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N. NEW EMPLOYEE ORIENTATION

To provide all employees the occasion to become familiar with the County's organizational
structure, benefits programs and employment policies, the Employee Relations Department
and the hiring department will take the steps necessary to ensure that new, non-limited full-
time and non-limited part-time employees participate in both an individual and group
orientation program.

The individual orientation program explains available insurance and other benefits.
The group orientation program is designed to:

1. Introduce employees to the County's organizational structure.

2. Acquaint employees with County facilities and programs.

3. Acquaint employees with the Employee Relations Policy and Procedures

Manual. '

4. Acquaint employees with the County Board of Commissioners and County
Administration.

. Explain training opportunities and Service Award Program.

Explain the Data Practices Act.

. Establish awareness of the County's diversity program and sexual harassment
policies. '
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8. Explain the health and safety programs.

9. Document that employees have reviewed certain essential policies and training
materials.

Scheduling

Because of the importance of the materidls reviewed during this orientation, it is to the
County's and the employee's advantage to conduct the orientations as soon after the first
day of employment as possible. The individual orientation is conducted on seen-after the
employee's first day of employment. The group orientation is conducted monthly.

Board Visit and Introduction

Following consultation with the hiring department and at the option of the employee, the
Employee Relations Department schedules a visit to the appropriate Bboard committee
meeting for non-limited employees within 30 days of their hire date.
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Policy 3060 EMPLOYEE TYPE, TERM, AND CONDITION

A. POLICY

The County maintains an employee categorization system to establish employee tenure, set
qualifications for employee benefits, determine hiring policies and comply with the Federal
Fair Labor Standards Act (FLSA) and the Dakota County Personnel Act (DCPA).

B. EMPLOYEE TYPE
EMPLOYEES/INDEPENDENT CONTRACTORS

Employees

Employees are persons whose means and method of work are supplied and controlled by
the County. The County pays the Social Security, unemployment compensation and
workers' compensation taxes and withholds from paychecks state and federal income taxes
of County employees. Employees are supervised by other employees or agents of the -
County and work under the terms and conditions of employment described in this Employee
Relations Policy and Procedures Manual (except where specific provisions of applicable
bargaining agreements apply).

Independent Contractors

Independent contractors are businesses or persons contracting with the County to complete
assigned projects. independent contractors are compensated on the basis of work
completed and not necessarily for the amount of time worked. The County does not pay
any employer taxes of an independent contractor. The means and methods of independent
contractors' work is not supervised by an employee of the County. None of the provisions
of the Employee Relations Policy and Procedures Manual apply to independent contractors.

CLASSIFIED/UNCLASSIFIED

Pursuant to the requirements of the DCPA, all County positions are categorized as
classified or unclassified. Unless otherwise stipulated or required by law, the provisions of
this manual apply equally to classified and unclassified County employees.

Classified Service

Classified service includes all positions not categorized as unclassified under the DCPA.

Unclassified Service
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Pursuant to the DCPA the following positions shall be categorized as unclassified:

—_

. Elected positions;
2. Positions for which a County or district court judge is the appointing authority;

3. Positions designated as department heads appointed by the County Board or the
County Administrator;

4. Positions designated as department heads appointed by boards or commissions
appointed by the County Board;

5. One position designated by an elected department head as the chief or principal
assistant;

‘6. One position designated by an elected department head as the department
head's personal secretary;

7. Positions designated as Assistant County Attorneys, Student Law Clerks or
Special Investigators in the employ of the County Attorney;

8. Others as designated by the County Board pursuant to Minnesota Statutes
383D.23, subd. 3 of the DCPA.

Return to Classified Service

Consistent with the Dakota County Personnel Act, Minnesota Statutes 383D.23, subd. 4.,
employees in the classified service are encouraged to accept positions in the unclassified
service. Upon completion of their unclassified service, employees may return to positions in
their former classification. if the former positions held by employees are not vacant, the
employees will be returned to positions of equal pay and responsibility.

Except in instances of termination for just cause or lack of performance, an employee who
has successfully completed the probationary period for a classified position and who
subsequently accepts appointment to an unclassified position will:

1. Retain any class seniority earned by service in the last classified position held.

2. Return, at the discretion of the responsible authoﬁty, to the classification held
prior to the appointment, or to a position of equal pay and responsibility. This is
accomplished by one of the following:

a. Displacing an employee with less seniority in the same class in the
same department;

b. Assigning the employee to a vacant position or new position specifically
created for this purpose.

