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CHAPTER 7 – FINANCIAL MANAGEMENT 

I.  INVESTMENT POLICY 

 
7.1.1 Purpose and Objectives; Scope 
 

 (1) The purpose of this subchapter shall be to establish the county's cash 
investment objectives, delegation of authority, standards of prudence, reporting 
requirements, internal controls, eligible investments, selection process for 
investments, investment management and advisory firms, diversification and 
safekeeping requirements. 

(2) The primary objectives of county investment activities shall be the following, in 
order of importance: 
(a) To preserve capital in the overall portfolio and to protect investment 

principal; 

(b) To remain sufficiently liquid to meet disbursement requirements which 
might be reasonable anticipated; and 

(c) To manage the investment portfolio to maximize return consistent with 
objectives in (a) and (b), above, and other risk limitation described in this 
policy. 

(3) This investment policy applies to all investment transactions and activities of 
the county. (07/22/2015) 

 
7.1.2 Delegation of Authority 
 

(1) The authority to manage the investment program is granted to the Investment 
Team, which shall consist of the County Manager, the County Treasurer and 
the Chief Financial Officer.   

(2) The Investment Team shall establish written procedures for operation of the 
county's investment programs, consistent with this ordinance and develop 
investment strategies consistent with county policy and Wisconsin law. All 
actions of the Investment Team shall be in accordance with procedures 
established hereunder 

(3) The County Treasurer will execute and keep proper financial records of the 
transfer of funds between accounts established for investments as prescribed in 
the investment procedures. 

(4) In accordance with a formal competitive request for proposal process, as 
prescribed in the investment procedures, the county may contract with one (1) 
or more investment managers or advisors with authority to make investment 
commitments consistent with this policy. (07/22/2015) 

 
7.1.3 Prudence 

 
The standard of prudence to be applied shall be the "prudent person rule" which 
states: "Investments shall be made with judgment and care, under circumstances then 
prevailing, which persons of prudence, discretion and intelligence exercise in the 
management of their own affairs, not for speculation, but for investment, considering 
the probable safety of their capital as well as the probable income to be derived." The 
prudent person rule shall be applied in the context of managing the overall portfolio. 
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7.1.4 Reporting Requirements 
 
(1) The County Treasurer shall provide the Committee on Administration with copies 

of a portfolio performance report at least quarterly or when a specific request is 
made. The report will summarize the investment strategies employed, describe the 
portfolio in terms of investment securities, maturities, risk characteristics and 
other factors. The report will indicate any areas of policy concern and suggested or 
planned revision of investment strategies. 

(2) The County Treasurer shall provide the county board with copies of a portfolio 
performance report and the county's current investment plan at least annually. 
(07/22/2015) 

 

7.1.5 Internal Controls  
 
The Investment Team shall establish a system of internal controls which shall be 
reviewed by the county's external auditor on an annual basis. The controls shall be 
designed to prevent loss of public funds due to fraud, error, misrepresentation by 
another party or imprudent actions by an employee or employees of the county. 
(07/22/2015) 
 
7.1.6 Eligible Investments  
 
The Investment Team or designee may purchase securities that are permissible 
investments from available funds that are not required for the immediate needs of the 
County, and may sell or exchange for other eligible securities and reinvest the 
proceeds of the securities so sold or exchanged.  The investment activity of the County 
shall conform to the rules for Wisconsin public funds as governed by Sections 
66.0603(1m) and 34.09, Wis. Stat., as hereafter stated and modified. 

(1) Investment Types. All investments made by the County shall be made in 
conformity with Sections 66.0603(1m) and 34.09 Wis. Stats., as follows. 

 
(a) Time deposits in any credit union, bank, savings bank, trust company, or 

savings and loan association that is authorized to transact business in this 
state if the time deposits mature in not more than three years, and if such 
institution is eligible to act as a public depository under Section 34.09, Wis. 
Stats., and has received the requisite approval as a public depository under 
Section 34.09, Wis. Stats. 

(b) In bonds or securities issued or guaranteed as to principal and interest by 
the federal government, or by a commission, board or other instrumentality 

of the federal government. 
(c) In bonds or securities of any county, city, drainage district, village, town, 

technical college district, village, town or school district of this state. 
(d) Any security that matures or which may be tendered for purchase at the 

option of the holder within not more than 7 years of the date on which it is 
acquired, if that security has a rating that is the highest or 2nd highest 
rating category assigned by Standard & Poor’s Corporation, Moody’s Investor 
Service, or other similar nationally recognized rating agency, or if that 
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security is senior to, or on a parity with, a security of the same issuer which 
has such a rating. 

(e) Commercial paper that has a rating that is the highest rating category 
assigned by Standard & Poor’s Corporation, Moody’s Investor Service, or 
other similar nationally recognized rating agency.  Commercial paper may be 
purchased by an Investment Officer per Wisconsin Statutes and as part of 
pooled investments. 

