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LGIPs in Colorado
 A local government investment pool (LGIP) is a collective investment vehicle utilized by local government 

entities such as municipalities, counties, school districts, and special districts to pool their available funds for 
investment purposes. The primary purpose of LGIPs is to provide local governments with a secure and 
efficient way to invest their short-term funds while maintaining liquidity and earning a competitive rate of 
return

 LGIPs have existing in Colorado since 1985.
LGIPs are a common investment
product utilized by Colorado local 
governments.  Within each sector,
the percentage of local government
assets that are invested in Colorado
LGIPs is as follows: 

o School districts (59.1%)

o Municipalities (20.4%)

o Counties (41.1%)

o Special districts (38.5%). Source: Investing Public Funds in Colorado
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Not all LGIPs are the same
 Fund Types

o Stable Net Asset Value
• GASB 79 complaint
• FASB compliant

o Variable Net Asset Value
• Short Term
• Long Term

o Fixed Rate Term Series

 Fund structure

o Diversification
o Liquidity
o Credit exposure
o Expense ratio

NET
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GASB 79
GASB Statement No. 79 (GASB 79) was adopted in 2015.  The 
National Association of State Treasurers published an 
excellent report on this topic titled:  Voluntary Guidelines for 
the Management of Stable Net Asset Value Local 
Government Investment Pools: Recommended Best 
Practices for Stable NAV pools.

GASB 79 is quite detailed, but key portfolio management 
guidelines include:

 Maturity Requirements. All securities in the portfolio must have a maturity of 397 days or less. The portfolio’s weighted 
average maturity must be 60 days or less and the portfolio’s weighted average life should be 120 days or less.

 Diversification. No more than 5% of the portfolio’s assets are from a single issuer. U.S. government securities are 
exempt from this requirement.

 Liquidity. 90% of the portfolio should be comprised of highly liquid investments. In addition, at least 10% of the portfolio’s 
assets must be in daily liquid assets, in addition to at least 30% being held in weekly liquid assets as those thresholds 
are defined in GASB 79. These minimum liquidity requirements are an important safety element.

 Portfolio Quality. An LGIP should maintain an approved issuer list.  Securities must be rated in the highest category of 
short-term ratings.
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Colorado LGIPs
 LGIPs typically invest in a diversified portfolio of short-term securities such as U.S. Treasury bills, commercial 

paper, negotiable CDs, and other fixed-income instruments with relatively low risk and short-term maturities. 
The income generated from these investments is distributed pro-rata among the participants in the pool 
based on their respective contributions. 

LGIP Year 
Established Portfolio / Assets ($ million) Expense Ratio

CSIP 2017 • Liquid Portfolio      $2,091
• Term Portfolio         $565

13 basis points
13 basis points

COLOTRUST 1985 • Prime                         $774
• Plus                        $13,982
• Edge                            $512

12 basis points
12 basis points
 8 basis points

CSAFE 1988 • Cash                       $3,236
                                   $2,699

16 basis points
15 basis points

CSLIP 2024 • Liquid                         $474 16 basis points

Sources:  csipinvest.com, colotrust.com, csafe.org, cslip.org

Note: All information is as reported in financial reports dated 12/31/25. Expense ratios are shown net of fee waivers.  The CSAFE Core portfolio includes $357 million 
of CSAFE Cash assets.

Colorado LGIPs
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LGIP Yield Dynamics
The federal funds rate (Fed Funds) is the interest rate at which depository institutions lend balances at the 
Federal Reserve to other depository institutions overnight. Changes in the federal funds rate trigger a chain of 
events that affect other short-term interest rates, including LGIP yields. 