Procedure

Classified employees who accept a position in the unclassmed service must request a leave
of absence from their classified position.
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EXEMPT/NONEXEMPT

All County employees are categorized as either exempt or nonexempt from the provisions

- of the Fair Labor Standards Act (FLSA). Exempt employees are those who are exempt from
the overtime and minimum wage requirements of the FLSA and include executive,
administrative and professional employees. Exemptions also exist for elected officials and
certain seasonal employees. Nonexempt employees are covered by the provisions of the
FLSA. '

-

An Exemption Status Review Form is completed for each employee upon hire by the
supervisor to determine whether that employee is exempt from the FLSA. The completed
Exemption Status Review Form is forwarded by the supervisor to the Employee Relations
Department to be maintained in each employee's personnel file. At least annually, an
employee's exemption will be reviewed by the supervisor using the Exemption Status
Review Form. This annual review will occur during the employee's annual performance
appraisal or when there is a material change in the employee's job duties and
responsibilities.

OVERTIME-ELIGIBLE/OVERTIME-INELIGIBLE

All nonexempt employees, by virtue of the FLSA, are eligible for overtime compensation
and compensatory time off ("overtime-eligible"). Also in accordance with FLSA, exempt
employees are generally not eligible to receive overtime compensation nor compensatory
time off ("overtime-ineligible").

Where economic conditions exist, Dakota County may deem certain exempt employees to
be overtime-eligible under certain limited conditions. Qvertime eligibility of exempt
employees is approved by the Employee Relations Director.

C. EMPLOYMENT TERM
NON-LIMITED TERM

"Non-limited term" refers to an appointment to a Board-approved position with no definite
ending date. Employees assigned to non-limited term appointments are either probationary
or non-probationary as defined below.

1. Probationary Employees: Employees serving a six-calendar-month probationary
period with the County, a County depariment or job class. Employees are
required to complete the new Employee Orientation Program in order to
successfully complete the probationary period. Employees who do not
successfully complete their probationary period may be returned to their previous
positions, dismissed or extended as described below.

a. Extension of probationary period.
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With the approval of the Employee Relations Director the responsible
authority may extend an employee's probationary period for up to an
additional three months. This extension is granted in cases where the
employee is making progress toward meeting probationary ,
requirements, but is unable to do so in the initial six-month period. To
extend a probationary period, the responsible authority must have
previously provided the employee with written notice detailing
performance deficiencies and outlining a plan and timeline of corrective
action.

When the probationary period is extended, the employee’s review date
is adjusted to the date of the probation extension. The next review date
is six months from the extended date and annually thereafter.

b. Dismissal from probation.

At any time during the probationary period, a probationary employee
may be dismissed at the discretion of the responsible authority. Such
dismissals may not be grieved or appealed. Employees dismissed from
probation are returned to their previous class and department, if any,
unless they were removed from their previous classes and departments
‘for just cause. Employees dismissed from probation who have not
successfully completed probation in another position or who were
removed from their previous position for just cause must be advised in
writing of their discharge and the reasons for it. Before dismissing a
probationary employee, the responsible authority must confer with the
Employee Relations Director to confirm that this action is in
conformance with County policies and applicable law.

C. Return to previous position.

Employees who have been promoted or who have accepted a lateral
transfer, are facing the prospect of failing to successfully complete their
probationary period, and their previous position has been filled or is
otherwise no longer available, may submit to Employee Relations a
request for extra-budgetary placement consideration. Action on such a
request will include evaluation of a full range of options, including
placement in a temporarily established and funded position at the
employee's prior classification and salary until permanent placement
consistent with established policy, can occur.

2. Non-probationary Employees: Employees who have successfully completed the
probationary period in their current position.
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LIMITED TERM

Limited term refers to a seasonal appointment or an appointment to fulfill a specific
assignment, not to exceed six months. When available, existing eligible lists are used to fill
limited term appointments. Limited term appointments cannot be used to camouflage
positions which would otherwise require approval by the County Board. Limited term
employees do not participate in the County benefits program except as required by law. The
number of hours worked may be either full-time or part-time. A limited term employee may
be terminated at the discretion of the responsible authority.

