MINUTES OF THE
VVORKSHOP AND REGULAR MEETING OF THE BOARD OF TRUSTEES
LONE STAR COLLEGE SYSTEM
CENTRAL SERVICES AND TRAINING CENTER
TRAINING AND DEVELOPMENT CENTER BOARD ROOM
5000 RESEARCH FOREST DRIVE
THE WOODLANDS, TEXAS 77381
October 1, 2009
5:00 p.m.

PRESENT: Mr. Randy Bates, Chair
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Iv.

Dr. David Holsey, Vice Chair

Ms. Priscilla Kelly, Secretary

Mr. Chris Daniel, Assistant Secretary
Mr. Robert Adam

Dr. Richard Campbell

Ms. Stephanie Marquard

Mr. David Vogt

Mr. Robert Wolfe

CALL TO ORDER: Mr. Bates called the workshop and regular meeting of the Board of -
Trustees to order at 5:02 p.m. after determining a quorum was present.

PLEDGE OF ALLEGIANCE: Mr. Adam led the Board and guests in reciting the
Pledge of Allegiance

CERTIFICATION OF THE POSTING OF THE NOTICE OF THE MEETING:
Chancellor Carpenter confirmed that the Notice for the meeting had been properly
posted. No action was required. A copy 1s attached as Exhibit “A.”

INTRODUCTIONS, SPECIAL GUESTS, RECOGNITIONS: Chancellor Carpenter
welcomed Kassia Micek of the Conroe Courier.

- WORKSHOP:

Small Business Development Center Report: Ray Laughter, vice chancellor of

external affairs, introduced Sal Mira, director of small business development center,
who presented an update on the SBDC program. Mr. Mira reported Lone Star
College System SBDC has helped in creating 521 new jobs in the community this
year, ranking first among the fifteen cenlers within the University of Houston SBDC.
The LSCS SBDC has also helped in creating 63 new business starts and has 672
clients in the community.




VI.

VII.

VIII.,

IX.

CLOSED SESSION: At 5:10 p.m. Mr, Bates convened the Board in closed session, in

accordance with Section 551.001 et. Seq. of the Texas Government Code under one or
morc of the following provision(s) of the Act:

Section 551.071 — Consultation With Attorney

Section 551.072 — Deliberation Regarding Real Property
Section 551.073 — Deliberation Regarding Prospective Gitl
Section 551.074 — Personnel Matters

Section 551.076 — Deliberation Regarding Security Devices
Section 551.087 — Economic Devclopment Negotialions

Ms. Marquard arrived at 3:15 p.m,

RECONVENE REGULAR MEETING: Mr. Bates reconvened the open meeting at

7:04 p.m.

APPROVAL OF THE MINUTES OF THE SEPTEMBER 3, 2009 WORKSHO!’

AND REGULAR MEETING: upon a motion by Mr. Wollc and a second to the motion

by Dr. Holsey, the Board unanimously approved the minutes of the Scptember 3, 2009
Workshop and Regular Meeting.

CITIZENS DESIRING TO ADDRESS THE BOARD: No cilizens desired to address

the Board.

SPECIAL REPORTS AND ANNOUNCEMENTS:

[F8)

Chancellor: Chancellor Carpenter reported that thirty-eight days after the start of the

semester, enrollment is 59,441, a 15.3% increase from this time last year. LSCS is
now the second largest community college district in the State of Texas, the number
one institution in the State of Texas for production of associate degrees and ranked
sixteenth nationally out of approximately 1200 community colleges for production ol
associate degrees. In international student corollment, LSCS ranks number 5 out of
1200 community colleges. International student enrollment this fall is 2,238,
representing 96 countries. The efforts to secure grant funds will show an increase in
grant revenues this year. LSCS received a grant last week from the Texas Worklorce
Commission for a little more than $300,000.

