Sponsorships...!

It really was an “Oasis of
Opportunities” in Indian Wells
Entertainment...!

Education...!

Networking...!
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The program at the 41st Annual Conference in Indian Wells
was a great success providing training, education, networking and a warm desert sun for all 250 in attendance.
The Pre-Conference program was filled with topics such as Callable
Securities, Interest Rate Trends, Investment Policies, Fraud Protection and
a special program on Cash Handling.
David Carey opened the conference. A former navy pilot who spent
5 years as a POW in Vietnam, he inspired us to believe in ourselves and our
ability to overcome adversity we will encounter in our lives. We were also
delighted to have the United States Treasurer Rosario Marin speak to us
about her responsibilities as the U.S. Treasurer.
Other highlights included representatives from FMNA who spoke to
us about Government Sponsored Enterprises (GSEs); Ed Lemer, Director
of UCLA Anderson Forecast who talked about the California Economy
and Where Is It Going?; Girard Miller from ICMA Retirement Group who
talked about retirement planning in this
current investment market
There were numerous other programs
What’s Inside....
including Debt Issuance, Direct Pay4 President’s Message
ments, LAIF, CALPERS and a review of
2
4 Division Reports
the State budget by the Legislative Ana3
lyst’s Office.
4 Assessing the credit ris
k of Fannie
Mae and Freddie Mac
The Program Committee provided us
4
a wonderful program and we plan on do4 The Federal Reserve Sys
tem
5
ing more of the same next year in South
4 Certifications
6
Lake Tahoe. So plan on being there!
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CMTA
2003-2004
Officers

PRESIDENT
Shari L. Freidenrich, CCMT
Huntington Beach, CA
Tel: (714) 536-5200
Fax: (714) 374-1603
freidens@surfcity-hb.com
PRESIDENT-ELECT
Michael Prandini
Clovis, CA
Tel: (559) 324-2108
Fax: (559) 324-2845
mikep@ci.clovis.ca.us
VICE-PRESIDENT
Bill Gallardo, CCMT
Brea, CA
Tel: (714) 671-4418
Fax: (714) 671-4484
billga@ci.brea.ca.us
SECRETARY
Victoria Beatley, CCMT
Orange, CA
Tel: (714) 794-2236
Fax: (714) 794-2245
Vbeatley@cityoforange.org
TREASURER
Christine Vuletich, CCMT
Folsom, CA
Tel: (916) 355-7297
Fax: (916) 985-0870
cvuletich@folsom.ca.us
PAST-PRESIDENT
Robert Gröeber, CCMT
Visalia, CA
Tel: (559) 730-7532
Fax: (559) 730-7858
rjgroeber@visalia.k12.ca.us
PARLIAMENTARIAN
Karen Hornung, CCMT
San Bruno, CA
Tel: (650) 616-7061
Fax: (650) 876-0256
khornung@ci.sanbruno.ca.us
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President’s Message…It will be
a year of challenges for all of us
A new year for CMTA has begun, and I am
very honored to represent this outstanding organization as your President for 2003-2004. I will
do my best to represent you with integrity and
honor in the tradition of past CMTA presidents.
As I am writing this, the first challenge for
all of our members is the State budget and its
possible impacts on each of our agencies. By the
time you read this, hopefully, both the State and
your agencies will have passed a budget. One of
our goals this year will be to provide you value
in the educational opportunities that CMTA offers in the upcoming year through our workshops and annual conference.
Speaking of the annual conference, my first
order of business is to thank the Conference and
Program committees consisting of Adair Most,
General Conference Chair, and the following
members: Linda Lorenzetti, Robert Gröeber,
Mike Reynolds, Mike Prandini, Dale Belcher,
Lisa Strong, Les Wells, and Frances Medema.
The Conference was a tremendous success, and
I hope that all of you whom attended had a great
time and took advantage of the “Oasis of Opportunities” in the educational sessions. I also hope
that you turned in your evaluation for a chance
to win a free registration to this year’s conference for both an active member and a commercial associate. Next year’s conference will be in
South Lake Tahoe on April 19-23 at the Embassy Suites at a value rate of $129.
Finally, I send a big thank you to all of the
current Board members, those whom agreed

