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New Uses For An
Old Window?
Dr. Ray Stone, Ph.D., Stone & McCarthy Research Associates, originally
published at www.smra.com

T

oday we would like to focus on the historical uses of the discount
window. It is suspected that the debate on new federal (Fed) tools
will focus primarily on creative ways to channel credit through the
discount window. The Fed used the discount window in March 2008 to
channel credit to Bear Stearns through JPM-Chase. This was a non-recourse
loan (Fed assumed credit risk), which did not require the Fed to exercise
Section 13(3) of the Federal Reserve Act (FRA), lending to nonbanks under
Unusual and Exigent circumstances. This provision of the FRA has since been
modified under the Dodd-Frank legislation.
A Little Discount Window History
In 1934 credit availability for small business was particularly stained.
President Roosevelt in a March 1934 letter to both the Chairman of
the House and Senate Banking Committees wrote, "I have been deeply
Continues on page 7
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President’s Message
Gina Tharani, CCMT, CMTA President

S

ince its inception
in 1958, CMTA
has
provided
municipal treasurers
with
top-notch
e d u c a t i o n a l
opportunities,
professional
development
resources, up-to-date industry information,
and certification programs. CMTA strives to
provide members with premier services and
relevant benefits that help take your career
to the next level while setting high standards
for the municipal treasury industry. If you
have not yet renewed your membership with
CMTA, I urge you to do so today. In these
tough economic times, when our profession
and government are under constant scrutiny,
it is more important than ever to hone our
skills and maintain the highest level of
standards for our profession. By maintaining
your CMTA membership, CMTA can help you
pursue your educational aspirations and
maintain your certification status.
CMTA has a few upcoming educational
opportunities on the horizon. Thanks to
Tracey Lovely, CMTA Education Chair, our
next educational event will be the Essentials
of Treasury Management Workshop held
September 20-21 at the Kellogg West
Conference Center at Cal Poly, Pomona. This
two-day course provides attendees with the
basics of municipal treasury. This course will
provide fundamental resources for entrylevel professionals; however, the content
is diverse and relevant so that even the
seasoned professional will glean valuable
information. Additional information and
registration options are available on the
CMTA website.
Planning for the 2013 CMTA Annual
Conference is already underway. Conference
Program Chair Vikki Beatley will once
again build on the success of our previous
conferences to make the 2013 Conference
the best one yet. Please mark your calendars
now to ensure that you can join us. Save
the date for April 17-19, 2013. The 2013

Conference will be held at Paradise
Pier in Anaheim, so we will be able to
soak up some southern California rays
while improving our skills, networking,
and exchanging ideas on how to tackle
today’s challenges.
CMTA would not be able to provide these
well-rounded educational opportunities
or member benefits without the guidance
and support of its leadership. I’d like to
welcome Dale Nielsen, Steve Groom,
Russell Fehr, Brian Starr and Ernestine
Jones to the leadership team in their
role as division chairs. Look out for your
quarterly division meetings and connect
with your peers for networking and an
educational experience.
CMTA strives to provide its members
with premier educational opportunities
and resources as well as the Certified
California Municipal Treasurer (CCMT)
designation. CCMT certification notifies
employers and potential employers of your
special skills and expertise. In our effort
to expand educational opportunities,
CMTA is currently developing a one-day
treasury workshop that will cover a wide
range of topics including, but not limited
to: investments, cash management, bond
sales, management skills, communications
and legislation.
I hope you will find value in the
resources we provide, continue to
maintain your membership, and invite
your fellow municipal treasurers to join
our association. Visit www.cmta.org for
educational and training opportunities
and resources. If you have any questions
or suggestions about CMTA and our
efforts, please feel free to contact me at
gtharani@cityofalisoviejo.com.
I hope to see you in Pomona for the
Essentials of Treasury Management
Workshop! $
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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.

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.

Welcome New Members
• Robert Leete, Administrative Services Director, San
Ramon Valley Fire Protection District - Division 5
• Patty Lohse, Senior Accountant, City of Rancho Cordova - Division 6

Division
Chairs
Division 1
Dale Nielsen
p: 760.726.1340 x1023
e: dnielsen@cityofvista.com
Division 2
Steve Groom, CCMT
p: 310.374.3426 x 210
e: steve.groom@bchd.org
Division 3
Tessa Andrews
p: 661.326.3032
e: tandrews@
bakersfieldcity.us
Division 4
Vacant
Division 5
Richard Loomis, CCMT
p: 510.724.9823
e: rloomis@ci.pinole.ca.us
Division 6
Russ Fehr
p: 916. 808.5168
e: rfehr@cityofsacramento.org
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

• Peggy Moak, Assistant Treasurer, Butte County - Division 6
• Jenine Windeshausen, Treasurer-Tax Collector,
County of Placer - Division 6
• Gloriann Sasser, Finance Supervisor, San Ramon
Valley Fire Protection District - Division 5

View the full
Committee Chair
roster

• Donna Silva, Finance Director, City of Rancho Cordova - Division 6
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Accolades to one of our own, Klete Keller, Multi-Bank Securities, Inc.
Account Executive and five-time U.S. Olympic Medalist who proudly
represented our country in three Olympic Games by earning two Gold,
one Silver, and two Bronze medals.