A limited term appointment is assigned to a vacant budgeted position for a specified period

of time. In addition to departmental approval procedures, requests for extensions of limited

term appointments are reviewed and approved by the Employee Relations Director. The

maximum extension of a limited term appointment is one additional six-month appointment

following a thirty day break in service. Limited term employees are typically compensated

at the range minimum for the corresponding job classification. Approval for higher rates of
- compensation may be given by the Employee Relations Director.

Limited term seasonal employees are appointed for a specific seasonal purpose and may .
serve a maximum of two seasonal appointments. The compensation for seasonal
appointments is determined by the Employee Relations Department in advance of postmg
seasonal position vacancies. :

Emergency short term appointments not to exceed thirty days are approved by the
Employee Relations Depanment when an unexpected vacancy requires immediate

coverage.

SPECIAL LIMITED TERM

Special Limited Term refers to an appointment to fill a vacant budgeted position for one
year. The appointment automatically expires at the conclusion of one year. It may be
extended an additional one year by the Employee Relations Director. Special Limited Term
employees are hired under the appointment process described in this manual in order to be
eligible for appointment to non-limited positions. In the event a Special Limited Term
Employee is subsequently appointed to a non-limited position, the employee is deemed to
have passed the initial probationary period if the employee has been in the special Limited
Term position for the duration of the probationary period applicable to the position.

Offers of employment will be extended by only the Employee Relations Department and
with specific language regarding the limited duration of appointment. A Special Limited
Term employee may be terminated at any time prior to the conclusion of the appointment at
the discretion of the responsible authority.

Special Limited Term employees participate in the County’s group benefits plans and are
compensated according to the Dakota County Merit Compensation Plan or applicable
collective bargaining agreement provisions. Special Limited Term Employees are not
eligible for a six month salary increase. At the first annual review, if any, a full merit
increase is available. Special Limited Term employees participate in the County’s Flex
Leave Plan. Holiday pay shall be paid according to County policy or collective bargaining
agreement provisions. Regular PERA, FICA, union dues, and applicable insurance
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premium contributions will be made through payroll deduction. Neither the provisions of
Policy 3160D (Probationary Period Compensation) nor the provisions of Policy 3380A
(Layoff) apply to Special Limited Term employees.

MOVEMENT FROM LIMITED TO NON-LIMITED TERMS

Appointment

Employees seeking to move from limited term to non-limited term positions must be
selected via the appointment process described in this manual.

Credit for Time/Retroactivity

Employees working in limited-term positions who have been appointed to non-limited
positions in the same classification are credited with the time worked in the limited-term
position for the purpose of determining the benefit accrual date, provided there is no
interruption in employment before moving from the limited-term positions to the non-limited-
term positions. Credit for time worked in limited-term positions does not count toward
completion of probation.

D. EMPLOYMENT CONDITION
FULL-TIME

Full-time employees occupy non-limited positions that are allocated one FTE (full-time
equivalency) by the County Board and are regularly scheduled for 80 hours in a biweekly
period.

PART-TIME

Part-time employees occupy non-limited positions that are allocated less than one FTE (full-
time equivalency) by the County Board and regularly work less than 80 hours in a biweekly
period.

INTERMITTENT

intermittent appointments serve in an on-call capacity, typically work less than fourteen
hours per week, and are not benefit earning. The appointment is made through the
established competitive posting and hiring process. There is no guarantee of hours to

employees in intermittent positions.
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Policy 3044 Behavioral Code of Conduct

POLICY

Dakota County is committed to a culture of mutual respect and safety and reflects the County’s dedication
to a positive working environment in which all staff members of the County, members of the public and
others doing business with the County are treated with professionalism and respect.

Dakota County is committed to providing services of the highest quality, which requires that employees
operate cohesively in an atmosphere of cooperation and respect. Inappropriate behavior can disrupt the
proper functioning of work units and can create an environment in which staff members are afraid to ask
questions or make comments concerning appropriate delivery of services. '

For all of these reasons, Dakota County has established this Behavioral Code of Conduct to address and
prevent instances of inappropriate behavior.