Source: Bloomberg
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Elements to Managing an LGIP 

Investments

Operations

Strategies

Compliance

Investments must comply with Colorado Revised Statutes, the 
LGIP’s investment policy and the rating agency guidelines  

An LGIP must have the systems in place to monitor portfolio 
holdings, facilitate trading, client service, participant 

transactions and website reporting

The portfolio strategies of an LGIP are designed to provide 
competitive yields and manage risk

An LGIP should have the systems and experience to monitor 
portfolio compliance, trading activity, marketing disclosures 

and distribution rules (FINRA) 
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Daily LGIP Management Process

• Review portfolio 
holdings
• Floating rate 

securities
• Fixed rate 

securities
• Repo
• MMF

Confirm liquidity 
levels
• 1 day
• 7 day

Review 
exposures
• Issuer
• Sector
• Country

Assess 
transaction 
activity
• Redemptions
• Purchases

Review  
investment 
opportunities
• Spread levels
• Supply
• WAM/WAL 

constraints

Fund close
• Finalize repo
• Verify portfolio 

compliance
• Strike NAV

Trade 
Completion
• Review trade 

tickets
• Confirm trade 

settlement
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LGIP Transparency

Monthly

Fact Sheets

Portfolio Holdings

Newsletter

Portfolio Stress 
Tests

Quarterly

Board meetings

Financial Reports

Colorado Division 
of Securities 

Reporting

Annual

Financial Audit

Board member 
elections



Portfolio Management and 
Credit Analysis



12

Constructing a Portfolio
 Duration Risk

o Weighted Average Maturity (WAM) is the key metric to assess sensitivity to changes in interest rates.
o WAM is limited to 60 days maximum.

 Credit Risk
o Weighted Average Life (WAL) evaluates sensitivity to changes in credit spreads. 
o The maximum permitted WAL is 90 days.

 Sector Allocation
o Diversifying investments across sectors/industries reduces risk and can enhance returns.

 Security Selection
o Rating minimums (A-1/P-1), issuer concentration limitations (5%, or 10% at the parent/sponsor level) 

reduce idiosyncratic risks.
o This must be supplemented by thorough credit analysis and monitoring.

 Liquidity Management
o A minimum of 10% must be available overnight, and 30% maturing within 7-days (GASB 79).
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Duration Strategies

Source: SEC.gov

Scenario A: Rising interest rates:

Shorten the Weighted Average Maturity 
(WAM) to safeguard principal value and 
allow reinvestment at higher rates.

Scenario B: Falling interest rates:

Lengthen the WAM to lock-in higher rates 
and reduce reinvestment risk.

Scenario C: Stable interest rates:

Extend the WAM to capitalize on a steeper 
yield curve and higher rates.
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Credit Strategies

Source: SEC.gov

Scenario A: Improving credit conditions:
Accelerating economic growth, looser financial 
conditions.

Extend the Weighted Average Life (WAL) to take 
advantage of tightening credit spreads and 
rising principal values.

Scenario B: Deteriorating credit conditions:
Declining economic growth, tighter financial 
conditions. 

Reduce WAL to protect principal value.

Scenario C: Stable credit conditions:
Modest growth, neutral financial conditions:

Extend the WAM to maximize carry/yield.
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Eligible Credit Investments
 Negotiable Certificates of Deposit

 - Short-term (<12mo) secured loans issues by deposit-taking institutions
 - Issued at a discount, or as a floating rate note
 - Lower availability, larger minimum sizes ($25-$50 million)

 Commercial Paper
 - Short-term unsecured loans to manage working capital needs
 - Issued at a discount, or as a floating rate security
 - Allows diversification into non-financial issuers
 - More availability than the CD market, lower minimums

 Asset-Backed Commercial Paper
 - Important subset of CP market, ~30%
 - Collateralized by receivables on underlying loans e.g. auto, credit card
 - Multi-seller vs. single seller program
 - Credit and liquidity support
 - Bankruptcy remote, sponsor strength key

 Corporate Securities
 - Allows further diversification, but could exhibit more volatility
 

Colorado 
LGIPs have 

79% exposure 
to credit 

instruments
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Commercial Paper
Section 3(a)(3) CP Section 4(a)(2) CP

Securities Act exemption §3(a)(3) §4(a)(2)

Nature of exemption Security-based Transaction-based (private 
placement)

