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Balance Sheets: Cash
Richer, but OPEB Poor?

Cash reserves can now be deployed prudently for higher returns
Girard Miller, CFA, Senior Strategist, PFM Asset Management, LLC

The mission of this Association shall
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.
California Municipal
Treasurers Association
1215 K Street, Suite 2290
Sacramento, CA 95814
p: 916.231.2144 f: 916.231.2141
www.cmta.org

A

t long last, the economic storm has passed. The “Great Government
Recession” is finally behind us, at least for many municipalities and
agencies. Sales tax and income tax revenues are up, and for
many coastal communities, property values have stabilized. I recently
spent several days researching 2011 financial statements and recent
updates to unaudited balance sheets and it now appears that most
municipalities below the 250,000 population level are coming out of the
woods. (Obviously there are some notorious exceptions, and a number
of jurisdictions are still struggling mightily.) Municipal cash reserves are
stabilizing, and management efforts to cut costs to the bone have been
sufficient to re-balance their post-recession revenues with a reduced scale
of operations.
Continues on page 7
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President’s Message
Gina Tharani, CCMT, CMTA President

T

he torch of
presidency was
passed to me by
Nathan Hernandez at
the most recent CMTA
Annual Conference.
As part of my
f ir s t Pr es ident’s
Message, I’d like to
take this opportunity to thank the CMTA
membership and all of those involved in
planning and executing the 53rd Annual
Conference in Sacramento. Special thanks
to Conference Chair Vicki Beatley and
the Commercial Consortium Committee for
their contributions. It is always refreshing
to reconnect with members and focus on
advancing the education and standards of
municipal treasurers.
The conference theme, “New Times Call
for New Measures,” was very fitting as
several new programs and plans have
been implemented. Topics covered were
timely and covered a wide range enabling
us to partner with you in your professional
development and growth. Most recently,
both the California Society of Municipal
Finance Officers (CSMFO) and CMTA have
decided not to move forward with a joint
2014 annual conference. However, we
will continue to partner with CSMFO in an
effort to share educational opportunities.
CMTA and the California Debt and
Investment Advisory Commission (CDIAC)
also embarked on a joint venture, the
Investment Policy Certification Program.
This program is the first of its kind. If you
didn’t receive a copy of it at the conference,
contact the CMTA office or visit
www.cmta.org to download a copy.
It’s hard to believe that we are nearly half
way through 2012 already, which means
I’ve got a lot of catching up to do! As part
of CMTA’s mission to provide educational
programs and high professional standards
for public treasury, I will continue to work

with CMTA’s staff and committees
to provide additional benefits for
our members. I hope to move CMTA
forward and strengthen the association
from the inside out.
As leaders, we are your visionaries, goal
keepers, and stewards, but these words
don’t mean a thing without your voice.
We want to find solutions and build
on what works, but for this to happen
we need your input and feedback
throughout the year. If you have any
comments or ideas to help move CMTA
forward, please feel free to contact me
at gtharani@cityofalisoviejo.com. $

State Treasurer's Office
Seeks Input for Proposed
Legislation
During CMTA's 2012 Annual
Conference, the State
Treasurer's Office announced
that it is sponsoring legislation
to create the Statewide
Custody Service Program.
This voluntary program would
permit local governments with
investment authority to utilize
the STO's existing Custodian
Bank as its own bank by
piggybacking onto the STO's
Custodial Service Agreement.
To help the STO further develop
the structure of the program,
please complete a short survey
regarding your organization's
investment portfolio, current
custodian bank, and your
organizations interest and
support of this program.

