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ILLINOIS GFOA DOWNSTATE CHAPTER CONFERENCE 
February 9 - 10, 2017  

Home2 Suites by Hilton Champaign/Urbana 

2013 S. Neil St. Champaign, IL 61820 

 

AGENDA 
 

THURSDAY, FEBRUARY 9, 2017 
 

9:30 – 10:00 AM  Check-in and Networking  

 

10:00 – 10:10 AM  Welcome and Opening Remarks  
Molly Talkington, MPA, Financial Services Officer/Budget Officer, 

City of Champaign and Vice President, IGFOA Downstate Chapter 
 

10:10 – 11:00 AM  Fundamentals of Municipal Bonds 

Andrew Kim, Director, Public Finance, PMA Securities Inc. 

 

11:00 – 11:10 AM  Break 

 

11:10 AM – 12:00 PM  Essential Elements of a Successful Investment Program 

Michelle Binns, Senior Managing Consultant, PFM Asset Management LLC 

       Jeff Schroeder, Managing Director of PFM Asset Management LLC 

 

12:00 – 1:00 PM  Networking Luncheon 

 

1:00 – 1:50 PM  Budget Tactics Matter 
Richard Schnuer, Finance Director, City of Champaign 

 

1:50 – 2:00 PM  Break 

 

2:00 – 2:50 PM  Legislative Update 
William D. McCarty, Director, Office of Budget and Management, City of 

Springfield and IGFOA Executive Board Liaison and Legislative Committee 

 

2:50 – 3:00 PM  Break 

 

3:00 – 3:50 PM Cyber Security Trends 
F. Alex Brown, CPA, Senior Manager, Information Technology Consulting, 

Plante & Moran 

Patrick Flanigan, CEH, Senior Consultant, Information Technology Consulting, 

Plante & Moran 

 

3:50 – 4:00 PM  Break 

 



IGFOA 2017 Downstate Chapter Conference  

IGFOA Downstate Chapter reserves the right to modify the agenda and/or speakers. 

THURSDAY, FEBRUARY 9, 2017 CONTINUED 

 

4:00 – 4:50 PM Cyber Security Trends – Part 2 
F. Alex Brown, CPA, Senior Manager, Information Technology Consulting, 

Plante & Moran 

Patrick Flanigan, CEH, Senior Consultant, Information Technology Consulting, 

Plante & Moran 
 

6:00 – 8:00 PM   Networking Dinner with the IGFOA Executive Board 
Join in this opportunity to network with the IGFOA Executive Board and 

other professional colleagues from the public and private sector. 

 

FRIDAY, FEBRUARY 10, 2017 
 

8:30 – 9:20 AM  Changes to Government Financial Statements are Likely 

Coming……Have a Say in Them! 

Hope Wheeler, CPA Principal, Assurance Services, CliftonLarsonAllen LLP  

 

9:20 – 9:30 AM  Break 
 

9:30 – 10:20 AM  Grievance Arbitration for Police Officers  
Michael H. LeRoy, Professor, School of Labor and Employment Relations; 

Professor, College of Law, University of Illinois 

 

10:20 – 10:40 AM  Break 

 

10:40 – 11:30 PM  Municipal Bond Market Update 
Andrew Kim, Director, Public Finance, PMA Securities Inc. 

 

11:30 AM – 12:00 PM Open Discussion 
Eric J. Dubrowski, CMA, Chief Financial Officer, Peoria County and  

         President of the IGFOA Downstate Chapter 

 

12:00 – 12:45 PM            Luncheon with the IGFOA Executive Board 



Fundamentals of Municipal Bonds
Andrew Kim – Director, Public Finance

PMA Securities, Inc.

Types of Bonds
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 Unlimited Tax General Obligation Bonds

 Limited Tax General Obligation Bonds

 Revenue Bonds

 Alternate Bonds

 Debt Certificates

 Refunding Bonds

WHAT ARE THE DIFFERENT TYPES OF 
BONDS? 
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 Bonds for which principal and interest is secured by a 
pledge of the municipality’s full faith and credit and taxing 
power.

 What does this mean?
 Bonds have a revenue source pledged as security for the repayment 

of principal and interest.

 Property tax revenue is the strongest of the pledges.

 The municipality is also obligated to pay the debt service from any 
legally available revenue if the property tax is insufficient.

