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World Bank Green Bonds Mobilizing funds from fixed income investors to tackle
the climate change challenge

Heike Reichelt, Head of Investor Relations and New Products at the World Bank
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be to protect the fiscal integrity
of its members by promoting the
professional advancement and
alliance of the public agency
Treasurers through education and
legislative activism.
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1215 K Street, Suite 2290
Sacramento, CA 95814
p: 916.231.2144 f: 916.231.2141
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W

hen we think about climate change and how we as individuals
can make a difference, we think about things like using less
energy, using renewable energy sources, driving more fuel
efficient cars, etc. But climate change needs to be tackled on many levels.
We can also make a difference with our investments - and this is where
green bonds fit in.
In developing countries, over the next few decades, we expect an immense
increase in population and economic growth, and high energy needs.
Making investments that move these countries onto a long-term path of low
carbon development is key to finding a global climate solution. And this is
where World Bank green bonds issued by the World Bank, which George
Richardson, Head of Capital Markets at the World Bank, introduced to
attendees at the “Road to Reinvention” CMTA 2011 Annual Conference in
San Diego, fit in.
Continues on page 6
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President’s Message
Nathan Hernandez, CCMT, CMTA President

M

any moons
ago, my boss
asked for a
few “volunteers” to
help with a conference
he was chairing. He
was CMTA PresidentElect at the time and I
was an AR Clerk...best
decision I ever made! Beside the fact that
the conference happened to be in Monterey
that year, it was a great educational
opportunity and I met a great group of
people. I would encourage each of you to
seek out those volunteers in your office and
share your experiences to get them involved
in CMTA. The next group of leaders is all
around you, build them up!

Lastly, just like your organizations, CMTA
is going through its share of budget
challenges, and like your organizations,
we are looking at ways to do things
differently, reduce our expenses and
raise revenues. We will continue to
stick to our mission to provide excellent
educational opportunities that bring
value to your organizations. We ask
that you stick with us, support your
local divisions and get involved with
CMTA. Feel free to send your ideas or
suggestions to myself or to your division
chair to help. It really is an honor to
serve this association and I’m looking
forward to the next year. Hope to
see some of you at your local division
meetings this year.

What a great conference in San Diego! It
was nice to see so many of you there, and
the program and speakers were terrific. It
truly is a changing game and “The Road
to Reinvention” isn’t about staying on the
yellow bricks, but rather carving a new
path and not being afraid to fail. One
of my favorite concepts from this year’s
conference was from Ted Gaebler, City
Manager, City of Rancho Cordova, when
he said we need to re-tool how we think
about government, from being a service
provider, to ensuring that services are
provided. Just a slight change of thinking
opens the doors to so many opportunities.
Time to dust off the right side of the brain!

Sacramento! – “We’ll be baaak…” $

Speaking of the conference, I want to
thank the Conference Committee – CoChairs Vikki Beatley and Christine Vuletich,
Mary Morris, Kelley Williams, Mia Corral,
and Susan Munson, as well as CMTA staff
Debbie Welch and Rita Corbinook. There
is a great deal of “volunteer” time put into
making the conference run smoothly from
the program to the conference hotel, and
these folks did a fantastic job this year.
THANK YOU!

Member Achievements
We want to highlight our
members professional successes!
Have you recently experienced an
outstanding achievement? Tell
us about it!
Please send all of your submissions to
ashley@cmta.org no later than Monday,
July 18 to be featured in the summer
newsletter.

Need
Revenue?

Audits, Analysis
& Software
Sales Tax
Property Tax
Bond Projections
Revenue Mapping
Animal License
Business License
Code Enforcement
False Alarm
Fire Inspection
Permit Tracking

www.hdlcompanies.com

(909) 861-4335
(888) 861-0220
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Is Your Finance Department Ready
to be a “Friend”?
Susan Munson, Fixed Income Live