College Presidents: Dr. Susan Karr, president of LSC-Tomball and Dr. Steve Head,
president of LSC-North Harris, presented an overview ol the LSCS strategic goal one
for the System. Dr. Karr and Dr. Head reported on ways to maintain affordable and
accessible quality education to the regional and global workforce by expanding class
offerings to improve program accessibility, increase accessibility and opportunity to
diverse populations in the region and promote more financial aid opportunitics to
students. '

Vice Chancellors: No reports or announcements.

o
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Faculty Scnate Presidents: Ms. Dorothy Reade, faculty senate president of LSC-
North Harris, reported how faculty is involved system-wide through serving on the
presidents’ council, the system wide curriculum teams, academic program
committees, Achieving the Dream committees and assisting in the writing of stralegic
goals. Ms. Reade thanked the Chancellor for serving as the Board’s representalive to
the faculty of the Board’s concerns about how {aculty and student nceds are met.

Other:

Summary Report_of Awards ol Funding Proposal: Ms. Cindy Gilliam, vice
chancellor for admunistration and f{inance, presented the summary report
comparing 49 grants explored in 2008 to 111 grants explored to date with an 88%
success rate. There is an 11% increase to date’ from 2008 in the total number of
proposals submitted. A copy is attached as Exhibit “B.”

CONSIDERATION OF CONSENT AGENDA: Mr. Bates proceeded with the Consent

Agenda. Mr. Wolle made a motion to approve Action ltems 1, 2, 3,4, 5, 6,7, 8,9, 10,
M, 12, 13, 14, 15, 16, 17 and 18. Dr. Campbell scconded the motion and the Board
unanimously passed the Consent Agenda. A copy is attached as Exhibit *C.”

POLICY REPORTS AND CONSIDERATIONS

Consideration of Approval of the Recommended Revision of Board Policy C.2.01:
Investment Management (SECOND READING) (ACTION ITEM 1): the Board
unanimously approved the recommended revisions of Board Policy C.2.01:
Investment Management Policy. This item was passed in the Consent Agenda. A
copy is attached as Exhibit “D.”

FINANCIAL REPORTS AND CONSIDERATONS

Ll

Monthly Financial Statements: Ms. Cindy Gilliam, vice chancellor for administration
and finance, presented the monthly financial statements. A copy 1s attached as
Exhibit “E.”

Quarterly Investment Report: Ms. Cindy Gilliam, vice chancellor for administration
and finance, presented the quarterly investment report. A copy is attached as Exhibit
GEF"S

Consideration of Approval of Agreement for Tax Collection Services between [LSCS
and Linebarger. Goggan Blair & Sampson. LLP (ACTION ITEM 2): the Board
unanimously approved the agreement for collection services for delinquent tlaxes.
This item was passed in the Consent Agenda. A copy is attached as Exhibit “G.”

Consideration of Approval to Purchase Creative Marketing Services and Authorize
the Chancellor or Designee to Nepgotiate and Execute Contract  Addendums

[FS]
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(ACTION ITEM 3): the Board unanimously approved the purchase of creative
marketing services Irom Richards/Carlberg, 3900 Essex Lane, Suite 330, Houston,
TX 77027-5133 in an amount not to exceed $950,000 for one ycar. In addition,
authorized the Chancellor or designee to negotiate and exccute addendums during the
contract term.  This item was passcd in the Consent Agenda. A copy is attached as
Exhibit “H.”

Constderation of Approval to Purchase_ Annual Maintenance for On-Line Applicant
Tracking System for Human Resource Department (ACTION ITEM 4). the Board
unanimously approved the purchase of an on-line applicant tracking system for the
Human Resource Department from PeopleAdmin, Inc., 1801 North Lamar Blvd,
Suite B-100, Austin, TX 78701-1062 for an estimated amount of $60,000 annually
for a total amount not to exceed $279,230 over the contract term. This item was
passed in the Consent Agenda. A copy is attached as LExhibit “1.”