 Generally speaking, the maximum term is 40 years for a 
home rule unit of government and 20 years for all other 
(with some exceptions). 

GENERAL OBLIGATION BONDS

4
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 Unlimited Tax General Obligation Bonds
 Payable from a separate property tax levy unlimited as to rate or 

amount

 Provide the best security for investors

 Issued by home rule municipalities without referendum

 For tax capped non-home rule municipalities, must be approved by 

referendum

 In non-tax capped non-home rule municipalities, are issued pursuant 

to specific referendum bonding statutes

TYPES OF GENERAL OBLIGATION BONDS
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 Limited Tax General Obligation Bonds
 Non-referendum

 Public Hearing (BINA) required

 Issued by tax capped non-home rule municipalities
 Must be issued pursuant to specific non-referendum bonding statutes

 Payable from a separate property tax levy unlimited as to rate but limited 
as to amount

 Annual property tax levy cannot exceed the Debt Service Extension 
Base (DSEB)

 Still a general obligation of the issuer

TYPES OF GENERAL OBLIGATION BONDS
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 What are the advantages of GO Bonds?
 They provide the best overall interest rate since the bonds are 

secured by a separate property tax.

 Debt service does not affect operating funds since it is payable from a 
separate property tax levy.

 Allow for the combination of projects in one issue that otherwise could 
not be combined as pure revenue issue.

ADVANTAGES AND DISADVANTAGES OF GO 
BONDS
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 What are the disadvantages of GO Bonds?
 Referendum is required unless sufficient non-referendum capacity 

exists.

 GO Bonds count against the debt limit.

 The final payment is limited to 20 years from issuance for most non-
home rule governments.

 Too much GO debt could hurt bond ratings.

ADVANTAGES AND DISADVANTAGES OF GO 
BONDS

8
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 Revenue Bonds rely on the sale of a product or service 
(water, sewage disposal, electricity, etc.) to generate 
sufficient revenues to pay operating and maintenance 
expenses and principal and interest on revenue bonds.

 Types of Revenue Bonds

Water Airport Toll Roads and Bridges

Sewer Mass Transit Convention Centers

Electric Health Care (Hospital, etc.) Parking

Sales Tax Higher Education Stadiums

Utility Tax Housing

Solid Waste Storm Water

REVENUE BONDS

9

 Backdoor referendum required

 Payment period cannot be longer than the lesser of 40 
years or the period of usefulness of the project, as 
determined by the issuer

 Do not count against the 8.625% non-home rule municipal 
debt limit

 What is the effect of the security?
 Longer and more detailed bond documents.
 Covenants regarding coverage, rate setting, operating requirements 

as well as the creation of reserves (especially a debt service reserve).
 Interest rates generally higher than general obligation bonds

REVENUE BONDS (CONTINUED)
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 Alternate bonds are “double barreled”
 A payment source (which may be enterprise revenues or a general 

source of funds available to the issuer) must be identified and 
pledged as the primary security for the repayment of the Bonds

 Are “double barreled” bonds because the bonds are additionally 
secured by a property tax levy unlimited as to rate and amount

 The levy is abated each year if the primary revenue is sufficient

 Audit or feasibility report must show 1.25 times coverage (or 1.10x for 
a governmental revenue source)

ALTERNATE BONDS
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 Subject to a backdoor petition period and, if issued in lieu of 
enterprise revenue bonds, may require a simultaneous 
backdoor referendum to authorize the enterprise revenue 
bonds

 Petition period: 30 days
 Petitioners: greater of (a) 7.5% of registered voters or (b) 15% of 

registered voters or 200, whichever is less

 Petition period if bonds are payable solely from enterprise 
revenues (except for alternate bonds that finance public 
utilities, public streets and roads or public safety facilities):  
45 days 
 Petitioners:

 Lesser of 5% of registered voters or 5,000 if municipality has more than 
4,000 registered voters

 Lesser of 15% of registered voters or 200 if municipality has 4,000 or 
fewer registered voters

12

ALTERNATE BONDS
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 Outside the tax cap

 A direct referendum is not required

 Payment period generally cannot exceed 40 years

 Public hearing (BINA) required

 Must abate debt service levy annually to the extent the pledged 
revenue source is sufficient

 Do not count against the 8.625% non-home rule municipal debt 
limit unless taxes extended

 Alternate revenue bonds generally trade at the same yields as 
general obligation bonds