Take the survey
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Message from the Past President
Nathan Hernandez, CCMT, Past President
What a wonderful way to spend my last days as President of CMTA. The conference
program was excellent, the speakers were knowledgeable and the weather in
Sacramento was wonderful. Thank you to all of our members who were able to attend
and thank you to the commercial sponsors and vendors for your contributions to the
conference and the scholarship funds. The conference would not be possible without
your amazing support!
Lastly, a special thank you to the Board Members and staff at Smith Moore & Associates
for keeping us on task this year and to our Division Chairs for maintaining quality, lowcost programs in your divisions. Congrats to our new Board members and Division
Chairs and thank you for stepping up to be a part of CMTA leadership. I look forward
to continuing to be an ambassador for CMTA in my new Past President role. $

Division
Chairs
Division 1
Dale Nielsen
p: 760.726.1340 x1023
e: dnielsen@cityofvista.com
Division 2
Vacant
Division 3
Tessa Andrews
p: 661.326.3032
e: tandrews@
bakersfieldcity.us
Division 4
Vacant

Investment Policy Certification Program
•
•
•

CMTA, in conjunction with the California Debt
and Investment Advisory (CDIAC), developed
the Investment Policy Certification Program,
which is the first of its kind in California.
The Investment Policy Certification Program
provides professional guidance and assistance
for developing and improving existing
investment policies in public agencies and
districts.
Have your Investment Policy Certified by CMTA
to:
• Gain trust, confidence and verification
for your governing body that your policy
has been reviewed and certified by a
professional organization.
• Assure quality controls are being applied
in your policy by having it reviewed by
fellow Certified California Municipal
Treasurers.
• Show transparency of your governing
body to the public..

Demonstrate due diligence was
performed on your Investment Policy.
Satisfy auditors who review your
Investment Policy.
Be assured that your Investment Policy
is comprehensive in review as 19
areas are addressed: Policy, Scope,
Prudence, Objective, Delegation of
Authority, Ethics and Conflicts of Interest,
Authorized Financial Dealers and
Institutions, Authorized and Suitable
Investments, Review of Investment
Portfolio, Investment Pools/Mutual
Funds, Collateralization, Safekeeping
and
Custody,
Diversification,
Maximum Maturities, Internal Control,
Performance Standards, Reporting,
Investment Policy Adoption and
Glossary.

Division 5
Richard Loomis, CCMT
p: 510.724.9823
e: rloomis@ci.pinole.ca.us
Division 6
Vacant
Division 7
Brian Starr
p: 415.554.4487
e: brian.starr@sfgov.org
Division 8
Deborah Sousa, CCMT
p: 909.875.1804
e: dsousa@wvwd.org
Division 9
Ernestine Jones
p: 949.639.0564
e: ejones@
lagunawoodscity.org

California public agencies are eligible
to submit their Investment Policies for
review and certification by the CMTA
Investment Policy Certification Committee.
The program fees are $175 for CMTA
members and $330 for non-members.
Download the Investment Policy Certification
brochure (includes application, scorecard
and sample policy) for further information.
Please contact Debbie Welch at dwelch@
cmta.org with questions or concerns.

View the full
Committee Chair
roster
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IN TODAY’S MARKET
YOU BETTER HAVE SOMEONE
WHO KNOWS HOW TO

HANG ON
e F O L I O ® • R E S E A R C H • S T R AT E G Y • A S S E T / L I A B I L I T Y • P O R T F O L I O A C C O U N T I N G

When the bulls are running, can the bears be far behind? Or is it the
opposite? At Morgan Keegan, we’ve been in the market long enough
to know. And our unique perspective keeps us from blindly following
the Wall Street herd. Visit morgankeegan.com/ficm to see how we
assist institutional fixed income investors.

Morgan Keegan
Fixed Income Capital Markets • 800.564.2249
Morgan Keegan & Company, Inc. | Member FINRA, SIPC
Not FDIC Insured | May Lose Value | No Bank Guarantee | Not a Deposit | Not Insured by Any Government Agency
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2012 Annual Conference:
New Times Call for New Measures
Thank you for attending the 2012 Annual Conference!
The 53rd Annual Conference, held April 18-20 at the
Sacramento Hyatt Regency had more than 160 attendees
and 20 exhibitors and 25 sponsors. The theme, “New
Times Call for New Measures,” was taken to heart as a
free conference app was offered for smart phone users
for the first time in CMTA history. Vikki Beatley, Conference
Program Chair, and the Conference Program Committee
worked diligently throughout the year to provide attendees
with informative speakers and session topics. Speakers
included, keynote speaker Honorable Bill Lockyer,
California State Treasurer; Michael Coleman, League
of California Cities; Freed Keeley, California Forward;
Michael Cohen, California Department of Finance; and
Dr. Rosemary Maellaro, University of Dallas College of
Business and more. All of the conference presentations sent
to the CMTA office are now available for download on the
CMTA website.