Considcration of Approval 1o Establish a Not 1o Exceced Amount for Chiller and
Rooftop Air Conditioning (AC) Unit Maintenance and Quarterly Inspections
Contracts and Authorize the Chancellor or Designee 1o Exccute the Statcment of
Work for_Each Repair Project (ACTION ITEM _5):  the Board unanimously
approved a not to exceed amount for the chiller and rooftop AC units contracts from
Letsos Company, 8435 Westglen Drive, Houston, TX 77063 and Kilgore Industries,
8700 Jamecl Ste 130, Houston, Texas 77040, in an estimated amount of $150,000
annually, for a total not to exceed $750,000 over five years. In addition, authorized
the Chancellor or designee to execute the statement of work for cach repair project.
The combined total amount for all services shall not exceed $1,073,615 over the
contract terms. This item was passed in the Consent Agenda. A copy 15 attached as
Exhibit =J.

Consideration of Approval 1o Purchase Additional Online ‘[utoring Services {rom
SMARTHINKING and Authorize the Chancellor or Designee to Negotiate and
Execute Annual Statements of Works (ACTION ITEM 6): the Board unanimously
approved with SMARTHINKING, Inc., 1819 Pennsylvania Ave.,, NW Suite 810,
Washington, D.C. 20036, the purchase of additional online tutoring services for up to
$50.000 annually over the remaining contract term. The total cost of services will not
excecd $171,115 over five years. In addition, authorized the Chancellor or designee
o ncgotiate and execute annual statements of works (SOW). This item was passed n
the Consent Agenda. A copy is attached as Exhibit “K.”

Consideration of Approval 1o Amend Lawn Maintcnance Services Agreement for
Central Services and Training Center, LSC-Tomball and LSC-Fairbanks Center and
Authorize the Chancellor or Designee to Negotiate and  Execute  Contract
Amendments (ACTION ITEM 7): the Board unanimously approved the amendment
of the lawn maintenance services agreement for Central Services and Training Center,
LSC-Tomball and L.SC-Fairbanks Center from Bio Landscape & Maintenance, Inc.
793() Pinemont, Houston, Texas 77040, for an additional amount of $7,636 annually
for the next two vears. In addition, authorized the Chancellor or designee to negotiate
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and execute contract amendments for additional market changes and fuel increases
over the remainder of the contract term for an additional amount of $10,000 for a total
contract amount not to exceed $661,452 over five ycars. This item was passed in the
Consent Agenda. A copy is attached as Exhibit “L.”

Consideration of Approval to [ease Self-Service Copiers and_ Authorize the
Chancellor or Designee to Negotiate and Execute Contract Amendments (ACTION
ITEM 8): the Board unanimously approved the five year lease of self-service copiers
from Canon Business Solutions, 300 Commerce Square Blvd., Burlington, NJ in the
amount of $251,209 annually for a total amount of $1,256,045. In addition,
authorized the Chancellor or designee to negotiate and execute contract amendments
for the lease of additional copiers in an amount not to exceed $200,000 over five
years. The total cost will not excecd $1,456,045 over the tive year contract term,
This item was passed in the Consent Agenda. A copy is attached as Exhibit *M.”

Consideration of Acceptance of Gift ACTION ITEM 9): the Board unanimously
accepled and acknowledged gifts donated to the Lone Star College System in
accordance with the donor’s wishes. This item was passcd in the Consent Agenda. A
copy is attached as Exhibit “N.”

Consideration of Approval to Authorize the Chancellor or Designee to Negotiate and
Execute a Contract for the Purchase of an Emergency Mass Notification System
{(EMNS) (ACTION ITEM 10): the Board unanimously authorized the Chancellor or
designee to negotiate and execute a contract for the purchase of an EMNS from
Convergient Technologies 1420 N. Sam Houston Parkway E #190, Houston, Texas
77032 in the amount of $477,147 for Phase One plus an estimated annual
maintenance fee of $232,000 as long as the hardware and softwarc arc utilized. This
item was passed in the Consent Agenda. -A copy is attached as Exhibit “0.”

12. Consideration of Approval ol Harris County Deparunent of Education (HCDE)

Cooperative Purchase of Classroom and Office Furniture for LSC-University Park
ACTION ITEM 11): the Beard unanimously approved the HCDE cooperative
purchase of classroom and office turniture for LSC-University Park {rom JCS, LTD.
1246 Silber, Houston, TX 77055 for an amount not to exceed $800,000. This item
was passed 1n the Consent Agenda. A copy is attached as Exhibit “P.”