Use of proceeds Must fund “current transactions” No “current transaction” requirement

Maximum maturity ≤ 270 days (9 months) No statutory limit, but market practice 
≤ 270 days

Distribution Broadly sold via dealers Private placement only

Investors Institutional CP buyers Accredited / sophisticated investors 
only

Resale Freely tradable in CP market Restricted resale

Common issuers Corporates, banks Financials, ABCP conduits, corporates

MMF eligibility Common Common (subject to Rule 2a-7)
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Credit Risk Premium
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Repurchase Agreements (“Repos”)
 One party (a dealer) sells a security for cash (to an LGIP) and agrees to repurchase it on a certain date

 A custodian bank acts as the intermediary, forming a contractual tri-party agreement

 Repos allow LGIPs to earn interest on cash while maintaining safety and liquidity

 Repo interest rates are influenced by several  factors:

- Federal funds rate
- Market liquidity                Macro factors
- Credit conditions
- Counterparty risk
- Underlying collateral           Micro factors
- Repo term

 Upcoming repo market reform: central clearing

- Reduce counterparty risk and rate volatility, particularly during month/quarter end 

Cash Investor
(LGIP)

Counterparty
(Dealer)

Custodian
(Bank)

Cash
$100 M

Cash
$100 M

Interest 
$10,083

Interest = 
$10,083

Cash
$100 M

Cash
$100 M

Securities $102 M

Securities $102 M

Tri-Party Repo Flow of Funds 

Initial Transactions

Closing Transactions

Legend



19

Repo Rates

Source: Bloomberg

Quantitative 
Tightening
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Security Analysis
 Credit analysis is an integral part 

of the investment process

 Financial institutions comprise 
the majority of LGIP assets

 Foreign (parent) entities form a 
significant portion

 Understanding the unique macro 
and business environment, and 
risk-taking culture is key

Qualitative Analysis

1. BUSINESS RISK: dependence on capital markets, unreliable deposits, 
higher risk loans

2. GEOGRAPHICAL RISK: operations in volatile markets, opaque regulations

3. GOVERNANCE ISSUES: history of weak internal risk controls

Quantitative Analysis

1. PROFITABILITY: return on equity, return on assets

2. ASSET QUALITY: non-performing loan ratio

3. FUNDING STRUCTURE: loan to deposit ratio

4. CAPITAL ADEQUACY: capital and leverage ratios

5. LIQUIDITY: liquidity coverage ratio
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Colorado LGIP Key Characteristics 
COLOTRUST+ CSAFE Cash CSIP CSLIP

Investment Advisor PTMA Morgan Stanley PFMAM State Street
Fund Assets ($ million) $13,982 $3,236 $2,091 $474
Ratings AAAm AAAmmf AAAm/AAAmmf AAAm
GASB 79 No Yes Yes Yes

WAM (days) 42 24 45 44
WAL (days) 81 74 82 82

Repurchase Agreements 14.8% - 29.9% 24.5%
Commercial Paper 46.5% 25.0% 36.1% 27.9%
Asset-Backed Commercial Paper 23.1% 61.2% 11.9% 14.9%
Certificates of Deposit 9.4% 5.0% 18.8% 24.0%
Corporates - - - 0.8%
US Treasuries - - 2.3% 4.2%
Money Market Funds 6.8% 8.6% 1.0% 3.6%

Fixed Rate 62.5% 66.7% 68.3% 69.2%
Floating Rate 37.5% 33.3% 31.7% 30.8%

Sources:  csipinvest.com, colotrust.com, csafe.org, cslip.org. 
Note: All information is as reported in financial reports dated 12/31/25.
           Percentages may not add to 100% due to rounding.



Maintaining a Stable NAV
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Maintaining a Stable Net Asset Value
 To achieve the goal of maintaining $1.00 per share, an 

investment advisor can employ a number of strategies, policies 
and investment approaches to help ensure that a stable net asset 
value is maintained during volatile market environments.