I

t has been a decade since email became
commonplace. In the early days, if you
even used email, it often had to be
printed, signed and saved in a folder.
Obviously, now we all use email and to
many it has replaced the telephone as the
preferred mode of communication. The
pattern of invention to normal to outdated
is nothing new. But, today new ideas are
created so quickly that some are obsolete
before they get started.
We are in the midst of a revolution
affecting everyone, in every industry, in
every country on the planet. While the
revolution is ever quickening, it isn’t new.
Just 167 years ago, Samuel Morse sent the
first message via telegraph. It must have
been awesome (literally) to experience
the ability to communicate with someone,
almost instantly, miles away. Now we tweet
to the world in nano seconds and you and
500 million of your friends can play a part
in revolutionizing a country.
A fun video produced by Erik Qualman
and hosted at www.socialnomics.com
may surprise anyone wondering if social
media is a fad. While it took radio 38
years to reach 50 million users, it only
took television 13 and the Internet four
years. Impressive until you consider that
Facebook, the current bellwether for social
media, attained 200 million users in just
under a year. Socialnomics also tells us
that 96 percent of Generation “Y’s” (1630s) have joined a social network; which is
stunning when coupled with the fact that 50
percent of the world’s population is under
30 years old.
The stats are interesting but how do they
impact our social network: treasury and
finance professionals in California? I think
once we realize that just like the telegraph
and the telephone, utilities like Twitter

are simply tools we
humans use to interact
with our families,
friends, colleagues
and customers. Yet,
while 97 percent of
the Millennials have joined an online
social network and 80 percent of
companies worldwide use social media
to recruit employees, a show of hands in
a room of about 100 treasurers at the
recent CMTA conference indicated that
more than 50 percent of the agencies
represented do not allow the use of
social media in their organizations.
And our informal poll of financial firms
represented at the conference indicates
that a much higher percentage of
financial firms prohibit use.
At the conference, I was fortunate to be
part of a panel including Paul McIntosh,
Executive Director of the California
State Association of Counties and
Craig Watanabe, COO of Penniall
& Associates, both frequent speakers
on the topics of social media and/
or FINRA compliance. Our aim was to
define social media, discuss compliance
concerns and solutions, share some
best practices and consider reasons
why the tools may be helpful to our
organizations.
First, it is important to understand the
terminology. We often hear the terms
social media and social networks and
while there is overlap, they aren’t the
same thing. Social media is a way to
transmit to a broad audience. Think:
YouTube. Social networks are utilities
to connect with groups of people
with common interests. Think: LinkedIn.
Other services are a combination
Continues on page 4
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Social Media continued
of both, such as Twitter and Facebook. The term social
media is most often used to describe all of the available
online communication tools collectively. The distinctions are
especially important in the financial industry. For example,
firms needing to comply with regulatory guidelines classify
communication on YouTube and the front pages of Facebook
as social media and treat it as advertising. Communication
on LinkedIn and the back pages of Facebook is considered
social networking and monitored as correspondence.
Financial Industry Regulatory Authority (FINRA) has
published guidelines that will be helpful for both FINRA
regulated firms and agencies looking to create internal
policies to monitor communications and manage risk. The
two challenges are archiving and supervision. Just like with
email a decade ago, technological solutions are quickly
evolving to provide the means to capture and monitor
content timely and efficiently. Companies like SocialWare
and Erado (we are not endorsing and have no affiliation)
are popping up daily to provide solutions to help firms stay
compliant.
Still, gathering and disseminating the information throughout
your organization, and ultimately developing a social media
policy, will take effort. Generally, organizations take three
different approaches to managing the use of social media:
distributed, coordinated and centralized. Zappos is an
example of a distributor because it encourages authentic,
unfiltered use by all employees at all times. There is no real
policy as long employees follow the firm’s guiding principals,
which I’m sure include “be respectful” and “be nice.” At the
other end of the spectrum, centralized companies only allow
use of social media after it has been approved by a small
group of people, aka compliance, if it is allowed at all. It is
safe to say that most financial service companies currently
fall into this category. The third category, coordinated, is
somewhere in between and similar to the model used by the
California State Association of Counties (CSAC).
CSAC has proactively incorporated social media into its
culture and has immediately benefited both internally
and externally. Under the guidance of Executive Director
Paul McIntosh, CSAC has received several awards for its
innovative use of multiple tools such as blogs, Facebook,
Twitter, LinkedIn, Skype and YouTube. According to McIntosh,
its e-publication, the CSAC Bulletin, has saved CSAC time and
money as it has replaced the print versions of its newsletter,
and Twitter has markedly increased its interaction with the
press and general public. “We use Twitter to quickly get
information into the hands of decision makers and our blogs