13

ALTERNATE BONDS

Bond Terms

14
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 Coupon or Interest Rate
 The nominal interest rate that is used to calculate the interest 

payments owed on a bond

 Usually paid semi-annually

 Price
 The dollar amount to be paid for a bond is stated as a percentage of 

par value

 Yield
 The discount rate that relates the coupon rate to the price

 The yield represents the true cost of funds and can be understood as 
the annual rate of return paid to the investor

 Yield and price are inversely related

PRICING TERMS
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 Bonds are designated as bank qualified if an issuer does 
not expect to issue more than $10 million of tax-exempt 
securities in a single calendar year
 Taxable debt obligations are not included in the $10.0 million

 Current refundings of prior bonds that were designated as bank 
qualified are not included as well

 Allows a financial institution to deduct 80% of its interest 
expense allocable to the purchase of tax-exempt securities

 Allows banks to have a double tax benefit

BANK QUALIFICATION

16
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 Dated Date
 The date from which the bond holder is entitled to receive interest

 The date the “interest clock” starts running

 Delivery Date
 The date the bonds are “delivered” to the bondholder and funds are 

received by the issuer

 Since the issuer pays interest from the dated date, but does not 
receive its funds until the delivery date, it is entitled to accrued 
interest

 Accrued interest is paid by the original purchaser as part of 
the purchase price

ACCRUED INTEREST

17

Refunding Bonds
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 New Money bonds
 Issued to raise money for a capital project

 Refunding bonds are issued to:
 Achieve cost savings

 Remove or change burdensome bond covenants

 Restructure debt

19

NEW MONEY VS. REFUNDING BONDS

 Optional Redemption
 The right to retire an issue or a portion thereof before the stated 

maturity date, but after a specified amount of time
 Typically, non bank qualified bonds are callable 10 years after issuance, and bank 

qualified bonds are callable eight to nine years after issuance

 The option is exercised by the bond registrar at the direction of the issuer usually 
through an escrow agreement

 The optional call provision may require the issuer to redeem the bonds at a premium 
stated as a percentage of par. In recent history bonds are sold without a premium

 Mandatory Redemption
 A provision that requires an issuer to call or purchase a certain 

amount of a term bond one or more years before the stated maturity 
date

20

CALL PROVISIONS
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 Optional Redemption: The option to retire or call a bond 
issue (or a portion thereof) before the stated maturity 
date(s)

 Call date: The date the issuer can exercise its optional 
redemption provision.

 Yield to Maturity (YTM): The yield assuming a bond is held 
until the maturity date

 Yield to Call (YTC): The yield assuming a bond is held until 
the call date

REFUNDING TERMINOLOGY

21

 Current vs Advance Refunding
 Current – refunded bonds are paid or redeemed within 90 days of the 

issue date

 Advance – refunded bonds are paid or redeemed more than 90 days 
from the issue date

 Refunding Escrow – the amount of bond and interest 
income needed at the call or maturity date

REFUNDING TERMINOLOGY

22
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Nominal Yield on 
prior bonds
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refunding bonds

Escrow Yield
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Less than 90 
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Debt Service Comparison 

Date Total P+I Net New D/S Old Net D/S Savings

12/01/2016 1,124,013.33 1,124,013.33 1,125,133.75 1,120.42

12/01/2017 1,391,250.00 1,391,250.00 1,568,895.00 177,645.00
12/01/2018 1,391,850.00 1,391,850.00 1,566,010.00 174,160.00

12/01/2019 1,522,150.00 1,522,150.00 1,706,040.00 183,890.00

12/01/2020 1,521,950.00 1,521,950.00 1,705,540.00 183,590.00

12/01/2021 1,525,350.00 1,525,350.00 1,707,790.00 182,440.00

12/01/2022 1,522,150.00 1,522,150.00 1,707,540.00 185,390.00

12/01/2023 1,522,550.00 1,522,550.00 1,704,790.00 182,240.00

12/01/2024 1,521,350.00 1,521,350.00 1,704,540.00 183,190.00

12/01/2025 1,523,200.00 1,523,200.00 1,706,540.00 183,340.00

12/01/2026 1,522,800.00 1,522,800.00 1,705,540.00 182,740.00
12/01/2027 1,520,150.00 1,520,150.00 1,706,540.00 186,390.00