to continue serving
CMTA and those
of you whom are
newcomers to the
Board.
As we start this
year, I challenge
each of you to become involved in
your Division level.
Shari Freidenrich
We have ten DiviPresident
sions throughout
the State, and each division holds meetings during the year. One of the best ways to utilize your
CMTA membership is by attending these and
networking with other agencies. Make sure that
you sign up for the listserv for both CMTA and
your Division to keep abreast on all the latest information. Your involvement can range from attending the events, participating on a
committee, or becoming a Division or State officer. There are several committees outlined in
this newsletter, and I encourage you to call the
chair and become an active participant. CMTA
needs new and innovative ideas to continue to
serve this membership.
I look forward to attending many of the Division meetings and seeing each of you there
and interacting with other organizations as I represent CMTA at various conferences and events.
Thanks again for giving me the opportunity to
serve you this year.
—Shari Freidenrich

U.S. Treasurer
pauses for photo...
Left to right:
Victoria Beatley
Maureen Lennon
Bill Gallardo
Robert Gröeber
Rosario Marin,
U.S. Treasurer
Linda Lorenzetti
(hiding)
Shari Friedenrich
Bob Begun
Adair Most
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Get involved...make CMTA Division X
YOUR division!!

Division Chairs

If you are interested in
serving in CMTA . . .
we’re looking for volunteers for the following
positions:

]

VICE CHAIR—duties include
obtaining speakers for Division X
meetings and reserving restaurant for
meetings

]

TREASURER—duties include
maintaining Division X checking
account, paying bills, collecting
meal charges for meetings
If you are interesting in serving,
or know of someone who is interested, please contact me. This is a
great opportunity to steer CMTA Division X in the direction you would
like to see … and get the most out of
your membership!
We’re all busy with balancing
our time between our jobs, family and
personal life … but I would like to encourage you to consider getting involved in CMTA Division X. It’s a
great opportunity to learn, network,
meet wonderful people, and besides,
it looks great on the resume!!
— Teri Ferro, Chair of Division X, City of Murrieta

I
Lewis Brookins
Escondido, CA
Tel: (760) 839-4338
Fax: (760) 746-0612
lbrookings@ci.escondido.ca.us
II
Mary Kobus
El Segundo, CA
Tel: (310) 524-2310
Fax: (310) 640-2543
mkobus@elsegundo.org
III
Greg Wiles
Fresno, CA
Tel: (559) 621-7004
Fax: (559) 488-4636
greg.wiles@ci.fresno.ca.us
IV
Robert “Bob” Begun
Capitola, CA
Tel: (831) 475-5629
Fax: (831) 479-8879
r.begun@worldnet.att.net
V
Linda Lorenzetti, CCMT
Concord, CA
Tel: (925) 671-3183
Fax: (925) 671-3198
linda@ci.concord.ca.us
VI
Shaun L. Farrell, CCMT
Galt, CA
Tel: (209) 366-7144
Fax: (209) 745-3373
farrell@softcom.net
VII
Maureen Lennon
San Carlos, CA
Tel: (650) 802-4118
Fax: (650) 802-4106
farrell@softcom.com
VIII
VACANT

Bank of America

Lisa G. Martin
Senior Vice President
Regional Sales Manager

CA Government
Treasury Management Services
Phone: 619.515.5842
Fax: 619.515.5849
Email: lisa.g.martin@bankofamerica.com
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IX
Judy Vickers, CCMT
Costa Mesa, CA
Tel: (714) 754-5064
Fax: (909) 754-5149
jvickers@ci.costa-mesa.ca.us
X
Teri Ferro
Murietta, CA
Tel: (909) 461-6045
Fax: (909) 698-9885
tferro@murrieta.org
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Committees

Assessing the credit risk of Fannie Mae and Freddie Mac
—M. Corinne Larson, CCM, and Mary Donovan, CFA

EDUCATION

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

Vince Amado
Rocklin, CA
Tel: (916) 624-2424
Fax: (916) 624-0969
vincea@ci.rocklin.ca.us
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) 658-8218Fax:
(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

Margaret Rutledge
Costa Mesa, CA
Tel: (949) 574-1022
Fax: (949) 574-1035
margaretr@mesawater.org