. Consideration of Approval to Amend the Fire Alarm Inspections and Maintenance

Contract_to Include LSC-University Park (ACTION ITEM 12): the Board
unanimously approved the amendment of the fire alarm and inspection and
maintenance contract to include LSC-University Park with Wilson Fire Equipment
tfor an additional annual amount of $20,940 for inspections and 330,000 for minor
repairs and replacements. The total cost of the original contract plus this amendment
will be $103,180 annually over the threc year contact term plus the two year renewal
options. This item was passed in the Consent Agenda. A copy is attached as Exhibit

6(Q‘?!




14. Consideration of Approval to Authorize the Chancellor or Designee 1o Negotiate and
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Execute a Contract for the Purchase of a Security Camera System (ACTION ITEM
13): the Board unanimously authorized the Chancellor or designee to negotiate and
execute a contract for the purchase of a security camera system from Convergient
Technologies, 1420 North Sam Houston Parkway East #190, Houston, Texas 77032
in the amount of $415,769 plus an estimated annual maintenance fee ot $15,000 as
long as the hardware and software are utilized. This item was passed in the Consent
Agenda. A copy is attached as Exhibit “R.”

. Consideration of Authorization for the Chancellor to Nepotiate and Execute a
Convevance of Land_at Lone Star College-North Harris to Harris County Public
Infrastructure Division {ACTION ITEM 14): the Board authorized the Chancellor
to negotiate and exccute a conveyance of land at Lone Star College-North Harris to
Harris County Public Infrastructure Division. This item was passed in the Consent
Agenda. A copy is attached as Exhibit *S.”

. Consideration of Authorization for the Chancellor 1o Negotiate and Execute a Grant

of Restricted Buffer Zone for Lone Star College-North Harris to Woodcreek
Municipal Utility District (ACTION I'TEM 15): the Board authorized the
Chancellor to negotiate and execute a grant of restricted buffer zone for Lone Star
College-North Harris to Woodcreek Municipal Utility District (the MUD).  This
item was passed in the Consent Agenda. A copy is attached as Exhibit *T.”

BUILDING AND GROUNDS REPORT:

Construction Projects Update: the Board reviewed the report as presented. A copy is
attached as Exhibit “U.”

PERSONNEL REPORTS AND CONSIDERATIONS:

Consideration of Ratification of Appointments (ACTION ITEM 16): the Board
unanimously ratified the appointments as presented. This item was passcd in the
Consent Agenda. A copy is attached as Exhibit “V.”

Consideration of Acceptance of Resignations (ACTION ITEM 17); the Board
unanimously accepted the resignations as presented. This item was passed in the
Consent Agenda. A copy is attached as Exhibit “W.”

Consideration _of Approval of Commissioning of Peace Officer (ACTION ITEM
18): the Board unanimously approved the commissioning of the following pcace
officers for the Lone Star College System: LSC-Tomball — Imran Adman and Royce
Evan Qualine. This item was passed in the Consent Agenda. A copy is attached as
Exhibit “X.”

SUGGESTED FUTURE AGENDA ITEMS: None




XVIl. ADJOURNMENT: There being no further business, the meeting was adjourned at 7:31
p.o.

ATTEST:

Board oi"l’rtfslees: Cl{air ! Board of Trusices,



Exhibit “A”

Certification of Posting of Notice to the October 1, 2009
Workshop and Regular Mceting of the
Lone Star College System’s
Board of Trustees

I. Richard Carpenter, Chancellor of the Lone Star College System, do hercby certify that
a notice of this meeting was posted on Monday the 28th day of September, 2009 in a
place convenient to the public in the Administration Office of the Central Services and
Training Center, on all college campuses and on the system website as tequired by
Section 351.002 et seq., Texas Government Code. Special notice of the mecting was
provided to the news media as required by Section 551.001 et seq., Texas Government
Code.