12/01/2028 1,520,250.00 1,520,250.00 1,706,980.00 186,730.00

12/01/2029 1,517,875.00 1,517,875.00 1,704,300.00 186,425.00

12/01/2030 1,518,025.00 1,518,025.00 1,703,500.00 185,475.00

12/01/2031 1,520,475.00 1,520,475.00 1,706,250.00 185,775.00

Total $23,685,388.33 $23,685,388.33 $26,435,928.75 $2,750,540.42

PV Analysis Summary (Net to Net) 
 
Gross PV Debt Service Savings 2,123,411.82

 
Net PV Cashflow Savings @  3.314%(AIC) 2,123,411.82

 
Contingency or Rounding Amount 774.34

Net Present Value Benefit $2,124,186.16

 
Net PV Benefit / $18,230,000 Refunded Principal 11.652%

REFUNDING CASE STUDY

Credit Ratings

26
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 An opinion about credit risk
 Ability and willingness of an issuer to meet its financial obligations in 

full and on time
 Likelihood of default

 Helps investors determine whether to invest in an issuer’s 
bond issue and at what yields

WHAT IS A CREDIT RATING?

27

Source: www.standardandpoors.com, www.fitchratings.com and www.moodys.com

Moody's S&P Fitch

Aaa AAA AAA Extremely strong capacity to meet financial obligations.

Aa1 AA+ AA+

Investment Grade Aa2 AA AA Very strong capacity to meet obligations.

Aa3 AA‐ AA‐

A1 A+ A+

A2 A A Strong financial capacity but susceptible to adversity.

A3 A‐ A‐

Baa1 BBB+ BBB+

Baa2 BBB BBB

Baa3 BBB‐ BBB‐

Non‐Investment Grade Ba1 BB+ BB+

Ba2 BB BB Non‐Investment Grade Speculative

Ba3 BB‐ BB‐

B1 B+ B+

B2 B B Highly Speculative

B3 B‐ B‐

Caa CCC+

Ca CCC CCC Extremely Speculative

C CCC‐

DDD

D DD Default

D

Adequate financial capacity but adverse conditions will lead to 

weakness.

CREDIT RATING SCALES

28
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MOODY’S RATING CRITERIA
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Source: www.moodys.com

S&P RATING CRITERIA

30

Source: www.spratings.com
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U.S. LOCAL GOVERNMENT GENERAL OBLIGATION SCORECARD (MOODY'S) Issuer: City of Country Club Hills

Very Strong Strong Moderate Weak Poor Very Poor
Sector Type: 0.50 - 1.49 1.50 - 2.49 2.50 - 3.49 3.50 - 4.49 4.50 - 5.49 5.50 - 6.50
City Aaa Aa A Baa Ba B & Below Input Weight Score
ECONOMY/TAX BASE (30%) 2.96/A2

Tax Base Size: Full Value (in 000s) > $12B $12B ≥ n > $1.4B $1.4B ≥ n > $240M $240M ≥ n > $120M $120M ≥ n > $60M ≤ $60M $665,790 10% 3.13

Full Value Per Capita > $150,000 $150,000 ≥ n > $65,000 $65,000 ≥ n > $35,000 $35,000 ≥ n > $20,000 $20,000 ≥ n > $10,000 ≤ $10,000 $39,744 10% 3.33

Socioeconomic Indices: MFI > 150% of US median 150% to 90% of US median 90% to 75% of US median 75% to 50% of US median 50% to 40% of US median ≤ 40% of US median 94.96% 10% 2.41

FINANCES (30%) 3.79/Baa1

> 30.0% 30.0% ≥ n > 15.0% 15.0% ≥ n > 5.0% 5.0% ≥ n > 0.0% 0.0% ≥ n > -2.5% ≤ -2.5%
> 25.0% for School Districts 25.0% ≥ n > 10.0% for SD 10.0% ≥ n > 2.5% for SD 2.5% ≥ n > 0.0% for SD 0.0% ≥ n > -2.5% for SD ≤ -2.5% for SD

5-Year Dollar Change in Fund Balance as % 
of Revenues

> 25.0% 25.0% ≥ n > 10.0% 10.0% ≥ n > 0.0% 0.0% ≥ n > -10.0% -10.0% ≥ n > -18.0% ≤ -18.0% -9.10% 5% 4.40