For the past several years, government sponsored enterprises, particularly the Federal National Mortgage Association (Fannie Mae) and
the Federal Home Loan Mortgage Corporation
(Freddie Mac), have received a lot of negative
press. Fannie Mae and Freddie Mac received
even more attention recently when the Saint
Louis Federal Reserve Bank President William
Poole warned that these GSEs pose a risk to the
U.S. financial markets. In April, Federal Reserve
Chairman Alan Greenspan echoed these remarks
and called for more oversight of GSEs.
Unlike a true government agency, GSEs do
not carry an explicit full faith and credit guarantee by the U.S. Treasury. Rather, GSEs have a
credit line with the U.S. Treasury and are generally thought to have an implied guarantee from
the U.S. government. This implied guarantee is
the cause of the negative attention, and their potential credit risk is a concern for investors of
public funds.
Background

Fannie Mae and Freddie Mac are public
companies that operate under government
charters and were created by Congress decades
ago to increase homeownership by making mortgages cheaper. They are regulated by the Office
of the Federal Housing Enterprise Oversight, in
the division of the Department of Housing and
Urban Development. GSEs sell debt and buy
mortgage loans from banks with the proceeds.
They profit from the difference between their
borrowing costs and the return on the purchased
mortgages and from fees. GSEs also sell
pass-through securities, which are bonds backed
by mortgages.
The primary concern about the GSEs is their
rapid growth. Fannie Mae and Freddie Mac now
own or guarantee $3.1 trillion in mortgages, or
45 percent of outstanding residential debt, compared to 25 percent in 1990.
GSEs carry a AAA rating by Standard &
Poor’s and Moody’s due to the implicit guarantee of the federal government. On a stand-alone
basis, their credit is still strong at AA.
Proposals for Reform

2004 CONFERENCE

South Lake Tahoe
April 19-23, 2004
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Recommendations for reforming the GSEs
have called for tougher capital requirements and
eliminating the line of credit and thus the implied guarantee. Proponents for reform argue

that boosting capital reserves will help the GSEs
survive any potential shock to their operations,
and eliminating the line of credit will help sever
ties to the federal government.
The credit lines Fannie Mae and Freddie
Mac have with the federal government are primarily symbolic as the lines of credit are small,
and these GSEs have yet to access them. However, it is their ties to the federal government that
have helped foster one of the most successful
housing-finance systems in the world. The housing market has been one of the primary drivers of
the economy in recent times. Attacking the foundation of the housing market would be a bold
move by any politician and could prove to be political suicide.
The debate over whether to privatize the
GSEs has been going on for quite sometime. In
1992, Congress ordered a test to see whether
Fannie Mae and Freddie Mac could withstand a
sudden shift in interest rates and a severe housing market recession over a 10-year period. This
test evolved into a capital standard recently put
into effect for the GSEs. Essentially, the standard uses data about interest rates, housing market conditions and the companies’ hedging
strategies to determine how much capital each
company should hold to meet its obligations in
an emergency.
In looking at Fannie Mae and Freddie Mac,
both companies meet minimum risk-based capital requirements although Freddie Mac is better
capitalized than Fannie Mae. Both agencies
maintain that they have enough liquidity to operate for three months in an emergency. Furthermore, they contend that they are better
capitalized than other companies given the kinds
of investments they make and the fact that they
only purchase residential mortgages, which they
contend are the safest kind of lending.
Investment Implications

Although the likelihood of privatization is
small, the effects of such an action on the prices
of these securities would be significant. If the implied guarantee was removed and the debt was
priced only according to the risk associated with
the issuer, the spread between Treasury securities
and GSE securities would widen. Currently, the
spreads between the securities are fairly narrow.
—Continued on page 5
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Assessing the credit risk...

—Continued from page 4

Even as they are scrutinized for their implied
guarantee, these GSE securities have become
more widely traded. Over the past few years,
GSEs have implemented benchmark programs
that involve reopening an existing issue and adding to the issue rather than creating a new security. This practice leads to greater liquidity in the
GSE market and a tighter spread between the bid
and offered sides of the GSE market. GSE debt is
becoming a more widely used hedging tool, and
futures contracts are now available on this debt.
All of these factors point to the legitimacy and
longevity of this market.
Conclusion

Since political implications of negative
press can be significant to public investors, in-

vestors must rely on their best judgment as to
the reaction of their governing bodies to any
negative press on these securities. If the governing body’s concerns are significant, investors
should consider limiting purchases of GSE issues as a percentage of the total portfolio. For
example, investors may limit holdings in any
one GSE issuer to no more than 25 to 30 percent
of the total portfolio. By limiting holdings of
these securities, investors can mitigate some of
the credit risk these GSEs might carry.
Corinne Larson and Mary Donovan are vice
presidents with MBIA Municipal Investors Service Corporation and can
be
reached
at
888-637-2662.