Given under my hand this the 28th day of September, 2009.

?;.,(w,v& C:(g:ti-—h

Richard Carpenter
Chancellor



Exhibit *B”

Special Report and Announcement

Summary Report of Grant Seeking Activities

Board Meeting: 10)-1-09

’_Tmollowing table gives a comparison of grant seeking activitics for the ‘
twelve months ending August 31, 2008 and 2009. In addition, a | FY 2008 FY 2009
description of cach grant awarded since the last report is attached.
Number of Awards 27 29 |
Amount of Awards $5,585,002 | §3,775,906
L.SCS as Fiscal Agent 24 I3
Number of Pending Proposals 7 Y
Amount of Pending Proposals $1,967.624 | $5,612,674
Nuniber of Proposals Not Funded 4 4
Amount of Proposals Not Funded -$837,396 - $6.246.900*
Total Number of Proposals Submitted 38 42
Total Amount of Proposals Submitied $8:390,022‘ $17.633.480*
Success Rate [awards/( proposals submitted-pending proposals)]| 87% 88%
Grants Currently-Under Development N/A** 16
Grants Explored % 49 )
Number of Grants Assessed, But Not Pursued CN/AF* | 4 J

*Includes $6,000,000 submission to the Economic Development Administration to suppart

work{orce training in the Aldine Area from disaster recovery funds.
**Not Available



Lone Star College Svstem

Grant Awards Received Between July 1, 2009 — August 31, 2009

I, Grant Title: NCPR Research on Developmental Summer Bridge Programs in Texas
Funding Agency: National Center for Postsecondary Rescarch and the Department of
: Education

Amount Awarded: 110,266
Date Awarded: July 13, 2009
Fiscal Agent: Columbia Unjversity
Project Director: Larry Rideaux
Colleges: Lone Star College System
Duration: | Year '

- External Partners:- National Center for Postsccondary Research at the Teachers College

at Columbia University

New or Continuation New Grant

Description: ‘

This project partners with the National Center for Post Secondary Research at Coluinbia University
to rescarch methods that contribute to student success. The LSCS Summer Bridge programs provide
transition services designed to help specific groups of students succeed.

2. Grant Title: Skills Development Fund -T3 Encrgy Scrvices
Funding Ageney: Texas Workforce Commission (TWC)
Amount Awarded: $163,272 |
Date Awarded: | August 4, 2009
I"iscal Agenlt: . Lone Star College System
Project Director: Linda Head
Collegc: L.one Star College System
Duration: 1 Year

External Partners: - T3 Energy Services



New or Continuation New

Description:
LCSC will work in partnership to conduct customized training for T3 Energy services for
manufacturing, technical and safety training.

3. Grant Title: Additional Tke Recovery Funds
Funding Agency: Texas Department of Public Safety, Pass-through from FEMA
Amount Awarded: $45,358
Date Awarded: August 24, 2009
Fiscal Agent: _ Lone Star College System
Project Director: Walt Cooley
College: Lone Star College System
Duration: I Year
External Partners: N/A
New or Continuation Continuation

Description:
These funds are disaster relict grant funds to cover costs associated with Hurricane IKE expenses. A

" total of $1,033.536 has been requested and additional funds are in the process of being awarded.

4. Grant Title: ‘ Jai! Otlender Training Program
Funding Agency: Texas Dept of Criminal Justice (TDCI)
Amount Awarded: $160,000
Date Awarded: August 24, 2009
Fiscal Agent: Lone Star College System
Project Director: Walt Cooley

College: Lone Star College System



Duration: | Year
External Partners: N/A
New or Continuation Continuation

Description: :
LL.SC-Kingwooad receives grant unding trom TDCJ to provide instruction to oftenders at local jails.

