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The Day to Day Management of Public 
Funds 

CDIAC/CMTA  January 24, 2019  Session 5

Riverside California

Moderator: Rick Phillips, FTN Main Street Advisors

Panelists:   Dan Matusiewicz, City of Newport Beach

Richard Kinsley, County of San Diego
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Overwhelmed by a Comprehensive Investment 
Program?

Argument:

I don’t have the staff and resources

Cash flow needs are uncertain

Our portfolio is too small

Can’t afford an investment advisor

Resulting Decision:

 Leave excessive amounts in Demand 

Deposit Accounts

 Only participate in Local Government 

Investment Pool  (State, County or JPA)

 Relying solely on broker advice without 

getting separate quotes
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California Government Code, Section 53600.5

California Government Code, Section 53600.5

When investing, reinvesting, purchasing, acquiring, exchanging, selling, 
or managing public funds, the primary objective of a trustee shall be:

• 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. 



6

CA Government Code 53600.3 Prudence

…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, 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. 
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Small Agency Approach

Demand Deposit Accounts

Money Market Accounts

Direct Purchase FDIC Insured CDs 

Placement Service CDs  (CDARS and others)

LAIF, County Pools, Joint Powers Authority Pools (CAMP or CalTrust)

or other Local Government Investment Pool

Work directly with Dealer Broker Dealer without an investment advisor  

(Should get 3 comparable quotes from other Broker Dealers ) 

- Remember Brokers Dealers don’t have a fiduciary responsibility to act in your best interest.
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• Lack of adequate staffing 

• Lack of internal technical training and resources

• Lack of market information systems, such as Bloomberg

• Additional Board confidence in a trained professional 

• Increased access to broker offerings 

• Save the public agency time and safeguard the agency’s 

funds 

• Greater return potential available from full-time expert 

management of the investment program

REASONS TO CONSIDER A REGISTERED INVESTMENT ADVISOR
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Minimum Portfolio Size and Fee Statistics

Range of Responses from select Investment Advisors:

Minimum Portfolio Size:  $10 - $25 million, depending on the investment advisor

Range of Fees: 5 to 12 Basis Points (BPS) of Assets Under Management (AUM)

Usually Tiered Pricing based on AUM  ($10-$12 thousand min annual fee)

1 BPS = .01%  or .0001 in decimal form
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So What does Newport Beach Do? 
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Establishing a Liquidity Target for the Portfolio

11

Total Portfolio

Liquidity Reserve

Liquidity Component

Meets specific liquidity needs

Invests in short-term securities 

Average maturity short

Very low volatility

Cash flow matching

Reserve Component 

Targeted to highest suitable duration

Longer-term securities

Normally not used for liquidity, but invested 

in highly-marketable securities

Greater volatility

More stable income stream
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Accounting, Reporting & Analysis Tools

To facilitate Accounting, Reporting, Risk Mgmt., Compliance & 
Analysis

Investment Advisor 
#2

Custody Bank

Liquidity

Demand

Deposit
LGIP

Targeted Maturities

Specific Cash Flow 
Needs

Short Term

(Reserves or 

Core Portfolio)

1-3 or 1-5 Year 
Gov/Corp

Benchmark

Intermediate-
Term

1-10 Year 
Treasury/Agency

Benchmark

EXAMPLE TACTICAL APPROACH
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Clearwater, 

Sympro,

Tracker and 

more

Chandler, FTN, GPA

PFM, Insight and more

BNYM, US Bank, 

Wells and more

Less than 1 Full time equivalent staff member assigned to treasury 

under this model.
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Cash Flow Forecasts Are Important
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Daily Cash Needs – Sample Worksheet

14

Our Goal is to keep 

less than $2 Million 

in our demand 

deposit account



15

ACCOUNTING, REPORTING & PERFORMANCE BENCHMARKING
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Visual Aids help tell the story to governing body
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RISK SUMMARY
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Benchmark Comparisons
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Policy Compliance
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So What does San Diego County Do? 
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SAN DIEGO COUNTY INVESTMENT POOL

• Invests the funds of over 210 public entities, including the County, 42 K-

12 school districts, 5 community colleges, and over 160 other agencies

• Assets under management peaked at $11.6 billion in 2018

• Locally managed by full-time, in-house investment team of 4 and 

overseen by Oversight Committee made up of 10 public and private 

members 

• AAA rated for the last 19 years

Indicates highest underlying credit quality and very low sensitivity to market risk. 
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Daily Process 

• Determine opening cash position

• Current Bank Balance(s)

• Investment Maturities/Purchases

• Actual Deposits and Disbursements eg:

• State Apportionment Receipts, Bond Payments

• Account for additional transactions yet to occur

• Wires out & Controlled Disbursements

• Expected Deposits

• Daily Liquidity ~$275 million dollars

• $200 million in overnight purchases (rate driven CP/MMF)

• $75 million in MMF (2pm availability)

• $500 thousand in Bank – Sweep MMF/ECR

• ~$20 million across 2 banks during transition

• Invest remaining available funds  
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Cashflow Forecast
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Systems, Programs and Applications

• Excel

• Cashflow actual and forecast

• Modeling

• Bloomberg

• AIM – Portfolio Management and Compliance

• Market Monitoring

• Communication with Broker/Dealers

• Sympro

• Investment Accounting Software

• Online Access

• Bank Accounts – Balance Reports

• Money Market Funds – Trade Execution 
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Takeaways

• Fiduciary Duty requires a Comprehensive Investment 
Program 

• Well Written and Comprehensive Investment Policy

• Regular Investment Policy Review

• Benchmark Selection

• Disciplined Investment Process

• Cash Flow Modeling

• Compliance Monitoring

• Comprehensive Reporting  

www.newportbeachca.gov/treasury
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http://www.newportbeachca.gov/treasury
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Takeaways - Continued

• Risk Management  is an integral component of a Comprehensive Investment 
Program

• Market, Credit, Liquidity, Reinvestment & Event

• Diversify to reduce exposure to risks

• Measure Performance against Benchmarks

• Important to manage expectations and communicate strategy

•Make use of analysis tools and resources at your disposal

•Review Policy with oversight board frequently 

•Consider Investment Certification Program – CMTA, APT or Others

•Cash flow forecasts are imperative to Comprehensive Investment Program

•Opportunity cost of remaining too liquid or waiting for market changes
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Questions? - Here are a few to get you started:  

1. Many cities don’t have the manpower to run a comprehensive investment program 

and therefore leave their treasury in LGIP.  What are some options they should 

consider? 

2. Is there a minimum portfolio size that makes sense for an Investment Advisor to 

manage?

3. What are some best practices in broker selection?
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