The Federal Reserve System
The Federal Reserve is the guardian of the Banker. The Fed
Maintains bank acnation’s money-banker, regulator, control- counts for the U.S.
Treasury and many
ler, and watchdog all rolled into one.
Like other countries, the U.S. has a national
bank to oversee its economic and monetary policies. But the Federal Reserve System, known informally as the Fed, isn’t one Bank. It’s 12
separate district banks, with 25 regional
branches, spread across the country, so that no
one state, region or business group can exert too
much control. Each district bank has a president
and board of directors and the system itself is
run by seven-member board of governors. In addition, there’s an Open Market Committee,
whose responsibility is guiding day-to-day
monetary decisions. Under the direction if its
chairman, it sets economic policy, supervises
banking operations and has become a major factor in shaping the economy. The governors are
appointed to 14-year terms by the president and
conformed by Congress and one term expires
every two years. The Chairman serves a
four-year term and is often chosen by the President to achieve specific economic goals.
Regulator. By authorizing buying and selling
of government securities, the Fed tries to balance the money in circulation. When the economy is stable, the demand for services is fairly
constant, and so are prices. Achieving that stability supports the Fed’s goal of keeping the
economy healthy and maintaining the value of
the dollar.
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government
and
quasi-government
agencies. It deposits
and withdraws funds the way you
do at your own bank, but in bigger volume:
Over 80 million Treasury checks are written
every day.
Lender. If a bank needs to borrow money, it
can turn to the Federal Reserve Bank. The interest the Fed charges bank is called the discount rate. The current rate is 2.25%.
Auditor. The Fed monitors the business affairs and audits the records of all banks in its
system. Its particular concern is compliance
with banking rules and quality of loans.
Controller. When currency wears out or
gets damaged, the Fed takes it out of circulation and authorizes its replacement. Then the
Treasury has new bills printed or new coins
minted.
Guardian. Gold stored in the U.S. by foreign
governments is held in the vault at the New
York Federal Reserve Bank – some 10,000
tons of it. Among its many tasks, the Fed administers the exchange of bullion between
countries.
Administrator. The Fed is also the national
clearinghouse for checks. It facilitates quick
and accurate transfer of funds in more than 15
billion transactions per year.

Dollars & $ense
Is the quarterly newsletter
of the California Municipal
Treasurers Association
Direct all
correspondence to:

Bill Gallardo, CCMT
Brea, CA
Tel: (714) 671-4418
Fax: (714) 671-4484
billga@ci.brea.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
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Congratulations on the following certifications

SubCommittees

At the 44th Annual Conference
the following members were
awarded the Certified California Municipal Treasurer (CCMT)
designations:

EDUCATION
Chair: Michael Reynolds
Members: Victoria Beatley,
William Blackwell, Bonnie
Kobayashi, Jerry Parker,
Michael Reynolds
BUDGET & MEMBERSHIP
Chair: Christine Vuletich
Members: Shari Freidenrich
Fran Medema

Mark Ambrozich, Culver City;
Maureen Lennon, San Carlos
Cherly Perkins, Bakersfield.

In addition, the following members were
awarded re-certification of their CCMT status:
Karen Avilla, Carson
Wanda Brown, Inglewood
Shaun Farrell, Galt
Josie Fong, Pleasanton
Shari Freidenrich, Huntington Beach
Tom Friery, Sacramento
Henry Gaus, Sweetwater Authority

GENERAL CONFERENCE
Chair: Adair Most
Members: Dale Belcher
Linda Lorenzetti, Mike
Prandini, Mike Reynolds,
Shari Freidenrich

Karen Hornung, San Bruno
Greg Irvine, Corona
Veronica Larson, Hayward
Kathryn Marshall, Whittier
Howard Mason, Belmont
Randy Rassi, Pico Rivera
Ed Ritscher, Palos Verdes Estates
Frederick Rohr, Anaheim
James Slobojan, Huntington Beach
Steve Stark, Santa Clarita
Judy Vickers, Costa Mesa
Christine Vuletich, Folsom.

If you would like to find out more about
CCMT Certification please contact Judy Oltman
CCMT, City of Hemet at (909) 765-2317 or
joltman@cityofhemet.org.