> 25.0% 25.0% ≥ n > 10.0% 10.0% ≥ n > 5.0% 5.0% ≥ n > 0.0% 0.0% ≥ n > -2.5% ≤ -2.5%
> 10.0% for School Districts 10.0% ≥ n > 5.0% for SD 5.0% ≥ n > 2.5% for SD 2.5% ≥ n > 0.0% for SD 0.0% ≥ n > -2.5% for SD ≤ -2.5% for SD

5-Year Dollar Change in Cash Balance as % 
of Revenues

> 25.0% 25.0% ≥ n > 10.0% 10.0% ≥ n > 0.0% 0.0% ≥ n > -10.0% -10.0% ≥ n > -18.0% ≤ -18.0% 0.18% 5% 3.47

MANAGEMENT (20%) 2.69/A1

Institutional Framework 
Very strong legal ability to 

match resources with 
spending

Strong legal ability to match 
resources with spending

Moderate legal ability to match 
resources with spending

Limited legal ability to match 
resources with spending

Poor legal ability to match 
resources with spending

Very poor or no legal ability to 
match resources with 

spending
Strong 10% 2.00

Operating History: 5-Year Average of 
Operating Revenues / Operating 
Expenditures 

> 1.05x 1.05x ≥ n > 1.02x 1.02x ≥ n > 0.98x 0.98x ≥ n > 0.95x 0.95x ≥ n > 0.92x ≤ 0.92x 0.98x 10% 3.39

DEBT/PENSIONS (20%) 3.07/A2

Net Direct Debt / Full Value < 0.75% 0.75% ≤ n < 1.75% 1.75% ≤ n < 4.00% 4.00% ≤ n < 10.00% 10.00% ≤ n < 15.00% > 15.00% 7.48% 5% 4.07

Net Direct Debt / Operating Revenues < 0.33x 0.33x ≤ n < 0.67x 0.67x ≤ n < 3.00x 3.00x ≤ n < 5.00x 5.00x ≤ n < 7.00x > 7.00x 1.67x 5% 2.93

3-Year Average of Moody's Adjusted Net 
Pension Liability / Full Value

< 0.90% 0.90% ≤ n < 2.10% 2.10% ≤ n < 4.80% 4.80% ≤ n < 12.00% 12.00% ≤ n < 18.00% > 18.00% 3.28% 5% 2.93

3-Year Average of Moody's Adjusted Net 
Pension Liability / Operating Revenues

< 0.40x 0.40x ≤ n < 0.80x 0.80x ≤ n < 3.60x 3.60x ≤ n < 6.00x 6.00x ≤ n < 8.40x > 8.40x 0.73x 5% 2.33

Overall Score: 3.18
Unadjusted Rating: A3

Fund Balance as % of Revenues -1.65% 10% 5.16

Cash Balance as % of Revenues 13.09% 10% 2.29

A3
3.18

0.50 1.50 2.50 3.50 4.50 5.50 6.50

BBaBaaAAaAaa

MOODY’S CREDIT RATING SCORECARD

31

32

The Village’s current 
indicative rating from 
S&P stands at a strong 

AA+

S&P CREDIT RATING SNAPSHOT

Source: www.spratings.com
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*The Municipal Market Data “MMD” is a municipal bond market index produced by TM3. Data provided as of February 6, 2017.

WHY CREDIT RATING IS IMPORTANT

33
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ISSUER CREDIT INTEREST RATE COMPARISON
MMD Bond Index By Rating Category

AAA AA Insured A Baa

Participants in a Bond Transaction
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 Issuers often seek the advice of a municipal advisor.  Municipal advisors 
perform a variety of tasks, including:

1. Analyzing the financing needs and options of the issuer;

2. Helping the issuer in selecting a broker dealer and other financing 
professionals;

3. Advising on the issuer’s debt plans relating to its capital needs;

4. Structuring the bond issue;

5. Organizing the issuance of the bonds;

6. Working with rating agencies and credit enhancers;

7. Preparing the disclosure document for the bond sale; and

8. In a negotiated sale, negotiating with the purchaser of the bonds on the 
interest rates for the bonds.

 Issuers do not have to hire a municipal advisor, but the GFOA 
“recommends that the issuer hire a municipal advisor prior to the 
undertaking of a debt financing unless the issuer has sufficient in-house 
expertise and access to current bond market information.”

