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Is it a Mirage”
The annual CMTA Pre-Conference will be held on April 28 and 29 at the Miramonte Resort in Indian Wells. The Pre-Conference will focus on topics on how to protect Agency assets. The conference leads off with an economist and then touches on investment options in the current interest
environment and important controls to consider in an investment policy. It concludes with a review of
bank fraud, identify fraud and employee fraud. See the complete agenda at www.cmta.org. Onsite registration is available if you decide to attend at the last minute. There is no late registration penalty.

Auction Rate Securities Market
—by Sean C. Davy, Global Product Manager with Deutsche Bank
Corporate Trust & Agency Services in NY, an Auction Agent
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So you ask, what are Auction Rate Securities?
Auction Rate Securities (ARS) are long-term instruments whose interest rates reset at specific frequencies. These shorter frequen-
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cies, typically a 7, 28, or 35-day interval, allow issuers to mimic the
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performance of a short-term obligation. The reset mechanism occurs
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via a modified Dutch auction where investors submit their orders
through registered broker-dealers.

—Continued on page 4
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President’s Message…Whoa,
what a year it has been!
First and foremost, I want to thank all of you for your support during
this past year and congratulate you all for your safe and prudent investing in our seemingly never-ending low interest rate environment! You are all to be commended for your resolve and for
resisting the temptation to “chase yield” which can so often
put our principal at risk…
I also want to take this opportunity to thank the current
Board for their participation this past year. CMTA is a volunteer organization and your Executive Board, Division
Chairs, and Committee Chairs and members make it all
happen! Thanks too to those of you that have volunteered to
serve in the coming year.
Undoubtedly we will all continue to work on our budgets as we
try to find ways to recover from the State raids on our local revenues. I encourage everyone to continue to lobby their State Legislators and continue to work with the League of California Cities to
protect our local revenues.
I was able to attend several divisional meetings in my last
Robert Groeber, President
quarter as your President… I have made it to all the Division’s this
year except for Division IV! I will try to “make up” one of their
meetings as the Immediate Past President. I am encouraged by the attendance and enthusiasm displayed at the divisional meetings – the future of CMTA is in good hands! I encourage all of you to
become involved in your divisions and on one of the many CMTA committees.
I look forward to seeing you all at the Conference in Indian Wells. President Elect Shari
Freidenrich has assembled a timely and educational program that is sure to prove worthwhile for all
attendees, and what better place than Indian Wells in the spring?!
Thank you all for allowing the honor and privilege to represent CMTA this past year!
—Robert

OOPS! We
apologize!
There was an omission
on a couple of articles in the
Winter issue of Dollars &
Sense. The persons responsible for the articles were
left off. The article on Ten
Steps to a Successful Banking Conversion was contributed
by
Bonnie
Gilmore, CCMT, Santa
Rosa, and the article on
Seven Simple Steps to Protect Against Check and
ACH Fraud was contributed by Beth Leonard,
Vice President, Bank of
America."

"Hold it right there,
Dr. Becker...
for situations like
this we loan you a
knee pad.""
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CMTA Division IX

New CMTA Division X!

The February 2003 meeting topic was an
update on the Federal Farm Credit Bank. The
presentation by Glen Dorian was informative
and the information useful. And he brought everyone little tractors!
Divisions 2 and 9 held a joint meeting on
April 9 at the Queen Mary. Our President
Robert Groeber installed the new officers for
each division. Bill Blackwill from Salomon
Smith Barney, spoke on the cost of staying in
cash, which is very timely in today’s market environment.
The balance in the Division IX Treasury as
of March 31, 2003 was $943.20

Congratulations to new Division X!
The CMTA Board rearranged the division
boundaries and created a new division, Division X, consisting of San Bernardino and Riverside counties. Orange County will be
Division IX.
Teri Ferro, Finance Director of Murrieta,
will serve as the first Chair of the new division.
She was Chair of Division IX in 2002.
If you are a member of Division X, and
would like to be more active in CMTA, please
give Teri a call at 909-461-6045.

Division
Chairs
I
Dale R. Nielsen, CCMT
Vista, CA
Tel: (760) 726-1340
Fax: (760) 639-6171
dnielsen@ci.vista.ca.us
II
Kelley Williams
Arcadia, CA
Tel: (626) 574-5465
Fax: (626)447-6021
kwilliams@ci.arcadia.ca.us
III
Greg Wiles
Fresno, CA
Tel: (559) 498-1306
Fax: (559) 488-4636
greg.wiles@ci.fresno.ca.us

Division IV meeting rescheduled
The meeting originally scheduled for March 14 has been changed to May 16 due to lack of response. The speaker is still special agent Mary Marsh of the FBI on the ANSIR program which
is about “national security”, particularly as they relate to economic espionage and theft of trade
secrets. Call Bob Begun at (831)475-5629 or e-mail at r.begun@worldnet.att.net for further information.