SCOPE
This Behavioral Code of Conduct applies to all Dakota County employees and volunteers.
Definitions

Employee — a person who is appointed to a non-limited or limited term of employment, in accordance with
Policy 3060 C Employee Type, Term, and Condition.

Volunteer — a person appointed to serve in a non-paid capacity, including an intern.
l. Purpose
To reinforce conduct which:

Optimizes the effectiveness and reliability of the departmental teams.

Enhances communication and interpersonal relations among all individuals involved in delivering
services. ' ‘

Improves the quality, efficiency, safety of operations, and delivery of service.

Reinforces an atmosphere of mutual respect for all who interact with or are associated with the
County.

To prevent conduct which:
Interferes with an individual’s ability to work safely.
Creates a hostile or intimidating work environment.

Disrupts the delivery of services.

1I. Standards of Behavior

A. Leadership Expectations:



County supervisors, department managers and administrative leaders are expected to set an example of
professional conduct and to model the behaviors expected of all staff members.

B. Expected Behaviors:

Communication takes place in a timely fashion, involving the appropriate person(s), in an
appropriate setting.

Communications, including spoken remarks, written documents, and e-mails, are honest and
direct and conducted in a professional, constructive, respectful and efficient manner.

Telephone communications are respectful and professional.
Staff are cooperative and available while performing their duties.

In recognition that a variety of experience levels exists, staff are tolerant of those who are
learning.

C. Examples of Unacceptable Behaviors:

Shouting, screaming or yelling
Threatening or violent behavior
Profane or disrespectful language

Criticism of performance and/or competency delivered in an inappropriate location (i.e., not in
private) and/or not aimed at performance improvement

Inappropriate arguments with staff, clients, volunteers, and contractors
Sexual comments or innuendo

lnappllfopriate touching, sexual or otherwise

Rapial, ethnic or discriminatory jokes/slurs

Stamming or throwing objects in anger or disgust

Hostile, condemning, or demeaning communications

Other behavior demonstrating disrespect, dishonesty, intimidation, or disruption to the work
environment ‘

Repeated failure to respond to calls or pages

Retaliation against any person who reports or addresses unacceptable behavior

lll. Expected Action if Unacceptable Behavior Occurs:

In situations where unacceptable behaviors occur, Dakota County expects staff to recognize their
unacceptable behavior and apologize to all parties involved. In addition, staff are expected to take



remedial measures, on their own initiative, as necessary to prevent the recurrence of such unacceptable
behavior.

Dakota County expects supervisors to take appropriate action when they observe or learn of
unacceptable behavior by employees or volunteers they supervise. The appropriate action may depend
upon the specific situation, but may include instructing the employee on why their behavior is
inappropriate, requiring the employee to take corrective actions, documenting violations of this palicy, or
disciplining the employee. :

Serious violations of this policy should be discussed with the Employee Relations Department before the
supervisor takes action.

Any employee who violates this policy is subject to disciplinary action up to, and including, termination
from employment. If the employee is subject to a collective bargaining agreement, the disciplinary
procedures in the agreement will be followed. See Policy 3360, Corrective Intervention.



Policy 3104 Background Checks

Purpose

Dakota County conducts background checks in order to ensure that its employees and volunteers, in the
performance of official duties, pose no unreasonable risk to other Dakota County employees and volunteers,
Dakota County residents, Dakota County clients and customers, or Dakota County assets and resources.

Definitions

Employee - a person who is appointed to a non-limited or limited term of employment, in accordance with
Policy 3060 C Employee Type, Term, and Condition.

Volunteer ~ a person appointed to serve in a non-paid capacity, including an intern.

Authority

Minn. Stat. Ch. 364 Criminal Offenders, Rehabilitation

Minn. Stat. Ch. 13 Minnesota Government Data Practices Act
Minn. Stat. Ch. 148A Action for Sexual Exploitation; Psychotherapists
Minn. Stat. Ch. 13C Access to Consumer Reports

15U.8.C. § 1681 Fair Credit Reporting Act (FCRA)

Procedure

The Employee Relations Department is responsible for all activities concerning the background checks
process, including, but not limited to, the following:

o Determine the scope of the background check to be performed for each person under consideration

for appointment as an employee or volunteer, based upon required duties.

Ensure consistency in background check processes and decisions.