MUNICIPAL ADVISORS

37

(1)

(1) Source: http://www.gfoa.org/selecting‐and‐managing‐municipal‐advisors

 Almost all municipal bonds are accompanied by a bond opinion of bond 
counsel who assists/represents not only the issuer, but the legal interests 
of the bondholders.

 The bond opinion addresses the main legal issues, whether:

1. The bonds constitute legal, valid and binding obligations of the issuer;  
and

2. Interest on the bonds is exempt from federal (and in some cases 
state) income taxation under applicable tax laws.

 In rendering the bond opinion, bond counsel:

1. Undertakes a review and examination of all applicable laws 
authorizing the issuance of bonds;

2. Ascertains that all required procedural steps have been completed to 
assure proper authorization and issuance of the bonds; and

3. Determines that all federal (and in some cases state) tax laws 
governing the issuance of the bonds have been complied with.

BOND COUNSEL

38
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 Underwriters typically purchase the bonds from the issuer, 
unless there is a direct purchase of the bonds such as by a 
local bank
 Bonds are usually purchased through a competitive or negotiated

sale

 Underwriters then sell the bonds to their investor base

 Competitive sale
 In a competitive sale, bids by competing underwriters for the bonds 

are submitted to the issuer at a specific date and time

 Broker dealers will sometimes bid on bonds as a syndicate of two or 
more broker dealer firms

 The bidder with the lowest true interest cost is selected on the sale 
date to serve as the broker dealer

UNDERWRITERS

39

 Negotiated sale
 In a negotiated sale, one or more broker dealers are selected at the 

beginning of a bond issue, often through an RFP process

 The broker dealer, along with the municipal advisor, assists the issuer 
in coordinating and managing the bond issue

UNDERWRITERS

40
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COMPETITIVE VS NEGOTIATED SALE

 

Competitive Sale Negotiated Sale 

 Market Familiarity: Market recognizes the 
issuer as a stable and regular borrower in 
the public market with an active secondary 
market. 

 Strong Credit Rating: Issue has a strong 
unenhanced credit rating. 

 Strong Security: General obligation 
bonds backed by the issuer’s full faith and 
credit or revenue bonds with a historically 
sound revenue stream. 

 Issue Size: Transaction is neither too 
large to be easily absorbed by the market 
nor too small to attract investors without a 
concerted sales effort. 

 Structure: Short to medium term structure 
often attracts more interest in a competitive 
sale, since there is inherently more risk 
with a longer structure. 

 Traditional Features: Bonds do not have 
overly complex characteristics. 

 Stable Market: Relatively stable market 
conditions and evidence of market 
demand. 

 Weaker Credit Rating: Issue has a low 
unenhanced credit rating. 

 Weaker Security: Revenue stream is 
newly established or coverage is lean for a 
revenue bond. 

 Issue Size: Issue is too large to be easily 
absorbed at competitive sale or too small 
to attract sufficient attention. 

 Long Structure: Longer maturities 
naturally carry more risk than shorter 
maturities and can be more difficult for an 
underwriter to sell without the ability to pre-
market. 

 Complex Features: Includes a complicated 
refunding or has other factors, such as a 
short call, that make the issue market 
sensitive. 

 Volatile Market: Market volatility increases 
perceived risk and makes sale date 
flexibility important. 

 Retail Participation: Issuer wants to 
encourage and prioritize retail participation 
within its boundaries.  

 Underwriter Selection: Issuer wants to 
have input on how the bonds are allocated 
between underwriting firms to ensure 
distribution to local, minority or woman 
owned firms. 

41

 Especially after the Great Recession and with certain recent municipal bond 
defaults, bond ratings are playing a more prominent role in the municipal bond 
market.  A rating is almost obligatory for the sale of any major bond issue in the 
public market.  

 Issuers prepare rating agency presentations, with the help of their municipal 
advisor and their broker dealer (negotiated sale).

 Rating agencies also review their ratings periodically and analyze the issuer’s 
current financial and operational information.

 Credit enhancement denotes the credit of a stronger, more highly rated entity 
(such as a bond insurer), that is used to strengthen or enhance the credit of a 
lower-rated issuer.  
 Many bond insurers have left the market, but recently the use is growing for issues rated in the “A” or 

lower categories.

RATING AGENCIES AND CREDIT ENHANCERS

42
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What is an Official Statement?