IV
Robert “Bob” Begun
Capitola, CA
Tel: (831) 475-5629
Fax: (831) 479-8879
r.begun@worldnet.att.net

—Bob Begun,chair of Division IV

Government Associates — Greetings!
Thank you for participating in CMTA! I have had the pleasure of serving as
your liaison since 1998.
In July 1989, I began working at Eastern
Municipal Water District; I found it difficult not
having a vote in CMTA decisions. Matter of
fact, I immediately had to step down as
Past-President because of the conflict with the
CMTA by-laws. Our right to vote and participate
in CMTA was the result of raising the awareness
of the Board of Directors (1998-99), who supported the by-law change and the general membership unanimously agreed.

Our President, Robert Groeber transferred
from the City of Visalia to the Visalia Unified
School District during this fiscal year. This demonstrates the importance of the acceptance of
Government Associate membership. Robert has
the distinction of being our first Government Associate President! Way to go Robert!
I have been rewarded in so many ways by
participating on the Board as your Government
Associate Liaison. It is now time for me to step
aside and let someone else serve in this position.
Margaret Rutledge, with Mesa
Consolidated Water District, has
agreed to serve next year.
Thank you very much! Consider CMTA service and you will
enhance your career by networking
with the most dedicated municipal
treasurers in California. Remember
that you can only receive what you
are willing to give.
—Patricia A. Elliott,
Government Associate Liaison
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V
Pauline A. Marx
Emeryville, CA
Tel: (510) 596-4328
Fax: (510) 658-8095
pmarx@ci.emeryville.ca.us
VI
Shaun L. Farrell, CCMT
Galt, CA
Tel: (209) 366-7144
farrell@softcom.net
VII
Maureen Lennon
San Carlos, CA
Tel: (650) 802-4118
Fax: (650) 802-4106
farrell@softcom.com
VIII
VACANT
IX
Margaret Rutledge, CCMT
Costa Mesa, CA
Tel: (909) 574-1022
Fax: (909) 574-1036
margaretr@mesawater.or
X
Teri Ferro
Murietta, CA
Tel: 909-461-6045
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Committees
EDUCATION

Christine Vuletich, CCMT
Folsom, CA
Tel: (916) 335-7297
Fax: (916) 985-0870
cvuletich@folsom.ca.us
LEGISLATION

Michael Reynolds, CCM
Redlands, CA
Tel: (909) 798-7544
Fax: (909) 798-7670
mreynolds@eee.org
SITE SELECTION

Adair Most, CCMT
Victorville, CA
Tel: (760) 955-5060
Fax: (760) 245-6646
amost@ci.victorville.ca.us
CERTIFICATION

Judith Oltman, CCMT
Hemet, CA
Tel: (909) 765-2317
Fax: (909) 765-2337
joltman@cityofhemet.org
MEMBERSHIP/BUDGET

See Treasurer
NEWSLETTER/PUBLIC
RELATIONS

See Vice President
STANDING RULES /BY-LAWS

See Past-President
LEAGUE LIAISON

Fran Medema
Sacramento, CA
Tel: (916) 658-8218
Fax: (916) 658-8240
medemaf@cacities.org
COMMERCIAL
ASSOCIATE LIAISON

Camee Lewis
Los Angeles, CA
Tel: (213) 614-2251
Or (800) 677-3729
Fax: (213) 614-2236
lewiscl@wellsfargo.com
SPECIAL DISTRICT LIAISON

Patricia A. Elliott
Perris, CA
Tel: (909) 928-6154
Fax: (909) 928-6168
Elliottp@emwd.org
2003 CONFERENCE

Indian Wells
April 28-May 2, 2003
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Auction Rate Securities Market
The broker-dealers then submit the orders to
the Auction Rate Agent, who facilitates the auction process and communicates the “winning
bid rate” and subsequent allocation of bonds
back to the dealer community.
The basic concept of a modified Dutch auction is that the winning bid is the lowest interest
rate that clears the auction (fills all orders up to
and including orders at that level ). That winning rate then becomes the interest rate applied
to the entire issue until the next auction reset
date. By the nature of the process, some investors that bid at a lower interest rate may receive
bonds at a higher interest rate. On the flip side,
investors that bid at too high an interest rate, receive no allocation of bonds.
Whereas a Variable Rate Demand Note
(VRDN) would generally require a letter of
credit, ARS deals do not because the investor
does not possess a “put option” but rather relies
on the liquidity generated by the Dutch auction.
Given the inherent higher liquidity risk for investors (predominantly retail and high net
worth) a majority of issuance to date has been
rated Aaa/AAA, often based on bond insurance.
Most underlying ratings on ARS are “A” or
higher, which combined with the additional
bond insurance, provides comfort to investors
regarding capital preservation and auction success. Most importantly, issuers seem to be
achieving better economics from the auction rate structure due to several factors
including the increasing cost of bank
facilities and the more stringent covenants attached.
There are several nuances to the ARS structure
that
bear
understanding.
For
example, most larger
issuances are broken
down into series with
smaller denominations in order to promote for a more
efficient auction process.
The structure also needs to
contemplate a “failed
auction” whereby
there are more sellers than buyers at a