Select and contract with a service provider to conduct background checks.

Request background checks from the service provider.

Assess the results of background checks and make decisions on a candidate’s suitability for

appointment based on background check results.

Consult with the Dakota County Attorney’s Office as appropriate.

e Process and retain background check documentation in accordance with Employee Relations
Department’s official retention schedule.

« Maintain confidentiality of background check information/documentation in accordance wnth applicable
federal and state laws and rules.

e o ¢ o

The Dakota County Sheriff's Department and the Dakota County Attorney’s Office are responsible for all
activities concerning the background checks process for employees or volunteers who will work in their
respective departments. The Dakota County Community Corrections Department will be responsible for
conducting background checks on volunteers in their department.

Positions that Require Background Checks

All candidates for appointment as an employee are subject to a background check. Volunteérs are subject to
a background check if any of the following circumstances applies:



o The person will be providing services to or having regular contact with children or vuinerable
adults and is not required to undergo a background check pursuant to Minn. Stat. §§ 299C.60-
299C.64.

e As part of the person’s dutles the person will enter private homes or secure areas of
businesses.

The person will have access to areas that are restncted from entry by the pubhc
The person will be issued a County access control card and/or master key(s).

The person will be working unsupervised in non-public spaces of County buildings.
The person will have access to confidential or private information.

The person will be performing dutles while unsupervised in any County building after regular
County business hours.

e The person will be issued a County computer network log-on ID by Information Technology
Department.

The person will be performing duties for which the person is not licensed.

The person will be handling cash or cash equivalents, credit card numbers, checks, securities
or will have access to financial data, bank data, or investment account data.

The person will be handling or will have access to a large volume of supplies and/or materials.
The person will have access to drugs and/or controlled substances on a regular basis.

Motor Vehicle Record Checks

Motor vehicle record (MVR) checks will be conducted in accordance with Policy 5530 Motor Vehicle Safety.

Self-Disclosure of Criminal Convictions

Dakota County may not inquire into or consider the criminal record or criminal history of an applicant for
appointment as an employee with Dakota County until the applicant has been selected for an interview by
Dakota County, except in cases where there is an independent statutory duty to conduct a criminal
background check on the applicant. Self-disclosure of criminal record or criminal history will be made to the
Employee Relations Department and not to the hiring department.

Authorization for Releaée of Information

Before requesting a background check on a candidate for employment or for appointment as a volunteer,
Dakota County provides notice as required by lawand obtains written authorization from the candidate. Failure
to provide a written authorization precludes a candidate for appointment as an employee or as a volunteer.

Assessment of Criminal Background Check Information

Dakota County complies with the requirements of Minn. Stat. Ch. 364, which encourages the rehabilitation of
criminal offenders. This statute recognizes that the opportunity to secure employment is essential to the
rehabilitation of criminal offenders and the resumption of the responsibilities of citizenship. When evaluating
criminal background check information for candidates to appointment to a term of employment, the following
criteria are applied:

e Certain criminal records are not considered. These include (1) records of arrest not followed by a valid
conviction; (2) convictions which have been, pursuant to law, annulled or expunged; (3) misdemeanor
convictions for which no jail sentence can be imposed.

- Open criminal cases may preclude appointment to a term of employment depending upon the
relevancy of the charge(s) to the position responsibilities. Employee Relations Department, in
consultation with the County Attorney's Office, is responsible for determining relevancy.
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¢ If a candidate for appointment to a term of employment does not indicate a criminal conviction on the
disclosure form, and the criminal conviction is revealed through the background check, the applicant is
not eligible for appointment to that term of employment.

No Negative Information Reported

When a background check does not report information that negatively affects a candidate’s suitability for
appointment as an employee or a volunteer, the process for appointing the person may proceed without
further reference to the background check information.

Negative Information Reported

When a background check reports information that negatively affects a candidate’s suitability for appointment
as an employee or as a volunteer, Dakota County provides the candidate with notice of pre-adverse action,
together with a reasonable time in which to respond. The negative information is evaluated in terms of
whether the appointment of the candidate would pose an unreasonable risk to other Dakota County
employees and volunteers, to Dakota County residents, to Dakota County clients and/or customers, or to
Dakota County resources and/or assets.