as an effective way to communicate important legislative
information with the County Supervisors and staffs we
serve,” said McIntosh. You can check out the CSAC site at
www.csac.counties.org or tweet Paul at @CSACED.
In addition to the immediate benefits of cost savings and
reach, agencies that embrace today’s communication
tools have an advantage when it comes to recruiting and
developing talent. Recall that 97 percent of those 30 and
under use social media and are more comfortable with it
than they are with the good ole fashioned telephone. The
reality is that our generation is fast approaching retirement
and we need to recruit and retain talent in order to
prudently and effectively manage our finance and treasury
departments. I think it is safe to say that in order to attract
and retain, we need to be able to communicate.
So, where to start? During our recent session, Craig
Watanabe outlined the first things you need to think about
before implementing a policy for your organization. First:
identify what your true risks are, and second: understand
your potential pitfalls. Only then will you be able to sit
down to consider how to write a policy to mitigate your
risks. And since every organization is different, and social
media is evolving so rapidly that we are still deciphering
the available tools, every policy is going to be unique.
In summary, the panel agreed that the risk/reward tradeoff
is a good one and that social media is not just a fad. The
revolution is here.
To learn more you can watch the entire session, Social Media
& Finance, presented at the annual conference posted at
www.fixedincomelive.com/inside-edge/. $
Susan Munson is the Co-Founder and CEO of Fixed Income Live and
a Managing Director and Senior Portfolio Consultant for Main Street
Capital Advisors LLC.

CMTA'S First Media Den!
View video coverage of sessions
offered at the CMTA annual
conference as well as recap
interviews from CMTA's leadership.
www.fixedincomelive.com
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Reshape your
approach to paper.
There are many advantages to folding your traditional payments model into an
electronic solution. Whether cutting costs or accelerating cash flows, you can
multiply those advantages with ePayables and card solutions. As the No. 1 U. S.
treasury management provider, we can help your organization integrate a
comprehensive electronic solution with minimal disruption and optimum benefit.
Contact your local Government Banking specialist for more information or visit
us online at bankofamerica.com/government.
Susan Siekfas
1.415.913.2878
susan.siekfas@baml.com
Patty Ramirez
1.213.621.4979
patty.ramirez@baml.com
“BankofAmericaMerrillLynch”isthemarketingnamefortheglobalbankingandglobalmarketsbusinessesofBankofAmericaCorporation.Lending,derivatives,andothercommercialbankingactivitiesare
performedgloballybybankingaffiliatesofBankofAmericaCorporation,includingBankofAmerica,N.A.,memberFDIC.Securities,strategicadvisory,andotherinvestmentbankingactivitiesareperformed
globallybyinvestmentbankingaffiliatesofBankofAmericaCorporation(“InvestmentBankingAffiliates”),including,intheUnitedStates,BancofAmericaSecuritiesLLCandMerrillLynch,Pierce,Fenner
&SmithIncorporated,whicharebothregisteredbroker-dealersandmembersofFINRAandSIPC,and,inotherjurisdictions,locallyregisteredentities.InvestmentproductsofferedbyInvestmentBanking
Affiliates:AreNotFDICInsured*MayLoseValue*AreNotBankGuaranteed.©2010BankofAmericaCorporation.
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Green Bonds continued
Introduction to the World Bank

The World Bank is an international organization owned by
187 countries and operates like a development cooperative.
We work with our member countries to promote equitable
and sustainable economic growth. The World Bank Group
consists of different organizations that all work in different
ways towards this goal.
The official name for “World Bank” in the capital markets is
IBRD, which stands for “International Bank for Reconstruction
and Development,” IBRD provides development funding
and consulting services directly to governments of so-called
middle-income countries like Mexico and Brazil, in areas
such as education, health, environment, transportation,
energy and infrastructure. A separate entity – the aid
agency known as International Development Association
or IDA – provides funding and services for the poorest
countries.
To fund its activities, the World Bank raises about $20
billion - $30 billion a year in the capital markets through
hundreds of bond transactions offered to investors around
the world in different currencies, maturities
and structures. The World Bank is rated
triple-A and has been issuing bonds in the
capital markets for more than 50 years.
The high credit rating, supported by
shareholder backing, strong balance sheet
and conservative financial policies, make
World Bank bonds an attractive investment
for many official sector investors, like central
banks, looking for high quality assets.