 Stable net asset value LGIPs can use the amortized cost method 
to value the portfolio if it meets GASB 79 criteria and elects to 
follow its requirements to value the portfolio. 

. . 

 The amortized cost method ignores changes in the market value of securities in the portfolio.  In order to 
assess the impact of security prices and interest rates, the rating agencies often require an LGIP’s 
investment advisor to conduct regular “stress tests” on the portfolio.

 Stress testing (sometimes referred to as "scenario" or "what-if" analysis) can be an effective tool to track 
the sensitivity of a fund's marked-to-market net asset value to changes in interest rates, credit spread 
movements, net redemptions, and the combined effects of these items.
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LGIP Stress Tests
 The value of securities in an LGIP portfolio can change for a variety of reasons:

o Change in interest rates
o Declines in the value of credit instruments (commercial paper, negotiable CDs)
o A change in the relative value of credit instruments (credit spreads)
o Large simultaneous redemptions in the LGIP (run on the fund)

 Potential Results
o Decline in Net Asset Value below $0.995 (Breaking the Buck)
o Loss of credit rating
o Allocation of fund losses to investors
o Suspension of fund activity
o Closing of the fund

 Stress Test Example
o $1 billion portfolio
o 35% allocation to credit instruments
o AAAm rated, GASB 79 compliant 
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LGIP Stress Test Model

Hypothetical - For Illustrative Purposes Only
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LGIP Stress Test: Scenario #1

Hypothetical - For Illustrative Purposes Only

Scenario

 $100 million redemption
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LGIP Stress Test: Scenario #2

Scenario
$50 million redemption
Interest rates increase 200 basis points
2% market value decline in two issues
Credit spreads widen 75 basis points

Hypothetical - For Illustrative Purposes Only
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Low Stress Test Scenario

Hypothetical - For Illustrative Purposes Only
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High Stress Test Scenario

Higher Stress Assumptions

Hypothetical - For Illustrative Purposes Only
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©2026 Chandler Asset Management, Inc. An Independent Registered Investment Adviser. This report is provided for informational purposes only and should not be 
construed as specific investment or legal advice. The information contained herein was obtained from sources believed to be reliable as of the date of publication, but 
may become outdated or superseded at any time without notice. Any opinions or views expressed are based on current market conditions and are subject to change. 
This report may contain forecasts and forward-looking statements which are inherently limited and should not be relied upon as an indicator of future results. Past 
performance is not indicative of future results. This report is not intended to constitute an offer, solicitation, recommendation, or advice regarding any securities or 
investment strategy and should not be regarded by recipients as a substitute for the exercise of their own judgment. Fixed income investments are subject to interest 
rate, credit, and market risk. Interest rate risk: The value of fixed income investments will decline as interest rates rise. Credit risk: the possibility that the borrower may 
not be able to repay interest and principal. Low-rated bonds generally have to pay higher interest rates to attract investors willing to take on greater risk. Market risk: 
the bond market, in general, could decline due to economic conditions, especially during periods of rising interest rates. 

HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE CERTAIN LIMITATIONS. UNLIKE AN ACTUAL PERFORMANCE RECORD, SIMULATED RESULTS DO NOT REPRESENT ACTUAL 
TRADING. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFIT OR LOSSES SIMILAR TO THOSE SHOWN. THERE ARE FREQUENTLY SHARP 
DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM. ONE OF THE 
LIMITATIONS OF HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF HINDSIGHT. IN ADDITION, HYPOTHETICAL TRADING DOES 
NOT INVOLVE FINANCIAL RISK AND DOES NOT TAKE INTO ACCOUNT THAT MATERIAL AND MARKET FACTORS MAY HAVE IMPACTED THE ADVISER’S DECISION MAKING IF THE 
ADVISER WERE ACTUALLY MANAGING CLIENT’S MONEY. NO HYPOTHETICAL TRADING RECORD CAN COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL 
TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND LOSSES OR ADHERE TO A PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH CAN 
ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC 
TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL 
TRADING RESULTS.

Disclosures
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