If you attended the conference and haven’t had a chance to
take the post-conference survey, please do so today. Your
feedback is important and helps us to plan future event.
To see pictures from the conference, “like” our Facebook
page and begin browsing!

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.

Assisting CMTA Members with their investment
goals in unprecedented market conditions
The Sacramento Regional Institutional Sales Group offers a collaborative team
approach in assisting municipal investors in managing their portfolios.
Our team specializes in offering competitive pricing for the following investments:
– U.S. Treasury securities
– Corporate/medium-term notes
– Federal agency securities
– Municipal securities
– Short-term money market securities
– Repurchase agreements
Kelly Mahoney, Managing Director
Jodi Pieczynski, Vice President–Investments
Steven Rutledge, Vice President–Investments
June Nelson, Senior Registered Client Service Associate
Rebecca O’Brien, Client Service Associate
UBS Financial Services Inc.
1610 Arden Way, Suite 200, Sacramento, CA 95815
800-354-3895 Toll-free
855-478-0353 Fax
ubs.com/fs
As a ﬁrm providing wealth management services to clients, we offer both investment advisory and brokerage services. These services are separate and distinct, differ in material ways and are governed by
different laws and separate contracts. For more information on the distinctions between our brokerage and investment advisory services, please speak with your Financial Advisor or visit our website at ubs.
com/workingwithus. Neither UBS Financial Services Inc. nor any of its employees provides legal or tax advice. You should consult with your personal legal or tax advisor regarding your personal circumstances.
UBS Financial Services Inc. is a subsidiary of UBS AG. ©2011 UBS Financial Services Inc. All rights reserved. 7.00_Ad_7.5x5_SO1115_MahK
7.00_Ad_7.5x5_SO1115_MahK.indd 1

11/16/11 8:59 AM
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facing a
STEEP GraDE aHEaD
for revenues?
You can’t put the brakes
on falling property values.
But you CAN steer the YIELDS
on your fixed-income
INVESTMENTS.

Multi-Bank Securities, Inc. works with public treasurers and finance directors
across the country to help them manage their cash flows and maximize their
yields from fixed-income investments that are fully insured, or backed by the
full or implied full faith and credit of the U.S. Government.
Click here to find out more about MBS’s two great tickets
to sound investing: Portfolio Analysis (based on BondEdge)
and CD Insurance Analysis. We will send information and
a sample report. Or contact us if you are ready for your
own Portfolio and CD Insurance Analyses — at no cost.

(800) 967-9045

info@mbssecurities.com

www.mbssecurities.com

Multi-Bank Securities, inc.®
f i n r a ,

S i P C ,

M S r B

For institutional investors only. Not intended for the investing public. © 2011 Multi-Bank Securities, Inc. All Rights Reserved.
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OPEB Poor continued
If the mainstream economists are right, we are now heading
into a slow, but positive, growth economic climate. In this
context, financial officials will need to start thinking about
ways to maximize the value of their balance sheets that
they valiantly defended during the Great Recession. One
of the smartest strategies now available to those with
strong cash reserves is to take a fraction of unassigned fund
balances and use that money (which is earning less than
one percent annually) to fund a start-up OPEB trust that
would be actuarially expected to earn 6 percent or more
annually, even with a conservative investment policy.
I recently read a CEO’s annual financial report letter from a
major U.S. steel company whose balance sheet is the cleanest
in the industry, maybe the world. Every CSMFO member
should use this slogan to educate senior management and
the governing body: The steel company CEO said that “We
use the good times to prepare for the bad, and we use the
bad times to prepare for the good.” In his industry, that
means trimming costs during recessions to get leaner and
more competitive for the next up-cycle -- and investing for
prosperity early in the economic recovery phase. Later in
the cycle, they build financial reserves to build a fortress
balance sheet and avoid over-expansion. And they have
done so repeatedly over several cycles in past decades.
Sadly, there are too few public officials who understand
this fundamental strategy for long-term financial success.
Nobody ever got elected for their understanding of the
business cycle, and few remain in office for their commitment
to financial discipline. But their professional staff can show
them some simple “good government” financial strategies
that point in the right direction.
In a recent article for Governing magazine, I explained
some of the strategies that public officials and financial
officers can follow to ensure long-term sustainability of
their pension and benefits plans. Those interested in that
broader perspective can access it here.
Let’s focus here on one simple strategy that is really just
pure math. This is now the time when markets are ripe to
move low-yielding cash into an OPEB trust fund that has the
potential (and an historically reasonable expectation) to
earn far higher rates during the remainder of the economic
cycle. Here are the obvious benefits:
Given the current government bond yield curve, the
expected returns on this investment strategy would be an
improvement of 100 percent to 200 percent over currently
expected returns on operating cash over the coming decade,
and historically have been more in the expansion phase