And finding investments that met their risk-adjusted return
expectations and currencies was also a challenge.
These Scandinavian investors contacted SEB, a Swedish
bank, which approached the World Bank. The World Bank
finances projects in many different sectors – education,
health, nutrition, infrastructure, etc., in addition to the
types of projects that the investors wanted to support. The
capital markets team in the World Bank Treasury started
a dialogue with SEB and the investors about how to create
a product that met their financial needs and specifically
supported the types of activities they wanted to support.
We agreed with the initial investors on examples of projects
they wanted to support, and had the list vetted by a third
party.
The so-called “eligibility criteria” includes projects that help
reduce green house gas (GHG) emissions, such as renewable
energy and energy efficiency projects, and other projects
that help countries adapt to the consequences of climate
change, such as flood protection and reforestation.

Supporting activities that address the
climate challenge is a big focus for our
members and the World Bank pursues this
through lending and other activities.

The "World Bank green bond story"

A few years ago, a group of Swedish
and Norwegian pension funds was searching for ”green”
investment opportunities for the fixed income portion
of their portfolios. They wanted to support activities like
renewable energy and energy efficiency projects. But they
were faced with challenges. They didn’t have the internal
resources for individual project selection, due diligence or
ongoing monitoring. They didn’t want to take specific project
or country risk. They were concerned about liquidity risk
(they didn’t want to hold investments until project maturity
– they wanted to be able to sell their investment easily).

World Bank green bond basics

The World Bank green bond is a plain vanilla product with
flexible financial terms. It provides investors with a high
grade fixed income opportunity to support a portfolio of
projects. It addresses the challenges the original investors
were faced with – and has been purchased by different
types of investors worldwide.
Continues on page 7
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Green Bonds continued
Investors essentially use the World Bank as a platform for
project selection, due diligence and monitoring – we do
this for all projects anyway as part of the project cycle
and the safeguards all projects have to meet. And investors
benefit from the World Bank’s AAA/Aaa credit: they don’t
have to take on individual project or country risk, since
the repayment of the bonds isn’t linked to the credit of
a specific project. The financial terms of the product can
be designed to fit investors’ fixed income portfolios – they
can choose the currency, maturity and structure and have a
tradable product, which addresses their liquidity concern.
We’ve already issued more than $2.2 billion through 40
World Bank green bonds in 15 currencies. They have
different maturities but, reflecting the implementation
horizon of the portfolio of projects they support, most are
around five years or longer.
After our first green bond, a broad range of investors
have become interested in the bonds - many pension funds,
official sector investors, asset managers and retail investors
in the US, the UK, Scandinavia, Europe, and in Japan. We
also work closely with Nikko Asset Management, an asset
manager in the UK, that has set up World Bank green bond
funds for investors interested in participating in a bond fund
that contains primarily World Bank green bonds in different
currencies. The Nikko AM World Bank Green Fund recently
won an award as the innovative ESG (Environmental Social
Governance) product of the year 2010.

Benefits

The California State Treasurer, Bill Lockyer, said after he
purchased $300 million World Bank green bonds in 2009,
“Buying these bonds makes financial sense for California. It
strengthens our portfolio’s diversity while adding a sound
investment with a triple-A issuer. And it tells the world that
when it comes to climate change, California is prepared to
make a difference not just with policies, but with its money,
too.”
That sums up the benefits for investors.
For the World Bank as an issuer and development institution,
there are benefits as well:
1) We can reach new investors: This new
product helps us reach investors who may
not otherwise be aware of our bonds;
2) We raise additional funds: green bonds contribute
to our annual funding program and help us
finance projects in borrowing member countries;

3) We can create awareness about the environmental
activities in our member countries and the
need for private sector financing for climate
change projects, and have a different type of
communication and dialogue with investors.
We hope that World Bank green bonds can serve as a model
and act as catalyst for mobilizing funds from the private
sector through the capital markets – funds that are needed
to invest in climate change mitigation and adaptation
projects worldwide. We welcome feedback from investors
and hope they will support us and other issuers in designing
innovative products that meet their investment needs and
contribute to the global climate change challenge.
More information for investors on World Bank bonds and
a list of recent bonds showing financial distributors of our
bonds is available at: http://treasury.worldbank.org/
capitalmarkets. $