Facts
About MBS

...

Just like the Olympics, dedication
and commitment are needed to help
you meet your financial goals.
It is through our outstanding customer
service, product offerings, and valueadded services that we present our
clients with winning solutions. Since 1988, Multi-Bank Securities, Inc. has been
doing that every day for each and every client.

To learn more about Multi-Bank Securities, Inc., an
independent, fixed-income broker/dealer for the
institutional marketplace, go to mbssecurities.com
or contact Klete Keller.

Klete Keller
Account Executive
(800) 967-9069
kkeller@mbssecurities.com

MBS has made the
INC. 500/5000 list
of fast growing
financial firms for
three consecutive
years.

...

MBS is approved
to underwrite
debt securities for
the Federal National
Mortgage Association
(Fannie Mae) through
their ACCESS®
program.

...

MBS has an
impeccable FINRA
customer compliance
record.

...

FINANCIAL NAVIGATOR FOR THE INSTITUTIONAL CLIENT

For institutional investors only, not intended for the investing public. © 2012 Multi-Bank Securities, Inc. All Rights Reserved.
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Why Do Municipalities Sometimes Purchase
Tax-Exempt Bonds?
John Solarczyk, Senior Vice President, De La Rosa & Co.

M

any treasurers are considering Municipal Bonds as maturities. This may make tax-exempt bonds more attractive
a viable option to improve portfolio performance to investors, relative to Treasuries. As long as tax-exempt
this depressed
interest rate
environment.
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Why doinmunicipalities
sometimes
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tax‐exempt
bonds?
Municipal Bonds can provide, and in some cases, increase interest in tax-exempt bonds by buyers who aren’t subject
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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
on the
distinctions between
our brokerage
2012-07(Jul)-31
CMTA Dollars
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5:20:05 PMand 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
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Old Window continued
concerned with the situation in our small industries. In
numberless cases their working capital has been lost or
seriously depleted."
The Federal Reserve Board in a supporting letter to the
Senate Banking Committee indicated that there was an
"undoubted need" for credit facilities beyond that available
from commercial banks or provided by the Federal Reserve
Act" The Fed's letter noted, "In brief, the need is for loans
to provide working capital for commerce and industry, and
such loans necessarily must have a longer maturity than
those rediscountable by Federal reserve banks."
In effect, the concerns of early 1934 weren't much different
than those of today. Credit availability to small businesses
was impaired then, as is credit availability to prospective
entrepreneurs, and households presently. The President and
the Fed recognized that something had to be done. After
much debate Congress approved the Industrial Credit Act
legislation creating Section 13(b) of the Federal Reserve
Act.
Section 13(b) was a lot like Section 13(3). The main
difference was that under Section 13(3) the Fed could
lend to Individuals, Partnerships, and Corporations under
"Unusual and Exigent Circumstances," whereas Section
13(b) provided a more permanent basis for such lending.
Section 13(b) effectively put the Fed in the commercial
banking business. The Industrial Credit Act allowed the
Fed to lend about $280,000,000 to firms, including small
firms. While $280,000,000 doesn't seem like a lot of
money today, it represented nearly 0.5% of GDP in 1934.
1,993 loan applications totaling about $124.5 million were
approved in 1935. In 1936, just 287 applications were
approved, and in 1937 just 126 were approved.