of the business cycle we have now entered. Such returns
are not guaranteed, of course, but 86 years of Ibbotson
capital market statistics from 1926 to 2012 would support
these expectations, which form the basis for governmental
actuarial assumptions. Actuaries must take this into account,
under GASB accounting standards.
By acting now, the employer’s OPEB liabilities will hereafter
be based on a more favorable actuarial discount rate
which will cut the balance sheet liability (to be displayed
on the employer’s balance sheet in 2016 under anticipated
accounting standards) by 25 to 35 percent when the
employer also ramps up its annual contributions over time
to ultimately fund the plan actuarially.
The OPEB trust fund can be used in the next recession to
pay current retirees’ benefits, thus providing an invisible
“rainy day fund” that cannot be invaded by employee
unions, while giving the employer a flexible tool to manage
operating expenses in the next economic downturn. At
least three years of retirement benefits costs can be safely
moved into an OPEB trust for later retrieval when needed in
the next recession without worrying about the money being
locked up irrevocably. My previously-cited article explains
how this works in greater detail.
Retirees and current employees will finally have some sense
of security that their agency has taken the first step to
assuring that the promised benefits will actually be there
in the future. Funding an OPEB trust does not obligate the
employer to make payments: it simply provides the funding
mechanism. In most California municipalities, however, the
legal rights of the employees and especially the retirees
to receive benefits are often a foregone conclusion
based on recent court cases and the nature of the legal
documents that established the benefit. The national GFOA
has recommended that once an OPEB liability has been
Continues on page 8
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OPEB Poor continued

and the unions still won’t dance.

determined, it is prudent to pre-fund at least a portion of
the total liability – even if it may be modified downward
in the future as the city of San Diego was able to achieve
last year. Well-designed OPEB trust documents also include
a provision to return funds to the employer if the plan’s
benefits obligations have been fulfilled or voided.

The best candidates for implementing this strategy are
public employers with more than $80 million in short-term
investments in their treasury portfolios, unassigned general
fund balances over $10 million, and unfunded OPEB
liabilities that exceed $30 million. Those with smaller metrics
can consider this option as well, but they may lack the size
to make a sufficiently large impact on the balance sheet
and to obtain discounted fees for professional services.
(Several providers in both the public and private sectors do
offer multi-employer trusts that are best-suited for plans
with less than $5 million of initial investments and annual
required actuarial contributions of $2 million or less, but
fees for privately sponsored OPEB programs are typically
higher percentage-wise at smaller scale.)

Bond rating agencies will treat this important first step on
the funding trail as a huge positive when evaluating the
issuer’s management capabilities and effectiveness. If
you have a big OPEB liability in your footnotes, you will
eventually be a sitting duck for a ratings downgrade if you
fail to take action before it hits the balance sheet when
GASB moves these liabilities to the face of the financial
statements (as it has already telegraphed its intent). Your
best shot to get ahead of the curve will likely be in the
next year or two as conservatively estimated revenues run
ahead of expenses. A 10 or 15 percent down payment on
your total unfunded liability -- using unassigned cash that
the unions or special interest groups will otherwise pounce
upon -- is the smartest balance sheet maneuver a financial
officer can recommend in 2012. City managers, general
managers, and other chief administrators will appreciate
receiving this suggestion from their financial officer. If you
need to quote an external authority, you should feel free to
use this article from a national commentator and author of
the GFOA Elected Official’s Guide to Government Finance.