5. Grant Title: Professional Nursing Shortage - Over 70
Funding Agency: Texas Higher Education Coordinating Board (THECH)
Amount Awarded: £70,000
Date Awarded: August 31, 2009
Fiscal Agent: Lone Star College System
Project Dircctor: Gayle LoPiccolo
Colleges: Lone Star College-CyFair
Duration: 2 Years
External Partners: N/A -

New or Continuation New Grant
Description:

The 81st Texas Legislature appropriated funds to the Texas Higher Coordinating Board for the
Professional Nursing Shortage Reduction Program for distribution to institutions with a graduation
ratc of 70% or greater for 2008 as reflected in the final 2008 graduation ratcs reported by the
Coordinating Board. LSC-CyFair will carn this award by increasing their first-vear enrollment for
FY2010 by 12% (7 students) and their FY2011 first-vear enrollment by 18% (i1 studems) over LSC-
CylFair's 2007-2008 first-vear enrolhment.

6. Grant Title: Professional Nursing Shortage - Over 70
Funding Agency: Texas Higher Education Coordinating Board (THECB)
Amount Awarded: $180,000
Date Awarded: August 31, 2009

Fiscal Agent: Lone Star College-Kingwood



Projcct Director: Gayle LoPiccolo

Colleges: ' Lone Star College System
Duration: 2 Years

‘External Partners: N/A

New or Continua.tion New Grant

Description:

The 81st Texas Legislature appropriated funds to the Texas Higher Education Coordinating Board for
the Professional Nursing Shortage Reduction Program for distribution to institutions with a graduation
rate of 70% or greater for 2008 as reflected in the final 2008 graduation rates reporied by the
Coordinating Board. LSC-Kingwoad will carn this award by increasing their first-year enrollment for
FY2010 by 12% (18 students) and their FY2011 first-year enrollment by 18% (27 students) over LSC-
Kingwood's 2007-2008 first-year enrollment, ' -



Exhibit “C”

Consideration of Consent Asenda ) Board Meeting 10-1-09
Consent ‘
Agenda: A roll call of individual action items will determine the consent agenda. [fa trustee

Rationale:

Tally of
Action ltems:

O T W W 3 IR o

1 — Approve Revisions Board Policy C2.01

2 — Approve Agreement Tax Collection Services

3 — Approve Purchase Creative Marketing Services

4 — Approve Purchase Mtc/On-Line Applicant Tracking

5 — Approve Amendment Air Cond/Inspections Contract

6 — Approve Amendment/Purchase Add’l Online Tutoring Sve
7 —Approve Amendment Lawn Mtc Agreemt/CSTC/T/FC
8 —Approve Lease Sclf-Service Copiers

# 9— Accept Gifts

#10 — Authorize Chan/Neg/Exec/Contract/Emerg Mass Notify
#11 — Approve Purchase Classroom/Office Furniture/UP

#12 — Approve Amendment Fire Alarm Insp/Mic Contract/UP
#13 — Authorize Chan/Neg/Exec/Contrat/Security Camera Sys
#14 — Authorize Chan/Neg/Execute/Easement Richey RA/NH
#15 — Authorize Chan/Neg/Execute/Easement MUD/NH
#16'— Ralify Appointiments

#17 — Accept Resignations

#18 — Approve Commissioning of Peace Ofticers

has a question or plans to cast a negatlive vote regarding a specific recommendation,
then the trustee/trustees need to acknowledge their intention to the Chair by show of
hand during the roll call: this action item will be considered in the regular order of
business as an individual action item.

Those action items that the trustees plan to approve without further question or
discussion will be placed on the consent agenda during roll call of individual action
ttems. Upon the creation of the consent agenda, a motion, a sccond to the maotion,
and unanimous approval of the Board of Trustees is needed to approve the action
items. Upon approval of the consent agenda, the Board of Trustees will procced
with the remainder of the agenda.

The consent agenda format is an organization process for meetings that allows the
governing board to focus their time and attention on action items that requirc morc
elaboration, information, and/or discussion. The intent of the consent agenda is {o
support efficiency and eftcctiveness of the meeting.