NBS
S

Did Section 13(b) of the Federal Reserve Act
Make a Difference?
It is almost impossible to evaluate the success of the
program. For sure loans were extended to borrowers
unable to secure credit otherwise. Sometimes these loans
were made in conjunction with commercial banks, wherein
there was a sharing of the credit risk. We don't have data
on loan defaults stemming from this program.
In December 2002 David Fettig of the Federal Reserve
Bank of Minneapolis published a wonderful article using
information gathered from that bank's historical archives
addressing Section 13(b) of the Federal Reserve Act. See:
Lender of More Than Last Resort.
Long after the depression, Section 13(b) fell out of favor.
Fed Chairman William McChesney Martin (1951-1970)
lobbied strongly to have it removed from the Federal
Reserve Act. The fear was that this authority could
ultimately be inflationary if misused. In 1958, Section 13(b)
was pulled from the Federal Reserve Act. Anna Schwartz
argued in 1992 that section 13(b) was the greatest misuse
of the Fed's discount window.
We agree with Schwartz that the Fed should not generally
be in the business of commercial banking. But, we wonder
whether some form of Fed credit to banks aimed at
incremental growth in business and household lending might
be appropriate.
The article above is an excerpt from an article written by Dr. Ray Stone
and originally published at www.smra.com. Dr. Stone shared his thoughts
regarding recent comments by Chairman Bernanke on July 17, 2012 to
the State Banking Committee regarding Unconventional Zero Bound Policy
Tools. In a response to a question following testimony, Chairman Bernanke
cited four basic approaches to providing additional accommodation.
These included: (1) More asset purchases including Treasuries and/or
Agency mortgages (2) Modifying the forward guidance (3) Using the
Discount Window (4) Lowering the interest rate paid on reserves.

$
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helping communities fund tomorrow
• Special Tax, Fee and
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• D-FAST® SFD Software
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similar trend can be seen in the ratios for 3‐year and 1‐year maturities. Currently, 3‐year and 1‐year tax‐
Tax-Exempt
continued
exempts
yield Bonds
294% and
214% of the comparable Treasury, respectively.
Code allows for the purchase of Municipal Bonds. Adding
How
are most portfolios managed?

rated large issuers (e.g. Los Angeles Department of
“A” or better munis can add significantly to a portfolio’s Water and Power, Metropolitan Water District, East Bay
yield, as evidenced by the rates above. Five years ago,
Municipal Utility District), which are generally liquid and
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the municipal
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tax-exempt
bonds liquid
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Today,
yield and,
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cancomfortable
be sold, the market
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by five-year
safety oftax-exempts
the investment
yield. Although
Many treasurers
with
percent of the comparable Treasury; which means an “A”
for smaller blocks is just not as fluid and liquid as the
investing
in “AA” or better Municipal Bonds, particularly
General Obligation Bonds or Utility Enterprise
rated tax-exempt municipal bond has a yield approaching
Treasury or Agency market. Municipal Bonds trade on an
(e.g.
water
bonds.
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bonds,
treasurers
of entities
double
that ofora sewer)
Treasuryrevenue
with the same
maturity.
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for example,
might
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tocannot
“AA”
maturities. Currently, three-year and one-year tax-exempts
be guaranteed. Also, there are many types of Municipal
or
better Municipal Bonds from anywhere in California, but buy “A” rated bonds from a school district,
yield 294 percent and 214 percent of the comparable Bonds, and the same issuer can sell many different types
city
or water
authority within its own County borders. of bonds with vastly different credit qualities (e.g. lease
Treasury,
respectively.
Bond Comparison
General Obligation Bonds

Security

‐ Revenues generated by the enterprise
‐ Ad valorem taxes
‐ Enterprise may set utility rates, fees and charges
‐ Issuer may levy enough taxes as necessary to
as necessary to make full and timely payments
make full and timely payments to investors
to investors

Voter Requirements ‐ Voter approval required
Example Issuers

Utility Revenue Bonds

‐ State of California
‐ School Districts
‐ Cities

How are most portfolios managed?
In the municipal world, liquid cash is typically held in the
Local Agency Investment Fund (LAIF). The current yield
for LAIF is about 0.38 percent. Additional cash is invested
based on a municipality’s need for liquidity, followed by
safety of the investment and, finally, yield. Many treasurers
are comfortable with investing in “AA” or better Municipal
Bonds, particularly General Obligation Bonds or Utility
Enterprise (e.g. water or sewer) revenue bonds. For lower
rated bonds, treasurers often prefer bonds of entities that
are related or familiar to them. A typical county pool, for
example, might limit itself to “AA” or better Municipal Bonds
from anywhere in California, but buy “A” rated bonds from
a school district, city or water authority within its own County
borders.
Downsides of Municipal Bonds
Municipal Bonds are less liquid than Treasury or Agency
securities. That means they should usually be viewed as a
buy-and-hold to maturity investment. This is less true for
large blocks of bonds (more than $1 million) for highly-

‐ No voter approval required
‐ Metropolitan Water District
‐ San Francisco Public Utilities Commission
‐ Los Angeles Department of Water & Power

revenue, general obligation, water revenue, sewer revenue,
pension obligations).
In any case, Treasurers should review their portfolios and
investment standards, and see if the addition of Municipal
Bonds can be a prudent way to improve performance. $