One last point is worth noting: sooner is better than later,
when making this move when the economy is growing.
The historical length of U.S. business cycles has extended
to about 9 years on average since the economy became
largely services-based rather than manufacturing-based
40 years ago. Once underway, this expansion should
therefore run for more than several years. However, the
best returns from making this decision would be expected
to result from redeployment of the assets in the early
stages of an economic expansion. As with everything else,
that cannot be guaranteed, but historical odds would favor
the earlier implementers. Early birds get the worms. $

Girard Miller is senior strategist for PFM Asset Management
On the labor relations front: Funding the OPEB trust
LLC, and a regular columnist for Governing magazine. He can
with an initial down payment gives the employer a great be reached at millerg@pfm.com or 310-795-1354.
bargaining chip with the unions. You can now argue that you
want them to match the employer’s actuarial
contributions to the OPEB trust, or else you
Fixed Income Strategies that Create Value and Manage Risk
have no reason to put more money in on a
systematic basis, and they can get in the
back of the line when the day comes that
there is nothing there to pay benefits to
CHANDLER
the member of the bargaining team. In
ASSET MANAGEMENT
fact, you can take a position that without
a union match on an ongoing basis, the
Investment Management:
employer cannot guarantee the benefits
 Local Agency Funds
beyond the level of the funds in the trust
and its current rate of pay-as-you-go
 Post Employment Benefit Trusts
contributions. From actual experience,
I can promise you that this will get their
 Bond Proceeds
attention. All you have to do is inform the
retirees of the union’s refusal to cooperate
on a prudent and balanced funding plan.
www.chandlerasset.com | 800.317.4747
It puts their negotiators in an untenable
box if you’ve taken the positive first step,
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CMTA Stands Strong
Debbie Welch, Executive Liaison
The identification of an association, its culture and
the relationships built within the fellowship of the
organization are what move the association toward
its mission. I’m pleased to announce that CMTA will
continue to serve California public treasurers as a
trade association with no plans to merge with the
California Society of Municipal Finance Officers
(CSMFO). CMTA and CSMFO recognize it’s in the best
interest of both associations to explore opportunities
for shared interests that better fit the organizations
and eliminate duplicative efforts on both our parts.
CMTA and CSMFO have joined efforts to reshape
regional meetings as joint CSMFO chapter and CMTA
division meetings. With several meetings areas across
state, this model has been a very successful endeavor
for both groups. Today, the management of public
money resources remains a critical function with a fulltime agenda of accounting, revenue collection, and
economic policy formulation that has stood since before
the First Session of Congress formally established the
Department of Treasury in 1789. Although treasury
responsibilities may be a portion of your public service
responsibilities, they are an important viable tenant to
the financial health and economic development of local
government. CMTA is here to serve as the vehicle for
quality assurance, comprehensive education programs,
high professional standards and public accountability.

CCMT Certifications
The Board of Directors unanimously approved
the 2012 Certified California Municipal
Treasurer nominees. Certification Chair Donna
Mullally presented each CCMT with a plaque
on April 19 at the CMTA Annual Conference in
Sacramento. Congratulations to:

New Certifications:
•

Tessa Andrews, Treasury Supervisor, City of
Bakersfield
Philip Kawakami, Finance Specialist II, City of San
Mateo
David Olivo, City Treasurer, City of South Lake
Tahoe

•
•

Re-Certifications:
•
•

John Janosik, City Treasurer, City of San Gabriel
Mary Kobus, Deputy City Treasurer, City of El
Segundo
Thomas Marston, Finance Director, City of San
Gabriel
Linda Lorenzetti, Treasury Manager, City of
Concord
Pauline Marx, Chief Assistant Treasurer, City and
County of San Francisco

•
•
•

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 economic challenges, CMTA remains committed
to responsibly protecting public funds that allow local
governments to serve their constituents.
The dues renewal for 2012-2013 is now open and the
fee has not increased. The dues for this fiscal year will
end on June 30, 2013 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!