(f) Securities of an open-end management investment company or investment 
trust, if the investment company or investment trust does not charge a sales 
load, if the investment company or investment trust is registered under the 
Investment Company Act of 1940, 15 USC 80a-64, and if the portfolio of the 
investment company or investment trust is limited to the following: 
1. Bonds and securities issued by the federal government or a commission, 

board or other instrumentality of the federal government. 
2. Bonds that are guaranteed as to principal and interest by the federal 

government or a commission, board or other instrumentality of the 
federal government. 

3. Repurchase agreements that are fully collateralized by bonds or 
securities under 1. or 2., above. 

(g) In the State of Wisconsin Local Government Pooled Investment Fund. 
(h) Repurchase agreements with public depositories as defined in Section 

34.01(5), Wis. Stats., in which the depository agrees to repay funds 
advanced to it, plus interest, if the repurchase agreement is secured by 
bonds or securities issued or guaranteed as to principal and interest by the 
federal government.   

 
(2) Collateralization.  The County shall require, when investing in collateralized 

certificates of deposit or repurchase agreements, that the agreement be secured 
by the depository with bonds or securities issued or guaranteed as to principal 
and interest by the federal government in conformance with 66.0603(1m)d, Wis. 
Stats. The market value of the collateral shall be maintained on a daily basis in 
an amount equal to or greater than 102% of the amount of the certificates of 
deposit and/or repurchase agreements that the County has with the depository.  
Collateral with a market value equal to 100% of the amount of the certificates of 
deposit and/or repurchase agreements shall be adequate for investments 
maturing within five days of purchase. (07/22/2015) 
 

7.1.7  Diversification and Investment Limits 
 
In order to promote proper diversification of risk, the County has established the 
following investment limits and specifications: 
 

Sector 

Sector 

Maximum 

(%) 

Per Issuer 

Maximum  

(%) 

Minimum Ratings Requirement1 
Maximum 

Maturity 

U.S. Treasury 

100% 

100% 

N/A 
10 

Years 

GNMA 40% 

Other U.S. 

Government 

Guaranteed (e.g. 

AID, GTC) 

10% 



-7- 

Federal 

Agency/GSE: 

FNMA, FHLMC, 

FHLB, FFCB 
75% 

40%4 

N/A 
10 

Years Federal 
Agency/GSE  

other than those 

above 

10% 

Supranationals 

where U.S. is a 

shareholder and 
voting member 

25% 10% 

Highest ST or Two Highest LT 

Rating Categories  

(A-1/P-1, AA-/Aa3, or equivalent) 

10 

Years 

Foreign Sovereign 

Governments  

(OECD countries 

only)  

and Canadian 

Provinces 

10% 5% 

Highest ST or Two Highest LT 

Rating Categories  

(A-1/P-1, AA-/Aa3, or equivalent) 

5 

Years 

Foreign Sovereign 
Agencies 

(OECD countries 

only) 

10% 5% 
Highest ST or Two Highest LT 

Rating Categories  

(A-1/P-1, AA-/Aa3, or equivalent) 

5 

Years 

Corporates 50%2 5%3 

Highest ST or Two Highest LT 

Rating Categories 

(A-1/P-1, AA-/Aa3 or equivalent) 

7 

Years 

Municipals 25% 5% 

Highest ST or Two Highest LT 

Rating Categories  
 (SP-1/MIG 1, AA-/Aa3, or 

equivalent) 

7 
Years 

Agency Mortgage-

Backed Securities 

(MBS) 

25% 40%4 N/A 
10 Year  

Avg. Life5 

Asset-Backed 

Securities (ABS) 
25% 5% 

Highest ST or LT Rating 

(A-1+/P-1, AAA/Aaa, or 

equivalent) 

5 Year  

Avg. Life5 

Negotiable Bank 
Certificates of 

Deposit (NCDs) 

50%2 5%3 

Highest ST or Two Highest LT 
Rating Categories  

 (A-1/P-1, AA-/Aa3, or equivalent) 

5 Years 

Collateralized 

Bank Deposits 
50% 

None, if fully 

collateralized 
None, if fully collateralized. 2 Years 

FDIC-Insured 

Bank Deposits 
25% 

FDIC limit  

for 

insurance 

None, if fully FDIC-insured. 2 Years 

Commercial Paper 

(CP) 
50%2 5%3 

Highest ST Rating Category  

(A-1/P-1, or equivalent) 
270 Days 

Bankers’ 
Acceptances (BAs) 

10%2 5%3 
Highest ST Rating Category  

(A-1/P-1, or equivalent) 
180 Days 

Repurchase 

Agreements (Repo 

or RP) 

40% 20% 

Counterparty (or if the 

counterparty is not rated by an 

NRSRO, then the counterparty’s 

parent) must be rated in the 

Highest ST Rating Category 

(A-1/P-1, or equivalent) 
If the counterparty is a Federal 

Reserve Bank, no rating is 

90 Days 
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required 

Money Market 

Funds (MMFs) 
100% 25% 

Highest Fund Rating by all 

NRSROs who rate the fund 

(AAAm/Aaa-mf, or equivalent) 

N/A 

Intergovernmental 
Pools (LGIPs) 

100% 50% 

Highest Fund Quality and 
Volatility Rating Categories by all 

NRSROs, if rated 

(AAAm/AAAf, S1, or equivalent) 

N/A 

Notes: 

1 Rating by at least one SEC-registered Nationally Recognized Statistical Rating Organization 

(“NRSRO”), unless otherwise noted.  ST=Short-term; LT=Long-term. 