NBS
S

TM

helping communities fund tomorrow
• Special Tax, Fee and

Assessment Districts
SFD Software
• Proposition 218 Compliance
• Bond Compliance & Support
• Feasibility & Financial Studies
• Cost Allocation Plans
• User & Regulatory Fees
• Development Impact Fees
• Utility Rates
• D-FAST®

AGILE & FOCUSED

nbsgov.com | 800.676.7516

WATER, SEWER, STORM!
The NBS Workshop is coming to three locations this year!
This year’s NBS workshop will focus on funding strategies for
tomorrow for water, sewer, and storm drain systems. Our panel of
experts, including financial consultants, a financial advisor and a
communications expert, will address the following topics:
• Planning strategies for your utility reserves
• Managing utility rates for the long term
• Funding drastically increasing storm drain costs
• Communication strategies to help the quest for funding
• Paper or plastic? Developing your best strategies for both cash
and credit, and managing your credit ratings
• Plus - the latest developments with Prop 26 and 218
Panel of Experts:
Tom DeMars, Fieldman Rolapp & Associates; Jeanette Hahn, NBS;
Charles Heath, TBWB Strategies; Nicole Kissam, NBS; Pablo Perez,
NBS; and Tim Seufert, NBS
Workshop Dates and Locations:
May 26, Livermore, CA - Martinelli Event Center
June 1, Camarillo, CA - Spanish Hills Country Club
June 2, Temecula, CA - Temecula Creek Inn
More Information: FLIER ONLINE REGISTRATION
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Housing Finance Reform
and GSE Debt Update

capital to perform under any guarantees issued now or in the
future and the ability to meet any of their debt obligations.”
Investors can take comfort in this unambiguous commitment of
support by the federal government.

Sofia Anastopoulos, Chandler Asset Management

The report serves as an opening bell for a political and
policy debate that will likely not be short. That the mortgage
market is massive, the economy‘s recovery is nascent, and
a housing recovery has yet to take firm hold, suggest the
debate and, ultimately, the transition process will be lengthy.
Treasury Secretary Timothy Geithner stated to reporters that
the transition to a new system would likely take five to seven
years. A divided Congress underlies the difficulty and makes
a political solution and major reforms happening quickly
unlikely.

The Three Options

S

ince Fannie Mae and Freddie Mac were placed in
conservatorship in 2008, their future has remained
largely undetermined. As part of the takeover, they were
ordered to shrink their balance sheets, while their ultimate fate
was considered. Throughout this period, they have continued
to benefit from the support of the federal government.
Fannie Mae and Freddie Mac were originally established
(1938 and 1970, respectively) to promote the federal
government’s policies and lending programs for affordable
housing. The companies packaged and issued debt and
insured bond buyers against losses with the implicit support
of the federal government. Their debt obligations have been
extremely popular among public sector investors because
of the perceived safety of the implied federal backing. The
structure for Fannie Mae and Freddie Mac that ultimately
emerges from the current debate, and more importantly,
the structure and support of their existing and future debt
issuances, remain of critical concern to the public sector and
other investors of SLY funds.

The Administration’s Report for Reform

On February 11, the Obama administration presented a
report to Congress “Reforming America’s Housing Finance
Market.” This report presents three approaches for a
future housing finance system, one that is weaned from its
dependence on the government. It calls for the government
to shrink its role and “ultimately wind down” Fannie Mae
and Freddie Mac. Significantly, it commits the government to
ensuring that “Fannie Mae and Freddie Mac have sufficient

The three options presented suggest varying degrees of
reduced government involvement. The reform plan for housing
finance that the Administration presents seeks to accomplish
several goals. The first objective is to prepare for a private
mortgage market by paring government support for housing
finance and winding down Fannie Mae and Freddie Mac;
to address market flaws to protect borrowers, promote
transparency for investors, and increase private capital; and,
to target government’s support for affordable housing more
effectively and transparently. Continue reading

Planning Ahead
Debbie Welch, CMTA Executive Liaison

O

ver the years, members have commented that
it is difficult to attend both of the CSMFO and
CMTA conferences annually, and suggested in
these budget belt-buckling times that the associations
consider joining the two conferences. After surveying
the CMTA membership in February 2010, the consensus
was…wonderful idea! The CMTA and CSMFO Board’s
have been discussing the issue and agreed to plan a
joint conference at a southern California venue in 2014.
A joint steering committee has been formed to set the
planning into motion. The planning is in the early stages
and CMTA Board and staff will make every effort to
keep you informed about the development of this new
endeavor. It is a goal to provide program tracks for
both the treasury and finance professions.
Attached is a message published in the MiniNew from
CSMFO Executive Director Melissa Dixon that provides
additional information.
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New Education
Committee Chair
Nathan Hernandez, CCMT, CMTA President