43

 The official statement is a document prepared by, or on behalf of, 
the Issuer in connection with a primary offering of its bonds

 The official statement is required to disclose all material 
information on the offering 

 The official statement is the main source of anti-fraud liability in a 
municipal transaction

 The obligation for the accuracy and completeness of the 
disclosure lies with the Issuer
 Experts may assist, but cannot completely discharge, the Issuer’s 

obligation

 Issuer, Underwriter, Financial Advisor, Attorneys (Underwriter’s 
Counsel/Disclosure Counsel/Issuer’s Counsel) all have potential anti-
fraud liability for material misstatements and omissions in an official 
statement

OFFICIAL STATEMENT

44
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 Reviewed by rating agencies and insurers when 
evaluating credit

 Used to market the securities to prospective investors

 Gauge interest prior to sale

 Provides material disclosure information needed to make an 
informed investment decision

 The Official Statement has become more important in light of 
insurer downgrades and current credit environment

WHY THE OFFICIAL STATEMENT IS 
IMPORTANT

45

 The OS is the ISSUER’S document

 YOU are the expert on YOUR municipality!

 Stringent legal disclosure requirements

 The Issuer’s elected officials and administration are held 
accountable for the adequacy of the information disclosed

WHY THE OFFICIAL STATEMENT IS 
IMPORTANT

46
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Competitive Sale 
Date and Time

Total Par Amount, 
Legal Name of Issuer 

and Bond Title

Dated Date

Interest Payment Dates

Legal Use of 
Bond Proceeds

Bond Security 
and Authority

Optional 
Redemption 

Feature

Official Date of 
Offering Document 

(Sale Date of Bonds)

Delivery Date

Bond Rating

47

• Securities and Exchange Commission Rule 15c2-12 (the “Rule”) 
requires dealers who underwrite municipal securities to obtain certain 
information about the securities and issuers

• In addition, underwriters must make sure that the issuer provides 
certain information about the securities on an ongoing basis

• This agreement is called the continuing disclosure undertaking (CDU), 
which is executed at the closing of a bond issue

• Continuing disclosure information is provided to the secondary market 
through a portal called Electronic Municipal Market Access (EMMA)

• This information can be grouped into three categories:
 Financial Data or “Annual Financial Report”

 Operating/Statistical Data  or “Annual Financial Information” which is typically 10 to 
12 tables of information originally provided to the market in the issuer’s official 
statement

 Reportable Event Filing (10 business days to file a “Reportable Events Notice”)

CONTINUING DISCLOSURE

48
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There are 14 enumerated reportable events under the Rule 15c2-12:
1. Principal and interest payment delinquencies

2. Non-payment related defaults, if material

3. Unscheduled draws on debt service reserves reflecting financial difficulties

4. Unscheduled draws on credit enhancements reflecting financial difficulties

5. Substitution of credit or liquidity providers, or their failure to perform

6. Adverse tax opinions

7. Modifications to the rights of security holders, if material

8. Bond calls, if material, and tender offers

9. Defeasances

10. Release, substitution or sale of property securing repayment of the securities, if 
material

11. Rating changes

12. Bankruptcy, insolvency, receivership or similar event of the issuer

13. The consummation of a merger, consolidation, or acquisition

14. Appointment of a successor or additional trustee or the change of name of a trustee, 
if material

REPORTABLE EVENTS

49
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This presentation has been prepared by PMA Securities, Inc. for informational and educational purposes to units of local government without 
regard to any particular entity’s investment objectives, financial situation or means. The content of this presentation is not to be construed as 
a recommendation, solicitation or offer to engage in an issuance, or to buy or sell any security, financial product or instrument, or to 
participate in any particular trading strategy in any jurisdiction in which such an offer or solicitation, or trading strategy would be illegal. Nor 
does it constitute any legal, tax, accounting or investment advice of services regarding the suitability or profitability of any security or 
investment. PMA and its employees do not offer tax or legal advice and any entity should consult with its own tax and/or legal advisors before 
making any tax or legal related investment decisions.

Although the information contained in this presentation has been obtained from third-party sources believed to be reliable, PMA cannot 
guarantee the accuracy or completeness of such information. It is understood that PMA is not responsible for any errors or omissions in the 
content in this document and the information is being provided to you on an “as is” basis without warranties or representations of any kind. 
The analysis or information presented in this presentation is based upon current market conditions which are subject to change. There is no 
guarantee that the projected yield will be realized and the actual yield will depend on the available investment product and market conditions 
at the time of investment.