2 Maximum allocation to all corporate and bank credit instruments is 50% combined. 

3 Maximum across all non-government permitted investment sectors (excluding Treasuries, 

U.S. Federal Agencies and Agency MBS) is 5% combined per issuer. 

4 Maximum exposure to any one Federal agency, including the combined holdings of Agency 

debt and Agency MBS, is 40%. 

5 The maturity limit for MBS and ABS is based on the expected average life at time of 

purchase, measured using Bloomberg or other industry standard methods.  

07/22/2015 
 
7.1.8 Competitive Selection of Investment Advisors and Instruments 
 

(1) Investment advisor selection process. A competitive proposal process shall be 
conducted before selecting an investment advisor(s). 

(2) Direct investment selection. Except for funds placed in the local government 
investment pool, when the county directly invests surplus funds in investment 
instruments, a competitive "bid" process shall be conducted. 
(a) Bids will be secured from at least three (3) institutions meeting the 

requirements outlined in this policy. Bidders are required to bid a firm price 
or yield.  

(b) If a specific maturity date is required, bids will be requested for instruments 
which meet the maturity requirements. If no maturity date is required, the 
most advantageous market trend yield will be selected. 

(c) Awards will be given to the bidder offering the highest effective yield 
consistent with policy restrictions; however, transaction cost (i.e. wire 
transfer costs) and investment experience may be considered when awarding 
investments. (07/22/2015) 

 
7.1.9 Cash Liquidity  
 
County investments shall be managed to maintain liquidity for meeting the county's 
need for cash and to limit potential market risks. Investments will be made through 
financial institutions offering the highest yielding rates, consistent with this written 
policy. 
 
7.1.10 Safekeeping 
 

(1) All financial institutions acting as a depository for the county must enter into a 
"depository agreement" requiring the depository to pledge collateral to secure 
amounts over and above guaranteed amounts. All securities serving as 
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collateral shall be specifically pledged to the county (not as part of a pooled 
fund) and placed in a custodial account at a federal reserve bank, a trust 
department of a commercial bank, or through another financial institution. The 
custodian may not be owned or controlled by the depository institution or its 
holding company unless it is a separately operated trust institution. The 
custodian shall send statements of pledged collateral to the Treasurer's office 
on a monthly basis. This requirement is waived for Negotiable Certificates of 
Deposit under section 7.1.6(d).  

(2) Amounts in excess of Federal Deposit Insurance Corporation and state Deposit 
Guarantee Fund guaranteed amounts must be fully collateralized and held by a 
third party or fully insured by an insurance company with an A rating or better 
by A.M. Best. This requirement is waived for Negotiable Certificates of Deposit 
under section 7.1.6(d). Acceptable collateral includes the following: 
(a) Securities of the U.S. Treasury or U.S. Governmental Agency as defined by 

the Federal Reserve. 

(b) U.S. government guaranteed securities such as those issued through the 
Small Business Administration are acceptable as long as they are fully 
guaranteed. 

(c) Commercial paper of the highest rating category assigned by Standard and 
Poor‘s Corporation, Moody's Investors Service, Inc., or other similar 
nationally recognized rating agency may be used to the extent that a 
collateralization level of one hundred twenty-five (125) percent is 
maintained. 

(c) General obligations of municipalities are acceptable to the extent that they 
are rated second highest or higher by Moody's Investors Service, Inc., 
Standard and Poor’s Corporation or other nationally recognized rating 
agency. 

(3) Collateral held in trust. Collateral held by a trust institution supporting non-
negotiable certificates of deposit, repurchase agreements or other qualified 
investments consistent with this investment policy and not identified in 
subsection (a) or (b) must meet the requirements outlined below. 
(a) Collateral must be held in trust and be equal to at least one hundred (100) 

percent market value of the total amount invested plus interest to be earned 
at the time of investment. Collateral shall be marked-to-market on a 
monthly basis. 

(b) Acceptable collateral includes items identified in subsection (b). 
(c) A detailed statement listing a description of the securities pledged and held 

in safekeeping must be provided on a monthly basis. 
(d) Institutions serving as custodian of other collateral shall provide evidence of 

professional liability insurance and fidelity bond. (07/22/2015) 
 

II.  PURCHASING POLICY 

 
7.2.1 Purpose 
 
The purpose of this subchapter is to define the policy of Dunn County with regard to 
the procurement of goods or services on behalf of the County.  
 
 


