CROWWING

COUNTY

MINNESCTA

INVESTMENT
POLICY

CROW WING COUNTY
BRAINERD, MINNESOTA

Adopted by County Board
July 9, 2013
Amended December 16, 2025

Owr Vision: Being Minnesota’s favorite place.
Our Mission: Serve well. Deliver value. Drive resulls.
Our Values: Be responsible. Treat pecple right. Build a betier future.



Investment Policy

INVESTMENT POLICY
TABLE OF CONTENTS
SECTION DESCRIPTION
L. Investment Policy Statement of Purpose
II. Scope
III.  Objectives
A. Safety
B. Liquidity
C. Yield
IV.  Standards of Care
A. Authority to Invest
B. Budget Committee
C. Conflicts of Interest and Ethics
D. Prudence
V. Investment Portfolio
A. Authorized Investments
B. Diversification
C. Maturities
VI.  Safekeeping and Custody
A. Eligible Institutions
B. Investment Advisors
C. Collateral
D. Safekeeping
E. Internal Control
VII. Reporting
A. Frequency and Format
B. Performance Targets
VIII. Investment Policy Adoption

Amended December 16, 2025

-]
\lO’\O\O’\O\O’\U‘lUlkhmkh-lkwwwww[\)l\)l\)l\)l\)l\)l\)l\)l,%
(-]

Page 1



Investment Policy

II.

I1I.

Iv.

INVESTMENT POLICY STATEMENT OF PURPOSE
This policy has been developed to serve as a reference point for the management of County
assets and the investment of County funds.

SCOPE

This Investment Policy applies to all financial assets of the County. All cash and investments
are pooled together, except for certain restricted funds, to achieve economies of scale for each
entity. These funds are accounted for in the Annual Comprehensive Financial Report (ACFR)
and include all County Funds.

OBJECTIVES

It is the policy of the County to invest public funds in a manner which provides for the
following in order of importance: Safety, Liquidity, and Yield, that conforms to all federal,
state and local regulations governing the investment of public funds. All investments
purchased by the County are expected to be held until maturity. The County will invest in
securities that match the County’s operational, short-term and long-term core reserve needs.

A. SAFETY
Investments of the County shall be undertaken in a manner that seeks to ensure the
preservation of principal in the overall portfolio. The objective will be to mitigate credit
risk and interest rate risk.

B. LIQUIDITY
The County’s investment portfolio will remain sufficiently liquid to enable the County to
meet all operating requirements as reasonably anticipated. The portfolio will be
structured so that the liquid component of the portfolio may be placed in money market
mutual funds or local government investment pools which offer same day liquidity for
short-term funds or into short-term securities that mature in less than thirty days.

C. YIELD
The County’s investment portfolio shall be designed with the objective of attaining a
market rate of return. The core of investments is limited to low-risk securities in
anticipation of earning a fair return relative to the risk being assumed. Securities shall
generally be held until maturity with the following exceptions:
(1) A security with declining credit may be sold early to minimize loss of principal.
(2) A security swap would improve the quality, yield, or target duration in the
portfolio.
(3) Liquidity needs of the portfolio require that the security be sold.

STANDARDS OF CARE

The investment program shall be operated in conformance with federal, state, and other legal
requirements. Authority to manage the County’s investment program is derived from Minn.
Stat. § 118A, Deposit and Investment of Local Public Funds.

A. AUTHORITY TO INVEST
Responsibility for the investment program is hereby delegated from the County Board to
the County Administrative Services Director. Authority to conduct actual investment
transactions may be delegated to the County Administrative Services Director’s designee
within the Financial Services Division of Administrative Services, who shall act in
accordance with procedures as established with this investment policy.
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No person may engage in an investment transaction except as provided under the terms of
this policy and the procedures established by the Finance Director. The Finance Director
shall be responsible for all investment transactions and shall establish a system of
controls to regulate the activities of subordinates.

B. BUDGET COMMITTEE
The Budget Committee shall meet annually or as needed to review the performance of
investments and review the investment strategy.