—continued from page 1

given point in time. In this instance, a maximum
rate would be stipulated and that rate would apply until the next auction. Failed auctions, however, have been very rare due to the high quality
of the issuers as discussed above.
What is the Market

The ARS market, with outstandings currently in excess of $140 billion, is likely to continue to grow at double-digit rates in the next
few years. This market incorporates a diverse
set of issuers including closed end municipal
funds and corporations but the highest growth
segment has been and is expected to continue to
be the public finance sector.
Auction Rate Securities issuance by municipal entities continues to be strong for 2003 and
more issuers are taking a good look at this structure for the first time. Issuers of all sizes have
tapped this market historically but the growth of
the market is more evident as larger transactions
are completed. Just a few weeks ago, Ascension
Health of St. Louis, Missouri issued over $1.34
billion of Auction Rate Securities as part of its
$1.53 billion Series 2003 Revenue Bonds, perhaps the largest tax-exempt ARS issuance to
date.
Frequent issuers of ARS include traditional
issuers of tax-exempt debt such as municipalities, states, utilities, housing finance
agencies, student loan finance authorities and universities. Several issuers in the State of
California have been
among those who have
tapped this market in recent years including
CA Health Facilities
Financing Authority,
Chela Financial, Sacramento
Municipal
Utility District, San
Diego County and
others.
If Auction Rate Securities can save a few basis
points in financing costs, treasurers
and finance directors may want
to investigate whether the
structure can meet their needs
when issuing new debt.
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Oasis of Opportunities

Dollars & $ense

The annual CMTA Conference will be held
on April 30, May 1, and 2 at the Miramonte Resort in Indian Wells. The conference kicks off
with lessons learned from a fighter pilot and includes an appearance by the United States Treasurer Rosario Marin (invited). General Sessions
will include risks and opportunities of Government Sponsored Enterprises, rightsizing, downsizing, and capsizing decisions, the latest update
of the State’s budget picture and a noted Economist from UCLA Anderson Forecast. Con-

current sessions provide smaller group opportunities to learn about CALPERS latest
actuarial, CDIAC reporting requirements,
Debt Issuance Regulations, the CMTA
listserv/website, the latest LAIF outlook and
examples of various Treasurers reports. For
the complete agenda, go to www.cmta.org.
On site registration is available if you decide
to attend at the last minute. There is no late
registration penalty.

Commercial Associates Support
2003 CMTA Conference
The Conference sponsorship committee
(Camee Lewis, Wells Fargo; Bill Gallardo, City
of Brea; and Dale Belcher, City of Oxnard) is
pleased to announce the strong participation of
CMTA Commercial Associates (CAs) in spite
of the vendor space limitations.

n Banc One Capital
Markets

n Bank of America
n Bank of New York

A total of 22 CAs came in at full
SPONSORSHIP of $1,750 and 5 came in as
CONTRIBUTORS at $950. With this support,
CMTA is able to provide an excellent array of
speakers and workshops, yet maintain a reasonable cost for all attendees.
THANK YOU to SPONSORS:

n Higgins Capital
Management

n ICMA Retirement
Corporation

Western Trust

n MBIA Customized Asset

n Bank of the West

Management, Merrill
Lynch

n Bond Logistix, Chandler
Asset Management

n FTN Financial

n Morgan Keegan &
Company, MuniFinancial

n PFM Asset Management

n SafeChecks
n Securities America
n Stone & Youngberg
n U S Bank
n UBS PaineWebber
n Union Bank of CA
n Vining Sparks
n Wells Fargo Bank.

Thank you to CONTRIBUTORS:
Great-West Family of Companies,
CIBC Oppenheimer, Koch Financial
Corporation, L M Capital Group,
Metropolitan West Securities.
Please look for representatives of
these companies at the
Conference, and
thank them personally for their
ongoing support of
CMTA.

Is the quarterly newsletter
of the California Municipal
Treasurers Association
Direct all
correspondence to:

Michael Prandini
Clovis, CA
Tel: (559) 324-2108
Fax: (559) 324-2845
mikep@ci.clovis.ca.us
It is the policy of the
CMTA Board to permit
articles of interest on
investment strategies,
techniques or
instruments to be
published for their
educational or reference
value in the Dollars &
Sense newsletter. The
Board advises members
and readers of these
articles that the Board
makes no endorsement
or verification of
accuracy of cited
references and
calculations, and further
makes no
recommendation
regarding whether a
particular investment is
suitable for any or all
municipal investors.
Readers are reminded
that such articles are
the opinion of the
article’s author. The
CMTA Board advises
any member or reader
to prudently analyze, in
detail, any article
published should the
brevity of such an
article spark his/her
interest.
Design by Donaghu Graphic
Designs (925-937-8283)
fdonaghu@aol.com

"Well now, that's a good one. Know any more jokes?"