F

or many years Mary Asturias, Financial Services
Manager, City of Burlingame has been managing
CMTA’s educational workshops and she has done an
excellent job as the Committee Chair. Mary announced to
the Board of Directors last fall that she was retiring this year.
As much as we do not want Mary to go, change is inevitable.
I would like to take this opportunity to recognize and thank
Mary for her many years of dedicated and distinguished
service to CMTA. She has been an invaluable leader
and when she steps down from the City of Burlingame in
December, we will definitely miss her! As CMTA President
and on behalf of the Board, we wish Mary much health
and happiness in the years ahead. We hope you will keep
in touch.
Tracey Lovely, Investment Analyst for the City of Richmond,
has been shadowing Mary for the past year. Tracey has been
appointed as the new Education Committee Chair. She will
oversee the essential and advanced investment workshops.
Tracey will also schedule speakers to help educate city,
county and special district staff on the latest information
regarding investment, economic news, technology and
governmental finance.

Mark your calendar for the upcoming workshops:

October 5-7, 2011 – Essentials Workshop
January 25-26, 2012 – Advanced Investment Workshop
Location: Kellogg West Conference Center located on the
campus of Cal Poly Pomona.
Have a topic and/or speaker for a session? Send your
speaker and topic suggestions to Tracey at tracey_lovely@
ci.richmond.ca.us. Check the CMTA website in June for
registration information. $

CCMT Certifications
The Board of Directors unanimously approved
the 2011 Certified California Municipal
Treasurer nominees. Shaun Farrell presented
each CCMT with a plaque on April 21 at
the CMTA annual conference in San Diego.
Certification Chair Donna Mullally was not able
to attend as she and her husband welcomed
their first child on April 16.

New Certifications:

● Laura Allen, City Manager, Town of Colma
● Sue Clive, Investment Analyst, City of Santa Rosa
● Dana Cortez-Barragan, City
Treasurer, City of Torrance
● Martin Krieger, Finance Director,
Desert Water Agency
● Tracey Lovely, Investment Analyst,
City of Richmond
● Fred Marsh, Controller, City of Alameda
● Marie Santos, Deputy City
Treasurer, City of Walnut

Re-Certifications:

● Sharon Ainsworth, Deputy City
Treasurer, City of Palm Springs
● Shaun Farrell, City Treasurer, City of Galt
● Rudy Hernandez, Finance Director/Treasurer,
Bear Valley Community Services District
● Laura Parisi, City Treasurer, City of Laguna Beach
● Christine Vuletich, Director of Finance,
City of South Lake Tahoe
● Kelley Williams, Revenue Collection
Specialist, City of Arcadia

n
n
n
n

Revenue Generation
Strategic Financial Planning
Arbitrage Rebate
Continuing Disclosure

800.755.6864 | www.willdan.com
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Excess Liquidity Can Cost You Money
For some public funds, the yield curve now trumps LAIF and pools
Girard Miller CFA, Ken Schiebel CFA and Sarah Meacham

F

or the past three years, California’s public cash managers have suffered through record low interest rates with few
investment alternatives. To re-liquefy the financial markets, the Federal Reserve lowered short-term interest rates to
nearly zero and has kept them there for more than two years. During this period, the yield on short-term securities
such as repos, T-bills, agency discount notes and commercial paper, have frequently fallen below the yield on the state’s
Local Agency Investment Fund (LAIF) as well as other local government investment pools (LGIPs). Some municipalities
have therefore invested all or most of their funds in these pools rather than purchasing individual securities on their own
or through a professional asset manager. In a nearly zero rate environment, they could have their cake and eat it too:
immediate liquidity and higher yields.
Now, however, the game has changed. Excess liquidity carries a price tag.
Since the Great Recession ended, and the Federal Reserve announced its second round of “quantitative easing,” long-term
investors began to anticipate an end to low interest rates. Yields on longer-term U.S. government and agency bonds have
risen significantly in the past six months, which has pulled up the yields on intermediate-term government securities as well.
Yields on two- and three-year U.S. Treasury and Agency notes are now well above the current yield on most investment
pools. This means that investors who hold much of their portfolio in investment pools can immediately increase investment
income by purchasing individual investments, while also enhancing the diversification of their portfolio. Continue reading