C. CONFLICTS OF INTEREST AND ETHICS
The County Board, County Administrative Services Director, Finance Director, and
Financial Services staff involved in the investment process shall refrain from conducting
personal business activity that could conflict with proper execution of the investment
program, or which could impair their ability to make impartial investment decisions.

D. PRUDENCE
Investments shall be made with judgment and care under circumstances existing at the
time the investment is made. The standard of prudence to be used by investment officials
shall be the “prudent person” standard and shall be applied in the context of managing an
overall portfolio. The prudent person standard requires that a fiduciary exercise discretion
and average intelligence in making investments that would be generally acceptable as
sound. Investment officers acting in accordance with written procedures and the
investment policy and exercising due diligence shall be relieved of personal liability for
an individual security’s credit risk or market price changes, provided deviations from
expectations are reported in a timely fashion and appropriate action is taken to control
adverse situations.

V. INVESTMENT PORTFOLIO

A. AUTHORIZED INVESTMENTS
Crow Wing County manages dollars that are set aside as part of the County’s
Environmental Trust Fund. Specific to these funds, the County will abide by Minn. Stat.
§ 373.475. This sub-account of funds will only invest in United States Government
Securities that will be purchased at or below Par value.

Based on the investment objectives as defined in section III of this policy, and in
accordance with Minn. Stat. § 118A, the County will limit its investments to the
following types of securities:

(1) Savings/demand deposits

(2) Certificates of deposit (CDs)

(3) U.S. Treasury obligations

(4) U.S. Agency securities
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(5) Municipal Securities
Statute allows the County to invest in municipal securities of state or local
government agencies with taxing power and a rating of “A” or better.

The County is also authorized under Minn. Stat. § 118A to enter into Securities Lending
Agreements. Securities lending transactions may be entered into with entities meeting the
qualifications and the collateral for such transactions shall be restricted to the securities
described in Minn. Stat. § 118A. Any future security lending contract would be subject to
County Board approval.

B. DIVERSIFICATION
The County will substantially reduce the risk of loss resulting from the over-
concentration of assets in a specific maturity, issuer, institution, or class of securities.

Diversification strategies will be implemented with the following constraints:

MAXIMUM % OF TOTAL

ISSUER TYPE PORTFOLIO?

Savings/demand deposits’ 50%

Certificates of Deposit 75%

U.S. Treasury Obligations 100%

U.S. Agency Securities 100%

Municipal Securities 100%
Per Issuer: 10%

IThe savings/demand deposits held by the County will fluctuate significantly as a result
of property tax collection and settlement. Ideally, the County will hold not more than
20% of its “core investments” in savings/demand deposits, and will ensure a minimum of
$5,000,000 is readily available.

2Due to fluctuations in the value of the portfolio, maximum percentages for a particular
issuer or investment type may be exceeded at a point in time subsequent to the purchase
or maturity of a particular security. Securities need not be liquidated to realign the
portfolio; however, consideration should be given to this matter when future purchases
are made.

Interest rate risk: the risk that changes in the market interest rates will adversely affect the
fair value of an investment. To minimize the County’s exposure to interest rate risk, the
County will:
(1) invest in both shorter-term and longer-term investments; and
(2) evenly time cash flows from maturities; and
(3) monitor the expected mark-to-market adjustment if interest rates increase by 100-
200 Basis Points.
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C. MATURITIES
The County shall structure the maturity of investments as follows:
(1) Funds will be invested to a maximum weighted average life method of ten years,
and
(2) Maturities will be diversified to avoid undue concentration of assets in a specific
sector.

To best manage investment risks, the County retains the ability to sell securities as
needed to manage pre-determined target levels.

VI. SAFEKEEPING AND CUSTODY

A. ELIGIBLE INSTITUTIONS
Financial Services will maintain a list of financial institutions authorized to provide
investment services. Public deposit shall be made in a qualified public depository as
established by state laws.