Chancellor Board
Conscent Recommended  Scparate
Agenda Scparate Action Action




Exhibit “D”

Policy Report and Consideration (ACTION ITEM 1) Board Meeting 10-1-09
Request: - " Consideration of Approval of the Recommended Revision of Board Policy

- C.2.01: Investment Management (SECOND READING)

Chancellor’s
Recommendation:  That the Board of Trustees approve the recomimended revisions of Board
Policy C.2.01: Investment Management Policy.

Rationale: The Board is required by Government Code Section 2236.005(c) (Public

Funds Investment Act) and Board Policy C.2.01: Investment Management
to perform an annual adoption of the Investment Management Policy and

Strategies.
Fiscal Impact: No change in financial resources.

Staff Resource: Cindy Gilliam 832-813-6512



2. Investment Management

C.2.01 - Investment Management:

It is the policy of the System that after allowing for the anticipated cash flow requirements of the
System and giving due consideration to the safety and risk of investiment, all available funds
shall be invested in conformity with this investment policy and governing statutes, secking to
safeguard assets, maintain liquidity and optimize interest earnings.

Effective cash management is recognized as essential to good fiscal management and investnent

interest serves as a source of revenue to the System. The System's investment portfelio shall be

designed and managed in a prudent manner to obtain reasonable revenue within the limitations of

the System's cash flow needs, 1o be responsive to public trust, and to be in compliance with [egal
_requirements and limitations.

Investments shall be made with the following objectives in priority order:

a. 'Safci}f and preservation of principal '

b. Maintenance of sufficient liquidity to meet operating needs

c. Diversiﬁcatiop

d. Optimization of earnings in the portfolio

This Investment Policy extends to ali financial assets under the dircct control of the System.
C.2.02 - Purpose: .

The purpose of this Investment Policy is to comply with the Public Funds [nvestment Act
Chapter 2256 of the Texas Government Code (the "Act"), which requires that the System
annually adopt a written investiment policy regarding the investment of its funds and funds under
its control. This Policy addresses the methods, procedures and practices that must be exercised o
cnsure effective and judicious fiscal management of the System's funds.

C.2.03 - Strategy:

The overall objective of the Investment and Cash Management Policy is to ensure that System
financial assets are properly safeguarded, provide sufficient liquidity, diversification and produce
a reasonable rate of return while cnabling the System to react to changes in economic and market
conditions. e

The longer the maturity of investments, the greater the price volatility. Thercfore, the System
concentrates its investment portfolio in short and intermediate terim securities to limit market risk
caused by changes in interest rates. The System attempts to match its investments with
anticipated cash flow requirements. Cash flow requirements generally divide the portfolio into
four major parts: liquidity needs, short term needs, intermediate term needs, and longer term,
core investments. The System will not invest in securities maturing more than three (3) years
from the date of purchase. ‘

The System commingles its operating and reserve funds into one investment portfolio for
investment purposes of efficiency, accurate distribution of interest, and maximum investment
opportunity. Bond funds are managed separately in accordance with their anticipated



expenditure schedules and bond document requirements. Although commingled, the System
recognizes the unique characteristics and needs of the individual funds in its strategy statcment
and in the management of'the funds. The maximum dollar weighted average maturity (WAM) of
the entire commingled portfolio reflecting cash flow nceds shall be no greater than one (1) year
and the corresponding benchmark for the commingled portfolio shall be the comparable one year
US Treasury security.

C.2.04 - General Fund:

The General Fund includes all operating funds of the System including, but not limited to, the
general fund, payroll fund, technology fund, student activity fee fund, repair and replacement
fund, and, the auxiliary operating fund, The primary investment strategy for this fund is to assure
the preservation and safety of principal; and, secondly, that anticipated cash flows are matched
with adequate investment liquidity. These objectives shall be accomplished by purchasing high
credit quality, short to intermediate term sccurities matching cash flow requirements. Funds not
necded for short-term cash flow requirements will be invested in diversitied instruments with
diversificd maturities and be readily marketable in the secondary markcet. Yield will be enhanced
by the use of maturity extensions available within the confines of accurate cash flow projections
and market cycle timing. Based on ongoing cash flow analysis needs the maximum weighted
average maturity shall be one year.