Thank you to our faithful sponsors for making the publication of Dollars & Sense possible. Click on
each ad to learn more about our sponsors’ services.
Fixed Income Strategies

Customized Asset Management

Local Government Investment Pools

Pension Fund Management

taking the long view in fixed income asset management
Cutwater Asset Management is a client-focused and solutions-based fixed income investment advisor.
With $43 billion in assets under management, Cutwater Asset Management ranks among the world’s
50 largest fixed-income investment managers. Our clients include state and local governments,
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Please visit www.cutwater.com for more information.
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The Pending Storm in
Meeting and Funding
NPDES Requirements
Dan Schaaf, PE, Schaaf & Wheeler, and Tim Seufert, NBS

T

he proverbial bar in storm drain management is
being raised – again. California communities, already
burdened by aging systems and existing standards,
are facing dramatically increased requirements for storm
drainage efforts as required by the conditions of the
National Pollutant Discharge Elimination System (NPDES) as
administered by the State Regional Water Quality Control
Boards.
The requirements that will be effective in the next couple
of years for eliminating trash and pollutants from the storm
drain systems will be arduous, and very expensive. Along
with these water quality requirements, California’s storm
drain systems are aging, the population is increasing, the
climate is changing, and the demands on our systems are
higher than ever. A well vetted and technically appropriate
storm drain master plan is needed.

Planning and Engineering

Storm drain management requires proactive planning,
the right infrastructure, along with regular operations
and maintenance. Developing, or updating, a storm drain
master plan is a good place to start, and contemplate the
needs, design requirements, and unique attributes of your
community. For many years in many communities, storm drain
management has been low on the priority list, until recently.
With more population and increased impervious surface
area due to development, storm drain management, with
significantly increasing water quality standards, is moving
up to high priority.
The requirements for the NPDES permit in the San Francisco
Bay Area, for example, will require many communities to
dramatically capture sediment, trash and metals in their
storm drain system. By 2022, trash down to 5mm in size
(roughly the diameter of a cigarette butt) will be required
to be removed from storm water. This alone will require a
lot of planning and maintenance effort.

Funding

After the technical issues have been addressed, it is necessary
to formulate strategies to fund both capital improvements

as well as ongoing maintenance and operations. The history
of funding storm drain projects in the Western United States
is technically complex, and politically charged. The State of
California has many unique facets curbing the creation of
storm drain utilities as is done in Washington and Oregon.
The passage of Proposition 218 is the greatest hurdle to
communities in establishing storm drain funding sources.
Proposition 26 does not appear to have effect in this
context. A bill, SCA 18, would allow local governments to
establish property related fees for storm drain costs, in
the same manner (i.e., the fee can be approved as long
as there is not a majority protest after notice has been
provided) as currently allowed for water, sewer, and trash.
However, this constitutional amendment fell dormant late in
2010 and it will require a vote of the people if it finally
passes through the Legislature.
Storm drain funding can be accomplished via a number of
elements, including:
• Development Impact Fees – one time fees
to fund capital only, no maintenance
• Regulatory Fees – fees that can
fund specific requirements
• Property-related Fees – property owner
or voter approved measure to fund
capital or maintenance or both
• General Obligation Bonds – voterapproved bonds to fund capital
• Special Taxes/CFD’s – voter-approved (or landowner
approval in the case of undeveloped land)
mechanism to fund capital or maintenance or both
Continues on page 12
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NPDES Requirements continued
• Assessment Districts – property owner approved
District/area to fund capital or maintenance or both
• Grants and Other Sources – various sources
• The General Fund – the last recourse when
all of the above don’t meet the need (a very
challenged fund for many, and likely the
current source of storm drain funding)
These are the funding alternatives that can be implemented
to generate funds for storm system improvements, operation
and maintenance in your community.