8/13/2012

This commentary is for informational purposes only, and under no circumstances
is it to be construed as a recommendation, an offer, or the solicitation of an offer
to buy or sell any particular debt security or investment strategy. The information
was prepared by De La Rosa & Co. sales, trading, banking or other trading
support personnel. This is not a research report and the views and information
contained herein should not be viewed as independent of the interests of De La
Rosa trading or sales desks. We make no express or implied representation or
warranty with respect to the completeness or accuracy of this material nor are we
obligated to provide updated information on the securities or strategies discussed.
By submitting this document to you, De La Rosa & Co. Is not advising you to take
any particular action or investment strategy based on the information, opinions or
views contained in this document and acceptance of this document will be deemed
by you as acceptance of these conclusions.
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Essentials of Treasury Management Workshop
September 20-21, 2012
Kellogg West Conference Center, Cal Poly Pomona
This two-day program provides treasury professionals with the
fundamentals, resources, language and concepts that are crucial to
our responsibilities. The Committee strives to provide a diverse and
relevant agenda so that experienced treasurers will also glean valuable
information from the workshop.
Because CMTA places a strong emphasis on the education of its members,
the cost of the workshop is subsidized to encourage participation. The
$300 workshop fee covers the workshop, two nights' accommodations,
and all meals. Additionally, scholarships are available for members who
would otherwise be unable to attend.
Additional information and registration forms are available on the
CMTA website.
Download the preliminary agenda.

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, AVP, 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
Dean Levitt, VP, 415-705-5020

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.
©2012 Union Bank, N.A. All rights reserved. Member FDIC unionbank.com
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Keeping Up
Please join CMTA in congratulating members for their
active participation. Whether a new member, a new
position, or a recent achievement, the Keeping Up
section will keep you apprised of CMTA members'
activities!

V

ikki Beatley, CMTA's long-time Conference Chair,
is now the Finance Director for the City of Seal
Beach. Congratulations, Vikki!

I

n June 2012, Ernestine Jones, CCMT was awarded the
credential of Certified Public Finance Administrator
(CPFA). Her certification is effective June 1, 2012
through June 1, 2017.

I

t is with a heavy heart that we announce the passing
of Past President of Patricia Elliot. Patricia passed
away on June 26, 2012. A celebration of life was held
for Patricia on July 14 where her family asked that
donations be made to the ALS Association. Patricia will
be truly missed by her fellow CMTA members. $

Calendar of Events
August

August 16:
CMTA Division 9 and CSMFO Orange
County Joint Chapter Meeting
August 23:
CMTA Division 4 and CSMFO Monterey
Bay Joint Chapter Meeting

September
September 10-14:
GFOA National Training - Sacramento
September 13:
CMTA Division 2 and South Bay/Central
Los Angeles Joint Chapter Meeting
September 20-21:
CMTA Essentials of Treasury Management Workshop

In Recent News...
◦ Controller Releases July Cash Update
◦ Governor Brown Releases Revised State Budget
◦ LAO Fiscal Forecast 2012-13
◦ Farewell, My Readers

Member to Member
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.
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2012 CMTA Membership Directory Corrections
The 2012-2013 CMTA Membership Directory was produced by CMTA’s association management company, Smith Moore
& Associates. As with all publications, there are bound to be errors. Please forgive us for the errors listed below appearing
in the 2012-2013 Membership Directory. If you find any additional errors that need correction, please notify Debbie
Welch at dwelch@cmta.org. Thank you for your understanding.
Corrections:
•

Longtime sponsor Main Street Capital Advisors was acquired by FTN Financial. The ad appearing on page 8 is
incorrect. Please see the correct ad below.

•

Castaic Lake Water Agency does not appear
in the Membership Directory though it is a
CMTA member. Please see the agency’s
contact information below:
Castaic Lake Water Agency (SD)
27234 Bouquet Canyon Road
Santa Clarita, CA 91350
661-297-1600 Fax: 661-297-1611
Carlos Corrales, Controller [D2]
661-297-1600
ccorrales@clwa.org
Valeria L. Pryor, Administrative
Services Manager [D2]
661-297-1600
vpryor@clwa.org

CMTA members should have received the 2012 Membership Directory via USPS. If you have not yet received your
Membership Directory, please contact the CMTA office at 916.231.2144.
Fixed Income Strategies that Create Value and Manage Risk

CHANDLER
ASSET MANAGEMENT
Investment Management:
 Local Agency Funds

Become a "fan" of CMTA!

 Post Employment Benefit Trusts
 Bond Proceeds

www.chandlerasset.com | 800.317.4747
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Save the Date!

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

12

