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Assumptions

While this is an introductory session on Investment 
Reporting, I assume most of the local agencies 
represented today have an existing process for 
investment reporting.

This session will be less about creating Investment 
Reports and more about helping students understand 
their purpose, evaluate their effectiveness, and where 
appropriate modify legacy investment reports to assure 
compliance with the Prudent Investor Standard.
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Public Fund Investing
Reference Library

Investment Portfolio Reporting Practices: An Informational Guide

https://www.treasurer.ca.gov/cdiac/invest/invest_guide04-
5.pdf

Local Agency Investment Guidelines - California State Treasurer

www.treasurer.ca.gov/cdiac/laig/guideline.pdf

California Public Fund Investment Primer

www.treasurer.ca.gov/cdiac/invest/primer.pdf
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Essential California State Codes

FindLaw

https://codes.findlaw.com/ca/government-code/gov-sect-53600-3

California Code, Government Code - GOV § 53600.3

California Code, Government Code - GOV § 27000.3

California Code, Government Code - GOV § 53607

California Code, Government Code - GOV § 53646
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Investment Reporting - Key Messages

Government Code - GOV § 53600.3

all governing bodies of local agencies or persons authorized to 
make investment decisions on behalf of those local agencies 
investing public funds pursuant to this chapter are trustees and 
therefore fiduciaries subject to the prudent investor standard.

Chapter III – CDIAC 2024 Investment Guidelines

These reports generally are intended to provide the legislative 
body the ability to meet its fiduciary obligations as a trustee and 
to increase the disclosure of the agency’s investment activities 
to those outside the agency.
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Standard Of Care – Prudence Prudent Investor
Prudent (Man) Person

Investments shall be made with 
judgement 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 
capital as well as well as probable 

income to be derived.

Prudent Investor

A US law that sets the standard of 
fiduciary duty for those entrusted 

with the responsibility of 
managing other’s money, such 

as trustees and estate 
administrators. It requires that a 
trustee consider entire portfolio 
when determining prudence of 
investment, taking into account 

the income that may be 
generated by the investment as 

well as the probable safety of the 
invested capital.

Prudent investment entails considerably more than simply selecting the appropriate securities
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Uniform Prudent Investor Act Updates
The UPIA made four main changes to the previous Prudent Man Rule standard

1. Entire portfolio is considered when determining prudence of 
investment. Fiduciary not held liable for losses as long as 
investments consistent with policy objectives

2. Diversification is explicitly required as a duty for prudent 
fiduciary investing.

3. No category or type of investment is deemed inherently 
imprudent. Instead, suitability to portfolio needs is considered.

However, speculation and outright risk taking is not sanctioned 
by the rule and remain subject to possible liability.

4. Fiduciary permitted to delegate investment mgmt. to third 
parties.
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Uniform Prudent Investor – Key Takeaways
1. UPIA’s most important change was that the standard of 
prudence would be applied to any investment in context of 
total portfolio rather than individual investments.

2. A prudent investment will not always turn out to be a highly

profitable investment; in addition, no one can predict with

certainty what will happen with any investment decision.

3. More recently, the prudent man rule has been renamed

the prudent person rule. This set of guidelines can also be

applied where it is referred to as the prudent investor rule.
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Learning Outcomes

➢ Participants will learn the importance of preparing

investment reports that address both Legal (Fiduciary

Obligations) investments as well as the overall portfolio’s 
Suitability (Stewardship).

➢ Participants will be provided with a few politically 
sensitive questions frequently asked about portfolio.

➢ Participants will be coached on how to construct 
investment reports that answer those politically sensitive 
questions before asked.
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Know Thy Self
Public Fund Investing 101

10



Know Thy Audience
Public Fund Investing 101
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Know Thy Purpose
Public Fund Investing 102
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California Code, Government Code -
GOV § 53600.5

When investing, reinvesting, purchasing, acquiring, 
exchanging, selling, or managing public funds, the 
primary objective of a trustee shall be to safeguard 
the principal of the funds under its control. The 
secondary objective shall be to meet the liquidity 
needs of the depositor. The third objective shall be 
to achieve a return on the funds under its control.
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Three Challenges 
Investment Reporting Faces
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1. Prepare Investment Reports to show investment 

portfolio is both legal and suitable.

2. Investment Report explicitly state policy objectives 

were met in priority.

3. Investment Reports are crafted to answer critical 

portfolio performance questions before they can be 

asked.



Investment Reporting - CA Code Legal
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➢ Demonstrate Fiduciary Obligations Meet

➢ States portfolio complies with Investment Policy

➢ States local agency has sufficient liquidity to meet 

cash flow requirements for six months

➢ Transparency – increased disclosure of investment 

holdings and activities



Investment Reporting – UPIA Standard 
Suitability
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1. UPIA: Prudent investment entails considerably more than simply 

selecting the appropriate securities

2. UPIA: No category or type of investment is deemed inherently 

imprudent. Instead, suitability to portfolio needs are considered.