If the County denies a candidate for a position of employment or for appointment as a volunteer solely or in

part based on information in a background check, the Employee Relations Department notifies the candidate
of such adverse action.

Negative Criminal History Information Reported

No candidate for appointment to public employment shall be disqualified from employment solely or in part
because of a prior conviction of a crime or crimes, unless the crime or crimes for which convicted directly

relates to the position of employment sought. In making a determination, the Employee Relations Department
considers the following:

e The nature and seriousness of the crime or crimes for which the individual was convicted.

e The relationship of the crime or crimes to the purposes of regulating the position of public employment
sought. :

« The relationship of the crime or crimes to the ability, capacity, and fitness required to perform the
duties and discharge the responsibilities of the position of employment.

A candidate for employment who has been convicted of a crime or crimes which directly relates to the position
of employment sought shall not be disqualified from the employment if the person can show competent
evidence of sufficient rehabilitation and present fitness to perform the duties of the employment sought.
Sufficient evidence of rehabilitation may be established by the production of:

A copy of the local, state or federal release order; and

« Evidence showing that at least one year has elapsed since release from any local, state, or federal
correctional institution without subsequent conviction of a crime and evidence showing compliance
with all terms and conditions of probation or parole; or

« A copy of the relevant Department of Corrections discharge order or other documents showing
completion of probation or parole supervision.

In addition to the above documentary evidence, the Employee Relations Department shall consider any
evidence presented by the candidate for employment regarding: .

e The nature and seriousness of the crime or crimes for which convicted;
« All circumstances relative to the crime or crimes, including mitigating circumstances or social
conditions surrounding the commission of the crime or crimes;



s The age of the person at the time the crime or crimes were committed;
e The length of time that has elapsed since the crime or crimes were committed: and
e Any other competent evidence of rehabilitation and present fitness, including, but not limited to, letters

of reference from persons who have been in contact with the candidate since the release from any
local, state or federal correctional institution.

If the County denies a candidate for a position of employment solely or in part because of the person’s prior
conviction of a crime or ¢rimes, the Employee Relations Department notifies the person in writing of the
following: i

e« The grounds and reasons for the denial;

« The applicable complaint and grievance procedures set forth at Minn. Stat. § 364.06;

» The earliest date the person may reapply for a position of employment with Dakota County;

o That all competent evidence of rehabilitation presented will be considered upon reapplication.

Opportunity to Correct or Complete Data

In any case where the Employee Relations Department notifies a candidate for appointment to a position as
an employee or a volunteer that the candidate has been disqualified as the result of a background check, the
Employee Relations Department shall include in its notification that the candidate has the opportunity to
contest the accuracy or completeness of the background check, pursuant to Minn. Stat. § 13.04, subd. 4.

No Duty to Check ,

This policy does not create a duty to perform a background check.

Civi\MD\C09-312 Background Check Policy Draft.doc

38






DAKOTA COUNTY ADMIN/FINANCE/POLICY COMMITTEE REQUEST FOR BOARD ACTION

7.1 - Update On External Review Of Investment Practices

Meeting Date: 6/8/10 Fiscal/FTE Impact:

ltem Type: Regular-Information X None

Division: PUBLIC SERVICES AND REVENUE [] Amount included in current budget
Department:  Pubserv&Revadmin/Financial Svcs [] Budget amendment requested
Contact: T. Novak/M. Smith Telephone: 651-438-4366 [] FTE included in current complement
Prepared by:  Pam Mattila/Brent Gustafson [] New FTE(s) requested—N/A
Reviewed by:  N/A N/A [] Other

PURPOSE/ACTION REQUESTED

Review County’s current investment practices and recommendations from Springsted regarding cash flow analysis,
investment policies, and outside money management options; and potential development of a request for proposals
(RFP) for independent money management services.

SUMMARY

Dakota County’s objective is to provide for the prudent management of public funds held on behalf of the citizens of
Dakota County. We invest our funds in accordance with Minn. Stat. §118A to assure the preservation of principal,
provide needed liquidity for daily cash requirements and provide an acceptable rate of return.

Property Taxation and Records staff deposit funds and invest in securities authorized by law. Collateral is secured
when needed. PS&R Administration and Property Taxation & Records staff reviews the investment portfolio
monthly. The Minnesota State Auditor reviews cash and investment activity as part of the annual financial audit of
Dakota County.