Financial service providers who desire to become qualified bidders for investment
transactions must supply Financial Services with the following upon request:

(1) Audited Financial Statements

(2) Completed Broker/Dealer Certificate

(3) Certification of Having Read County’s Investment Policy

(4) Depository Contracts

(5) Credit Report

(6) Proof of FINRA (Financial Industry Regulatory Authority) Membership

(7) Proof of State Registration

(8) Evidence of Adequate Insurance Coverage

B. INVESTMENT ADVISORS
The County may enter into contracts with third-party investment advisory firms when
their services are deemed to be beneficial to the County. The advisor must comply with
this Investment Policy and may have authority to transact investments on behalf of the
County. The advisor may act on a discretionary basis if they are hired to provide
transactional services on behalf of the County.

C. COLLATERAL
In accordance with Minn. Stat. § 118A, the total amount of the collateral computed at its
market value shall be at least ten percent more than the amount on deposit at the close of
the financial institution’s banking day, except where the collateral is irrevocable standby
letters of credit issued by Federal Home Loan Banks, the amount of collateral shall be at
least equal to the amount on deposit at the close of the financial institution’s banking day.
The financial institution may furnish both a surety bond and collateral aggregating the
required amount.

Collateralization will be required on the following types of investments:
(1) Certificates of Deposit
(2) Demand Deposits

Collateral is limited to securities allowable pursuant to Minn. Stat. § 118A.03.

Amended December 16, 2025 Page 5



Investment Policy

For cash deposits on hand, collateralization shall be in the form of specific securities with
an active secondary market for the County held by an independent third party. The only
exceptions are Federal Depository Insurance Corporation (FDIC), Securities Investor
Protection Corporation (SIPC) and pre-approved insurance coverage.

D. SAFEKEEPING
Securities purchased shall be held in a segregated account for the County’s benefit at a
third party trustee as safekeeping agent in accordance with Minn. Stat. § 118A.06. The
investment dealer or bank in which the security is purchased shall issue a confirmation
ticket to the County listing the specific instrument, issuer, coupon, maturity, CUSIP
number, purchase or sale price, transaction date, and other pertinent information. The
financial service provider which executes the transaction on the County’s behalf shall
deliver all securities on a delivery versus payment method (DVP) to the designated third

party.

The County’s ownership of all securities should be evidenced by written
acknowledgments identifying the securities by:

(1) The names of issuers

(2) The maturity dates

(3) The interest rates

(4) Any serial numbers or other distinguishing marks

E. INTERNAL CONTROL
Financial Services is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of the County are protected from loss, theft or
misuse. The internal control structure shall be designed to provide reasonable assurance
that these objectives are met. The concept of reasonable assurance recognizes that:

(1) the cost of a control should not exceed the benefits likely to be derived; and
(2) the valuation of costs and benefits requires estimates and judgments.

The County will engage an external auditor for an annual independent review to assure
compliance with policies and procedures.

VII. REPORTING

A. FREQUENCY AND FORMAT
Financial Services is charged with the responsibility of preparing a periodic investment
report, including a management summary that provides an analysis of the status of the
current investment portfolio and the individual transactions executed over the last period
in the County’s financial reports. Reports will include listing of individual securities held
at the end of the reporting period, name of broker agent, listing of investments by
maturity date, yield, percentage of the total portfolio which each type of investment
represents, gains or losses mark to market of all securities and other information as
requested by the Budget Committee.

B. PERFORMANCE TARGETS
The investment portfolio will be designed to obtain a market average rate of return during
budgetary and economic cycles, taking into account the County’s investment risk
constraints and cash flow needs. The County will have at least 98% of its cash funds
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earning interest or on deposit to reduce bank fees. The investment portfolio will be
structured to meet specific criteria addressing safety, liquidity and yield.

The County’s investment strategy is conservative. The Budget Committee, based on
appropriate current indexes and yields reported by similar entities with similar
restrictions on investments, will review whether market yields are being achieved.

VIII. INVESTMENT POLICY ADOPTION
The County’s Investment Policy shall be adopted by resolution of the County Board. The
policy shall be reviewed on a biennial basis by the Budget Committee and any modifications
made thereto must be approved by the County Board.
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