3. Suitability differentiates a fiduciary who is a bond buyer instead 

of a steward looking at investments in context of overall portfolio

4. UPIA: A prudent investment will not always turn out to be a highly 

profitable investment

5. Fiduciary relies heavily on competitive bidding to comply with 

policy 1994 Orange County – “Right Price Wrong Bond”.



Investment Policy Objectives
Rank The Risk
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Safety     __________

Liquidity  __________

Income   __________

Total                100%



Conclusion – Call For UPIA Ex 
Summary
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Investment Reports are supposed to capture the various actions 

the trustee or fiduciary takes regarding the overall investment 

portfolio. Ultimately, investment reports disclose not only the 

legal test of ”is a portfolio in compliance with State Code and 

their Investment Policy” but also, must report how the trustee or 

fiduciary’s decision-making applied the Prudent Investor 

Standard in constructing and managing the portfolio.

The Prudent Investor Standard speaks to the Fiduciary Obligation 

and Financial Stewardship



Contact Information
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Benjamin Finkelstein, CFA
Managing Director

281-381-2740

Bfinkelstein@rwbaird.com



Disclaimer
The information contained herein is for informational purposes only and does not constitute an offer to buy or sell or 

the solicitation of an offer to buy or sell any security or financial instrument. Prospective investors are encouraged to 

request any additional information they may consider necessary in making an investment decision.

This information is prepared for the use of Baird clients or prospects and may not be redistributed, retransmitted or 

disclosed, in whole or in part, or in any form or manner, without the express written consent of Baird. Any 
unauthorized use or disclosure is prohibited. Receipt and review of this information constitutes your agreement not 

to redistribute, retransmit, or disclose to others the information contained herein without first obtaining expressed 

permission from an authorized officer of Baird.

This is not a complete analysis of every material fact regarding any company, industry or security. Neither Baird nor 

any of its affiliates makes any representation or warranty, express or implied, as to the accuracy or completeness of 

the information contained herein or assumes any responsibility or liability for such information. Information provided 

has been prepared from sources believed to be reliable but is not guaranteed. Links to third-party sites are provided 

solely for convenience and accessing such sites is at your own risk. Any prior investment results are presented for 

illustrative purposes only and are not indicative of future results as actual results will vary.

Baird does not provide any tax advice. Each taxpayer should seek independent advice based on the taxpayer's 

particular circumstances from an independent tax advisor.

For additional information, please visit Important Disclosures at rwbaird.com.
For additional information, please visit at rwbaird.com. 

Copyright 2024 Robert W. Baird & Co. Incorporated
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Appendix

Fundamentals of Public Fund Investing 

February 28-29, 2024



California Code,Government Code - GOV § 53600.3
Current as of January 01, 2023, | Updated by FindLaw Staff

Except as provided in subdivision (a) of Section 27000.3, all governing bodies of local 

agencies or persons authorized to make investment decisions on behalf of those local 

agencies investing public funds pursuant to this chapter are trustees and therefore 

fiduciaries subject to the prudent investor standard. When investing, reinvesting, 

purchasing, acquiring, exchanging, selling, or managing public funds, a trustee shall act 

with care, skill, prudence, and diligence under the circumstances then prevailing, 

including, but not limited to, the general economic conditions and the anticipated needs 

of the agency, that a prudent person acting in a like capacity and familiarity with those 

matters would use in the conduct of funds of a like character and with like aims, to 

safeguard the principal and maintain the liquidity needs of the agency. Within the 

limitations of this section and considering individual investments as part of an overall 

strategy, investments may be acquired as authorized by law.



California Code,Government Code - GOV § 27000.3

Current as of January 01, 2023, | Updated by FindLaw Staff

(a) With regard to county funds deposited in the county 

treasury, the board of supervisors is the agent of the county 

who serves as a fiduciary and is subject to the prudent 

investor standard, unless a delegation has occurred 

pursuant to Section 53607 in which case the county 

treasurer shall be the agent of the county with respect to 

these funds, serve as a fiduciary, and be subject to the 

prudent investor standard and the board of supervisors shall 

not be the agent, serve as a fiduciary, or be subject to the 

prudent investor standard.



California Code, Government Code - GOV § 53607
Current as of January 01, 2023, | Updated by FindLaw Staff

The authority of the legislative body to invest or to reinvest 

funds of a local agency, or to sell or exchange securities so 

purchased, may be delegated for a one-year period by the 

legislative body to the treasurer of the local agency, who shall 

thereafter assume full responsibility for those transactions until 

the delegation of authority is revoked or expires, and shall 

make a monthly report of those transactions to the legislative 

body. Subject to review, the legislative body may renew the 

delegation of authority pursuant to this section each year.