The County currently budgets investment income as part of its annual operating budget as a general revenue in the
general fund. As such, it is a flexible resource that otherwise substitutes for property tax levy. The adopted 2010
budget includes $5.0 million of investment income. Recent years have experienced a higher level of income:

2007: $14.2 million
2008: $11.2 million
2009: $4.5 million

During 2009, the impacts of the economic recession drove a significant decline in interest rates generally. This
affected many of the securities held by the County, resulting in the calling in of some higher yielding holdings and
sharply reducing the yields on comparable securities that were available to purchase. As a result, 2009 saw a large
decrease in investment income and a subsequent lowering of the budgeted income in 2010. Year-to-date receipts
suggest that 2010 will under-perform this lower amount.

Given the size of the County’s investment portfolio and the current state of income realized on these holdings, staff
began to explore the option of outside professional assistance to manage investments. In May, the County
contracted with Springsted Investment Advisors, Inc. for an analysis of the County's cash flow requirements,
determination of the level of core investable funds, reserve requirements and an assessment of the County’s
investment policies and practices. The County’s Investment Policy was approved by the County Board on April 6,
2006. Staff also requested from Springsted assistance in developing an RFP and evaluating proposals for an
outside money manager.

After review of proposals, staff will return to the Board later in 2010 with analysis, results and recommendations on
contracting for investment management services.

EXPLANATION OF FISCAL/FTE IMPACT

None from this action; likely implications for investment income in the future.
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Supporting Documents:
Attachment 1-Policy 8254 Investments

RESOLUTION

None needed.

Previous Board Action(s):

06-139; 4/4/06

1
1
)
)

Administrator's Comments:

O Recommend Action

O Do Not Reeammend Action

O Reviewed-No Recommendation
[~ Reviewed—Information Only

O Submitted at Commissioner Request

W @M/K\//

Reviewed by (if required):

—TCounty Attorney’s Office
& Financial Services

O Risk Management

O Employee Relations

O Information Technology

m|

County Administrator
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Agenda Page No.
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ATTACHMENT 1

POLICY 8254 INVESTMENTS
Published 4/6/06
Revised 1/8/08

POLICY

While funds are in the custody of Dakota County, the funds shall be invested prudently and in accordance
with Minn. Stat. § 118A to assure the preservation of principal, provide needed liquidity for daily cash
requirements, and provide an acceptable rate of return.

The portfolio is established to preserve financial assets for future operating and capital expenses. The
portfolio will be actively invested to achieve growth of capital through appreciation of securities held and
through the accumulation and reinvestment of interest income.

DEFINITIONS

Cash Component: The cash component of the investment portfolio represents the current portion of the
portfolio. The current portion includes investments with duration of less than one year and all money
market funds. These funds are used to pay current operating expenses and other short-term obligations.

Core Component: The core component of the investment portfolio is reserved for needed renewal and
replacements of capital, capital expenditures, building debt, and other special projects, which require
funding in the next two to five years or longer. While the core component is anticipated to be generally
long-term, principal may be withdrawn when large capital items are purchased or replaced, though it is
anticipated that the County departments will be able to provide ample notice of liquidity needs.

Credit Risk: The risk of loss due to the failure of the security issuer or backer.

Custodian: An independent third parly entrusted to hold the securities or investments on behalf of Dakota
County.

Dynamic liquidity: Ability to liquidate securities in a secondary or resale market.
Fiduciary: Held or founded in trust or confidence.

Interest Rate Risk: The risk that the market value of securities in the portfolio will change due to changes
in market interest rates.

Prudent Person Rule: An investment standard, outlining the fiduciary responsibilities of public funds
investors relating to investment practices.

Static Liquidity: Availability of funds to meet cash flow needs.
SOURCE

Minn. Stat. § 118A, Public Funds
Governmental Accounting Standards Board (GASB) 40, Deposit and Investment Risk Disclosures
Dakota County Board Resolution No. 06-139, adopted on April 4, 20086.