CMTA Dollars & $ense
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SubCommittees

CDIAC reviews second quarter 2002 investment
portfolio reports from cities and counties

EDUCATION
Chair: Christine Vuletich
Members:
Victoria Beatley
Dale Belcher
Vicky McAthie
Michael Reynolds
William Blackwell

As you know, cities and counties are required, by Government Code
Sections 53646 (g) –(i), to forward their second and fourth quarter
investment portfolio reports and copies of their annual investment
policies to CDIAC.

BUDGET & MEMBERSHIP
Chair: Victoria Beatley
Members:
Robert Gröeber
Fran Medema
SITE SELECTION
Chair: Adair Most
Members:
Dale Belcher
Linda Lorenzetti
Mike Prandini
Mike Reynolds
CMTA HANDBOOK
Chair: Dale Belcher
Members:
Jessica Batinich
Pat Elliott
Vicky McAthie
Fran Medema
Mike Reynolds
NOMINATION
Chair: Linda Lorenzetti
Members:
MEMBERSHIP DRIVE
Chair: Michael Prandini
Members:
Linda Barnett
Linda Lorenzetti
2003 CONFERENCE
Indian Wells
April 28–May 2, 2003
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These reports and policies, that are prepared
in accordance with Government Code Sections
53646(a)-(b), are used by CDIAC to review
public investment practices on a more consistent
basis. This information is part of the CDIAC’s
research, education programs, and technical
support services.
The March edition of Debt
Line, published by the California
Debt and Investment Advisory
Commission (CDIAC), has an article on their review of the investment reports submitted by cities
and counties for the second quarter
2002. This is the first time CDIAC
has issued any results from their
review and their initial findings are
based on aggregated results.
CDIAC noted that, since the reports are not in a standard format,
they had to make assumptions regarding various aspects of the
data.
CDIAC indicated that the information presented in the article
was best used to provide a broad
“snapshot” of the local agency
portfolios. CDIAC also indicated
that they discourage local agencies
from making one-to-one comparisons of factors, such as yield, be-

cause the information reported does not take
into consideration cash flow or risk acceptance
levels that will vary significantly among agencies.
Since we send them our reports, you should
take a look at the results of their examination of
the data.
—Mike Prandini, Treasurer, City of Clovis
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Thank You to the Sponsors of Dollars & $ense!
(All advertisers throughout the newsletter)
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CMTA Listserv
now up and running!
If you haven’t signed on to the new CMTA
e-mail listserv, you still may do so. The members list
may be used to share information and survey information on how different agencies handle a particular
issue. Each division also has a list to share meeting
notices and share local information. To join the list,
simply go to the website and you can subscribe
on-line. Once you subscribe, you may send a message
to the list at the addresses listed below:

Calendar of Events
CMTA DIVISION MEETINGS
Division I

Dates, locations and topics tbd

Division II

June meeting in City of Los Angeles.
Location and topics tbd

Division III

Dates, locations and topics tbd

Division IV

May 16: Mary Marsh of the FBI on the ANSIR
program, national security

Divisions V
& VII

Dates, locations and topics tbd

Division VI
& VIII

Dates, locations and topics tbd

Division IX

Dates, locations and topics tbd

Division X

Dates, locations and topics tbd

General Members List: cmtamembers@cmta.org

Division 1:
Division 2:
Division 3:
Division 4:
Division 5:
Division 6 and 8:
Division 7:
Division 9:
Division 10:

cmta-division1@cmta.org
cmta-division2@cmta.org
cmta-division3@cmta.org
cmta-division4@cmta.org
cmta-division5@cmta.org
cmta-divs6and8@cmta.org
cmta-division7@cmta.org
cmta-division9@cmta.org
cmta-division10@cmta.org

In addition...
CMTA also provides email list serv services for
the CMTA Divisions so messages can be sent to
members with in specific geographic areas. These list
servs are particularly useful when a member needs
help on a local issue or one which does not concern
the membership at large. These division lists can be
used to notify members of division meetings and
could, if enough members sign on, ultimately replace
the expensive and cumbersome mailing of division
meeting notices.

California Municipal
Treasurers Association
c/o Michael Prandini
City of Clovis
1033 Fifth Street
Clovis, CA 93612

UPCOMING CONFERENCES
Apr 28–May 2, 2003

CMTA Conference, Miramonte Resort,
Indian Wells. See full details on page 6.
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See you at the conference!
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