California Code,Government Code - GOV § 53646

Current as of January 01, 2023, | Updated by FindLaw Staff

(a)(1) In the case of county government, the treasurer may annually render to the board of supervisors and any

oversight committee a statement of investment policy, which the board shall review and approve at a public meeting.

Any change in the policy shall also be reviewed and approved by the board at a public meeting.

(2) In the case of any other local agency, the treasurer or chief fiscal officer of the local agency may annually render to the

legislative body of that local agency and any oversight committee of that local

agency a statement of investment policy, which the legislative body of the local agency shall consider at a public

meeting. Any change in the policy shall also be considered by the legislative body of the local agency at a public

meeting.

(b)(1) The treasurer or chief fiscal officer may render a quarterly report to the chief executive officer, the internal auditor, and

the legislative body of the local agency. The quarterly report shall be so submitted within 45 days following the end of the

quarter covered by the report. Except as provided in subdivisions (e) and (f), this report shall include the type of investment,

issuer, date of maturity, par and dollar amount invested on all securities, investments and moneys held by the local agency,

and shall additionally include a description of any of the local agency's funds, investments, or programs, that are under the

management of contracted parties, including lending programs. With respect to all securities held by the local agency, and

under management of any outside party that is not also a local agency or the State of California Local Agency

Investment Fund, the report shall also include a current market value as of the date of the report and shall include the source

of this same valuation .



California Code, Government Code - GOV § 53646

Current as of January 01, 2023, | Updated by FindLaw Staff

(2) The quarterly report shall state compliance of the portfolio to the 

statement of investment policy, or manner in which the portfolio is not in

compliance.

(3) The quarterly report shall include a statement denoting the ability of the

local agency to meet its pool's expenditure requirements for the next six

months or provide an explanation as to why sufficient money shall,

or may, not be available.
(4) In the quarterly report, a subsidiary ledger of investments may be

used in accordance with accepted accounting practices.
(c)Pursuant to subdivision (b), the treasurer or chief fiscal officer shall report
whatever additional information or data may be required by the legislative
body of the local agency.
(d)The legislative body of a local agency may elect to require the report
specified in subdivision (b) to be made on a monthly basis instead of 
quarterly.
.



California Code, Government Code - GOV § 53646

Current as of January 01, 2023, | Updated by FindLaw Staff

(e) For local agency investments that have been placed in the Local Agency Investment

Fund, created Section 16429.1 in National Credit Union Share Insurance Fund-insured accounts in a credit

union, in accounts insured or guaranteed pursuant Section 14858 of the Financial Code or in Federal Deposit

Insurance Corporation-insured accounts in a bank or savings and loan association, in a county investment

pool, or any combination of these, the treasurer or chief fiscal officer may supply to the the governing body,

chief executive officer, and the auditor of the local agency the most recent statement or statements

received by the local agency from these institutions in lieu of the information required by paragraph (1) of

subdivision (b) regarding investments in these institutions.

(f)The treasurer or chief fiscal officer shall not be required to render a quarterly report, as required by

subdivision (b), to a legislative body or any oversight committee of a school district or county office of

education for securities, investments, or moneys held by the school district or county office of education

in individual accounts that are less than twenty-five thousand dollars ($25,000).

(g)In recognition of the state and local interests served by the actions made optional in subdivisions (a)

and (b), the Legislature encourages the local agency officials to continue taking the actions formerly

mandated by this section. However, nothing in this subdivision may be construed to impose any liability on a

local agency that does not continue to take the formerly mandated action.



















Portfolio Information as of 9/30/2023

• Investment Overview

• Summary of Investment Activity

• Economic/Interest Rate Outlook

• Socially Responsible Investing

City of Santa Monica Investment Committee



City of Santa Monica Cash and Investments
As of September 30, 2023
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Economic Update
» After rebounding strongly from the pandemic induced recession, the economy has begun to show signs of weakness. 

GDP has been negative for two straight quarters. Labor market remains strong. However, resurgence in COVID from 

new variants as well as Russian invasion of the Ukraine may continue to negatively impact economic recovery.

» Inflation at or near 40- year highs.

» Interest rates have spiked upward, and Fed has and likely will continue to raise rates in attempt to control inflation, 

possibly into 2023. Yield curve is showing signs of inversion (short term rates higher that longer term rates). Often a 

precursor for a recession.

» The pace and amount of interest rate increases are creating opportunity for portfolio rebalancing.

» Portfolio yield has begun to increase, but pace of increase will lag the market. However, a portion of the portfolio can 

now be invested out to 15-year maturities, which will eventually increase investment income.

» The size of the portfolio is still approximately $52.2 million since start of pandemic due to use of reserves and legal 

settlements. This will limit income growth.
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