C. 2.05 - Restricted Fund:

The Restricted Fund includes local, state and federal grant funds as well as funds from other
sources that are restricted for instructional use. The primary objectives arc safety and liquidity
sufticient to meet anticipated cash flow requirements as well as vield optimization. These
objectives shall be accomplished by purchasing high-credit quality, short-term securities,
diversified by instrument and maturity, and matching the maturity of the sccurities with
anticipated liabilities. A ladder of short-tcrm securities with sufficient liquidity from pool
investmetts will be used to maintain a maximum weighted average maturity of one vear. The
maximum stated maturity will be two vears.

C.2.06 - Capital Projects:

The primary investment objective for the Capital Projects Fund is preservation and safety of
principal. [n addition, the System will seek to match cash flows from maturities and earnings of
diversified investments to anticipated needs while obtaining a reasonable market yield..
Investments will be madc in an attempt to attain a rate equa! to or above the arbitrage yield in
order to avoid negative arbitrage. These objectives shall be accomplished by purchasing high-
credit quality, short and intermediate-term securities with maturitics closely matching the
projected cash flow schedules. The maximum maturity of an individual security shall not exceed
the expenditure plan of the funds.

C.2.07 - Debt Service:

The investment strategy for the Debt Service Fund has as its primary cbjective the preservation
and safety of capital while optimizing yield in order to fund debt service payments in accordance
‘with provisions in the bond documents. Funds not required for immediate liquidity shail be
invested in diversified instruments. Each successive debt service payment shall be fully funded
before extensions are made. The maximum maturity of an individual security shall not exceed
two years. The maximum dollar average weighted maturity shall not exceed one year.



C.2.08 - Trust and Agency Fund:

The Trust and Agency Fund is comprised of local scholarship funds, club funds, and other funds
for which the System acts as fiduciary and which have short average lives and high liquidity
needs. The primary objectives are safety, liquidity, diversification and yield. These objcctives
shall be accomplished by purchasing high credit quality, short-term sccurities and utilizing
investment pools for liquidity. The maximum maturity shall be onc year and the maximum
weighted average maturity six months.

C.2.09 - Prudent Person Rule:

[nvestments shall be made considering prevailing internal and market circumstances, which
persons of prudence, discretion, and intelligence would exercise in the management of their own
affairs not for speculation, but for investment, and considering the probable safety of capital as
well as prabable income from an investment decision.

[n determining whether an Investment Officer has exercised prudence with respect o an
investment decision, the determination shall take into account the investment of all funds rather
than a single investment, and, whether the investment decision was consistent with the System’s
Investment Policy.

C.2.10 - Downgrades:

“The System is not required to liquidate investments-that were authorized investments at the time

of purchase, if they subsequently become unauthorized. However, it is the policy of the System
to liquidate as quickly as is prudently possible any investment that becomes unauthorized whilc
held in the System's portlolio. :

The Investment Officers will meet within two business days on any security which has been
downgraded or placed on credit-watch o evaluate and take any necessary and prudent measures
lo assure the safety of System funds.

C.2.11 - Delegation of Responsibility:

Authority to manage the System’s investment program is derived from and delegated pursuant to
provisions of the Act.

C.2.12 - Investment Officers:

The Board designates the Vice Chancellor for Administration and Finance and CFO, and the
Treasurer as the System's Investment Officers. Management's responsibility for the investment
program is hereby delegated to the Investment Officers. The Investment Officers shall exercisc
judgment and care, under prévailing circumstances, which a prudent person would exercise in
the management of the person's own affairs, but the Board retains ultimatce fiduciary
responsibility.

The Investment Officers shall be responsible for all transactions undertaken and shall establish a
system of controls to regulate the activitics of subordinate officials. The Investment Officers
shall establish and maintain a cash flow analysis used as the basis of investment decisions. The
Officers shall develop written procedures for the investment program consistent with the
Investment Policy. Procedures shall include explicit delegation of authority for all investment
activitics and provide controls for all transactions. The Officers will report quarterly to the Board
on investiment results and annually on counter-parties used in the process.