GENERAL INFORMATION

The Dakota County Property Taxation & Records Director is the fiduciary agent of the Portfolio. The
responsibility for conducting investment transactions involving public funds of the County reside with the
Cash Management Section of the Property Taxation & Recuirds Department under the direction of the

Property Taxation & Records Manager as designated by the Dakota County Property Taxation & Records
Director. In the management and investment of the Portfolio, he (she) must act in accordance with the
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standards of the "prudent person.” All transactions shall be made in good faith with the degree of
judgment and care, under the circumstances, that a person of prudence, discretion, and intelligence
would exercise in the management of their own affairs.

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 decisions. Employees shall disclose any material direct interests in financial institutions
with which the County conducts business. They shall further disclose any personal financial/investment
positions that could be related to the performance of the investment portfolio. This will be managed by
the annual related party transaction questionnaire that investment employees are required to complete.

The Dakota County Board of Commissioners will approve the Investment Policy. The Investment/Cash
Management Committee will review the portfolio and performance at least quarterly and the policy,
guidelines and procedures annually.

The objectives for investing the Portfolio shall be, in order of priority:

1. Legality :
Investments will be made in accordance with Minn. Stat. § 118A governing the investment of public
funds. Prior to completing an initial transaction with a broker, Dakota County will receive a fully
executed “Notification to Broker and Certification by Broker” form from the broker. “Notification to
Broker and Certification by Broker” forms will be obtained whenever changes are made to the
Investment Policy.

2. Safety of Principal
Investments will be made in a manner that seeks to ensure the preservation of principal in the overall
portfolio and to mitigate credit risk and interest rate risk.

a. Credit Risk - The risk of loss due to the failure of the security issuer or backer will be minimized
by:

i.  Pre-screening and authorizing financial institutions, broker/dealers, and intermediaries with
which Dakota County will do business.

ii. Diversifying the portfolio so that the impact of potential losses from any one type of security
or from any one individual issuer.

iii. Requiring insurance and collateral to ensure return of capital.

b. Interest Rate Risk - The risk that the market value of securities in the portfolio will change due to
changes in market interest rates will be minimized by:

i.  Structuring the portfolio so that securities mature to meet cash requirements for ongoing
operations.

ii. Investing operating funds primarily in shorter-term securities, money market mutual funds, or
similar investment pools and limiting the average maturity of the portfolio in accordance with
this policy.

All investment securities purchased by Dakota County shall be held in safekeeping by a third-party
designated institution (the “custodian”) as agent for the County. All trades of marketable securities
will be executed by delivery vs. payment (DVP) to ensure that securities are deposited in an eligible
financial institution prior to the release of funds. Cash, certificates of deposit, and other depository
accounts shall be collateralized by pledged securities as specified in Minn. Stat. § 118A. Dakota
County requires that all pledged collateral be placed in safekeeping at a Federal Reserve Bank or in
an account at a trust department of a commercial bank or other financial institution not owned or
controlled by the financial institution furnishing the coliateral. Custodial and coliateral huldings will be
monitored for compliance.



3. Liquidity
The liquidity of the portfolio should be sufficient to meet all County cash flow requirements.
Investments should be liquid securities with a secondary or resale market (dynamic liquidity) and
maturities should be laddered over time and structured to meet cash flow requirements to the extent
possible (static liquidity). A portion of the portfolio may be placed in money market mutual funds or
local government investment pools, which offer same-day liquidity for short-term investments.
Securities may be liquidated to meet unanticipated cash requirements or to purchase other
investments deemed more attractive in meeting the portfolio objectives.

4. Yield
The investment portfolio shall be designed with the objective of attaining a market rate of return

throughout budgetary and economic cycles, taking into account the investment risk constraints and
liquidity needs.

Securities shall generally be held until maturity with the following exceptions:
a. Liquidity needs of the portfolio require that a security be sold

b. A security swap would improve the quality, yield or duration in the portfolio.
c. A security with declining credit may be sold early to minimize loss of principal

PROCEDURES
1. Cash reports are monitored daily to determine cash requirements.
2. Market information is gathered from Bloomberg and banks or brokers to determine appropriate

transactions for the day.

Cash and investment transactions are initiated with banks or brokers.

Trade/transaction activity is sent to the custodian for settlement.

Bank and investment transactions are posted.

Monthly reports are prepared for the Investment Committee.

Cash and investment transactions are audited by the Minnesota Office of the State Auditor annually.
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