NOMINATION
Chair: Robert Gröeber
Members:
MEMBERSHIP DRIVE
Chair: Michael Prandini
Members: Linda Barnett,
Linda Lorenzetti
2004 CONFERENCE

South Lake Tahoe
April 19-23, 2004
Newly recertified members gathered for photo.

Newly certified: (l to r) Maureen Lennon, San
Carlos; Mark Ambrozich, Culver City; Cheryl
Perkins, Bakersfield.

AIG VALIC
Getting ready for the future today
can make tomorrow a lot brighter.
It’s never too late to begin planning for your retirement, but starting today may
make it easier to realize your retirement dreams.

AIG VALIC can help. Call 1-800-448-2542 to learn more.
Securities and investments advisory services are offered by
VALIC Financial Advisors, Inc., member NASD/SIPC.
AIG VALIC, a member of American International Group, Inc., is the marketing name for the family of
companies comprising VALIC Financial Advisors,Inc.; VALIC Retirement Services Company;
VALIC Trust Company; and The Variable Annuity Life Insurance Company (VALIC).

VL 14557 (8/2002)

l

© 2002 AIG VALIC, Houston, Texas
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l

www.aigvalic.com
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Thank You to the Sponsors of Dollars & $ense!
(All advertisers throughout the newsletter)

Taxable Fixed Income Sales & Trading
www.syllc.com
Joe Brazil
415-445-2360
Andy Stoddard 415-445-2674
Jeff Switzer
818-528-2136
This is not an offer to sell, a solicitation, or an offer to buy any securities.

Doing business right,
over the years and by the numbers.
Morgan Keegan is one of the leading investment firms
serving municipalities across the United States. For
personal assistance with your portfolio needs call
John Hirt, Ben Blackmon or Rosa Schulte.
· 2nd largest issuer of FHLB debt for 2002
· 2nd in the nation for number of new issue
agency deals underwritten

800.564.3581 – John
800.742.2617 – Ben
866.261.3367 – Rosa
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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 General
particular issue. Each divi- Members List: cmtamembers@cmta.org
cmta-division1@cmta.org
sion also has a list to share Division 1:
Division 2:
cmta-division2@cmta.org
meeting notices and share loDivision 3:
cmta-division3@cmta.org
cal information. To join the Division 4:
cmta-division4@cmta.org
list, simply go to the website Division 5:
cmta-division5@cmta.org
and you can subscribe Division 6 & 8: cmta-divs6and8@cmta.org
on-line. Once you subscribe, Division 7:
cmta-division7@cmta.org
cmta-division9@cmta.org
you may send a message to Division 9:
cmta-division10@cmta.org
the list at the addresses listed: Division 10:

Calendar of Events
CMTA DIVISION MEETINGS
Division I

Dates, locations and topics tbd

Division II

June 11: Los Angeles. "The State Budget—What
we can do to Advocate the Budget" by Ann Marie
Wallace, LA Regional Rep for League of Calif Cities.
Other meetings: Aug 13, Oct 8, Dec 10, Feb 11,
Apr 14, (topic and speakers to be determined).

Division III

Dates, locations and topics tbd

Division IV

Dates, locations and topics tbd

Divisions
V & VII

June 12: Joint meeting, HS Lordships Restaurant,
Berkeley

Division VI &
VIII

Dates, locations and topics tbd

Division IX

Dates, locations and topics tbd

Division X

Dates, locations and topics tbd

UPCOMING CONFERENCES/MEETINGS
Aug 10–13, 2003

Association of Public Treasurers of the
United States and Canada 38th Annual
Conference, Washington DC

Sep 12–13, 2003

CMTA Board of Directors Meeting,
South Lake Tahoe

Dec 3–5, 2003

Association of California Water Agencies
Fall Conference, San Diego

Apr 19–23, 2004

CMTA Conference, South Lake Tahoe

Aug 9–12, 2004

Association of Public Treasurers of the
United States and Canada 39th Annual
Conference, Las Vegas, NV

EDUCATIONAL SEMINARS
Sep 17–19, 2003

California Municipal
Treasurers Association
c/o Bill Gallardo
City of Brea
1 Civic Center Circle
Brea, CA 92821

We had a great time...were you
CMTA Dollars & $ense

CMTA Beginning Workshop, Cal Poly
Pomona
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