Summary

There are a handful of cities and counties that have a
robust funding toolset, including those who have successfully
passed storm drain fees. Others have failed. Establishing a
multi-disciplined team, including staff, community leaders
and specialists in engineering, financial and public outreach,
is the key to success. Reaching out to the public early and
often in the process and maintaining a focused approach
can improve the chances of successfully creating a suite of
funding tools that will allow your agency to get over the
“raised bar.” $

Precious Little Treasures
Investments in the future begin small and 2011
is off to a good start. Meet some of the newest
editions of our CMTA members’ families!
Erin Casey Barring
Born April 16, 8 lbs. 2 oz., 21 inches
Erin is Donna Mullally's, Deputy Treasurer of
the City of Irvine, first child. Congratulations!

Hunter Durgy
Born February 3, 8 lbs. 14 oz., 21 inches
Michelle Durgy, CMTA Secretary and Chief
Investment Officer of the City and County of
San Francisco, now has her hands full with two
little boys at home. Good luck, Michelle!

Spencer Cook
Meet Spencer Cook. Cass Cook, CMTA Division
3 Chair and Finance/Budget Services Manager
for the City of Dinbua, recently welcomed a
new baby boy into his family. Spencer is one of
four little boys in the Cook family.

In Recent News...
◦ LAO Adds New Email Alerts
◦ Campaign to "Stop Redevelopment Proposal"
Releases Analysis
◦ Bureau of State Audits Releases State of
California: Financial Report Year Ended June 30
◦ California Legislative Lawyers Say
Redevelopment Plan Illegal
◦ GFOA Offers National Training in San Francisco
◦ GFOA Offers National Training in Seattle
◦ Dan Walters: Jerry Brown's Budget Plan Isn't
Really the Big Fix
◦ LAIF Annual Conference

Become a CMTA Member!
CMTA, through its Board of Directors and Committee
Chairs, is dedicated to offering its members the
opportunity of learning new and efficient methods
to more effectively fulfill their responsibilities
and to be made aware of the constantly shifting
patterns of Governmental Organization and public
administration. Consider becoming part of the team.
Please contact Debbie Welch at debbie@cmta.org
or call 916.231.2144 for more information.
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CMTA Annual
Conference
Success!
Thank you for joining us at CMTA's 2011 Annual
Conference. Presentations and handouts are now
available online. Please visit www.cmta.org to download
presentations and view conference photos.
Don't forget to visit www.fixedincomelive.com to watch
videos and interviews from the conference. We look
forward to another successful conference in 2012!

Calendar of Events
May

May 12:
CSMFO Orange County Chapter
and CMTA Division IX Meeting
May 17:
Women Leading Government
May 22:
105th GFOA Annual Conference

June
June 9:
CSMFO Annual Legislative Symposium

Membership Renewals
For more than 50 years, CMTA has been dedicated
to providing education to ensure that the public
treasury arm of local governments have the
opportunity to enhance their knowledge and skills
on an ongoing basis through our annual conference,
workshops, certification program, newsletter, listserv
and division meetings. Today, as we look to the future
and collectively face significant challenges resulting
from the economic downturn that started in 2008,
CMTA remains committed to responsibly protecting
public funds that allow local governments to serve
their constituents.
The dues renewal for 2011-2012 is now open and
the fee has not increased. The dues for this fiscal
year will end on June 30, 2012 to align with most
public agencies financial calendars. The renewal
process is electronic and offers members the option
to pay with a credit card or print an invoice for a
conventional check payment. Please log in to www.
cmta.org to renew your membership today!

Your finances. Your future. Our focus.

June 21-24:
GFOA Training Seminar, Seattle

July
July 18:
Deadline to submit an article
to the CMTA newsletter

August
August 15-18:
GFOA Training, San Francisco
August 31:
Deadline to submit 20112012 membership dues

October
October 20-21:
LAIF Annual Conference

Send your events to brandon@cmta.org to be
featured on the website and summer newsletter.

Congratulations to Rudy Hernandez! Rudy won the
drawing for a one night stay and four Padres tickets
during the CMTA Annual Conference. Enjoy, Rudy!

Kelly Mahoney, Managing Director
Jodi Pieczynski, Vice President–Investments
Steven E. Rutledge, Vice President–Investments

CMTA Membership Roster

1610 Arden Way, Suite 200
Sacramento, CA 95815
800-354-3895

CMTA will print a 2011-2012 membership this fall.
To help ensure that we produce an accurate roster,
please log in to www.cmta.org and update your
information.
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