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

Navigating

the ne w N o rma l

Revenue Generation
Compliance Services
n Special District Administration
n
n

800.755.6864
www.willdan.com
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Calendar of Events

CPE Coming Soon!
CMTA is partnering with Fixed Income Academy (FIA)
to include CPE accreditation for educational sessions
and workshops offered by CMTA in an effort to
enhance your educational opportunities. Additional
details will be provided throughout the summer.
In addition to the quality training delivered by CMTA
and its experienced commercial associate partners,
FIA will assist in supplementing select content to
provide valuable credit hours for those requiring CPE
for their CPA, CCMT and CTP designations and recertifications.
Fixed Income Academy LP is registered with the
National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional
education on the National Registry of CPE Sponsors.
State boards of accountancy have final authority on
the acceptance of individual courses for CPE credit.
Complaints regarding registered sponsors may be
submitted to the National Registry of CPE Sponsors
through its website: www.learningmarket.org.

May

May 23:
NBS Workshop: Extreme Revenue Makeover
May 24:
NBS Workshop: Extreme Revenue Makeover

June
June 14:
League of CA Cities Revenue & Taxation Committee Meetings
June 28:
Division 2 & CSMFO South Bay/Central Los Angeles Luncheon

July
July 17:
Deadline to submit articles to Dollars & Sense

August
August 12-15:
APT Annual Conference, Williamsburg, PA

Pub: CMTA / Date: July 2011 / 7.5x5 / 4C

Government Services Division
Jim Moore, SVP, 800-833-4758
UnionBanc Investment Services – Institutional Sales
Mark Kreymer, VP, 213-236-7070
Jim Mair, VP, 949-553-2597
Adam Morgens, VP, 213-236-7070
Mark Morrissey, VP, 213-236-7070
Andy Stoddard, VP, 415-705-7178
Corporate Trust & Custody Services
Carl Boyd, VP, 213-236-7150
Daren Di Nicola, VP, 415-705-5043

Investments available through UnionBanc Investment Services LLC, a registered broker-dealer,
investment adviser, member FINRA/SIPC, and subsidiary of Union Bank, N.A.
Investments: • Are NOT insured by the FDIC or by any other federal government agency
• Are NOT Bank Deposits • Are NOT guaranteed by the Bank or any Bank Afﬁliate
• Are subject to investment risk, including the possible loss of principal.

©2011 Union Bank, N.A. unionbank.com
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Directory Update

Division Chairs Needed!

The 2012-2013 CMTA Membership Directory is well
underway. Look for your directory to arrive in the
mail soon. An email announcement will be sent out
once the directories have been shipped.

CMTA is looking for a few good leaders to Chair
the following Divisions. If you are interested, please
contact CMTA President Gina Tharani at
gtharani@cityofalisoviejo.com.

Council Approved New Budget

Member to Member

On Thursday, April 19, a financial overview of the
association was provide to the CMTA Council at
the Annual Conference in Sacramento. The Council
approved the Fiscal Year 2012-2013 Budget as
proposed by the Board of Directors. In accordance
with the bylaws, CMTA’s fiscal year begins July 1 and
concludes on June 30 starting in 2012.

Use the CMTA listserv a a useful tool to connect with
treasurers and bankers for information on a subject
or matter of which you need clarification. The listserv
is a quick way to initiate a dialogue regarding a
specific issue. Join the listserv today by contacting
brandon@cmta.org.

Bylaws Amendment
Become a "fan" of CMTA!

The Council adopted the latest version of the
Association's bylaws on Thursday, April 19 at the
53rd Annual Conference in Sacramento. Download
the Bylaws.

Your assets. Our focus.
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Save the Date!

CMTA 54th Annual Conference
April 17-19, 2013
Paradise Pier Hotel, Anaheim
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