This presentation is solely intended to suggest/discuss potentially applicable financing applications or investment strategies. Any terms 
discussed herein are preliminary until confirmed in a definitive written agreement. Although market value, market analytics and other 
information contained in this presentation have been obtained from third-party sources believed to be reliable, PMA cannot guarantee the 
accuracy or completeness of such information. No representation is made that any results indicated herein will be achieved. Changes to any 
prices, levels, or assumptions contained herein may have a material impact on results. Any estimates or assumptions contained herein 
represent our best judgment as of the date indicated and are subject to change without notice. Examples are merely representative and are 
not meant to be all-inclusive. All investments mentioned herein may have varying levels of risk, and may not be suitable for every investor. 
Investment in securities involves risks, including the possible loss of the amount invested. In addition, past performance is no indication of 
future results and the price or value of investments may fluctuate. Asset allocation does not assure or guarantee better performance and 
cannot eliminate the risk of investment losses.

Securities, public finance services and institutional and municipal advisory brokerage services are offered through PMA Securities, Inc. PMA 
Securities, Inc. is a broker-dealer and municipal advisor registered with the SEC and MSRB, and is a member of FINRA and SIPC. Prudent 
Man Advisors, Inc., an SEC registered investment adviser, provides investment advisory services to local government investment pools and 
separate accounts. All other products and services are provided by PMA Financial Network, Inc. PMA Financial Network, Inc., PMA 
Securities, Inc. and Prudent Man Advisors (collectively “PMA”) are under common ownership.

© 2017  PMA Securities, Inc. v2.07.17
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Essential Elements
of a Successful
Investment Program
February 9, 2017

PFM Asset 
Management LLC

222 N. LaSalle

Suite 910

Chicago, IL 60601

312‐977‐1570

pfm.com

© PFM 2

 Starting Points

o Investment Policy

o Cash Flow

 Implementation

o Identify/invest “core” balance, then target known cash flow dates

o Look for relative value among available investment options

o Assess current and historical market conditions

Agenda
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 Yields are low

o Deposits likely earning less than 1.00% (for the past 8+ years)

o Extra liquidity hurts

 Loss of purchasing power

o Inflation is around 2.0%

 Every basis point of earnings and costs have been magnified

 Budgets are tight

 Staffing can be thin = doing more with less = people are busy

Challenges

© PFM 4

Opportunities: You Can Prudently Add Value

Individual Public Entity

Amount to Invest $10,000 $10,000,000

Investment Rate 1.00% 1.00%

Earning Earnings $100 $100,000

Common Fallacies

 It is too much work

 We don’t have enough staff (or time!)

 The additional income is not enough

“I’m a fun-loving shopaholic trapped in the 
body of a prudent investor!”
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Maximizing Your Investment Program:
Starting Points 

© PFM 6

Define Investment Objectives

To meet ongoing and 
uncertain needs

Protect principal

Maximize earnings
While simultaneously providing safety and liquidity

For general operating, reserves, and bond proceeds:
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Investment Policy Statement

Develop, Review, Amend, Improve … 
Then Review, Amend, and Improve again 

 Objectives

 Standard of Prudence

 Ethics & Conflicts

 Delegation of Authority

 Selection of Broker / Dealers

 Competitive Selection

 Safekeeping and Custody

 Internal Controls

 Authorized Investments

 Specifically define

 Belts and Suspenders

 Diversification

 Sector

 Issuer

 Maximum Maturity

 Security Downgrades

 What to do?

 Performance and  Reporting 
Standards

© PFM 8

Public Funds – High Quality Fixed Income

 The overall market is made up of a broad spectrum of asset classes

 Most public funds are invested in conservative and liquid assets

 Diversified asset classes may be used for pensions, OPEBs, endowments,  foundations, etc.

Money
Market

Domestic 
Fixed

Int’l
Fixed

Domestic
Equity

Int’l 
Developed

Int’l 
Emerging

Real
Estate

Private 
Equity

Futures

0% – 2%

Page 31



© PFM 9

Permitted Investments 

•Define general universe

•Complies with the Illinois Public Funds 

Investment Act

•Set diversification limits

•Term

•Sector

•Credit Quality

•Restrictive clauses

Sector % Allowed

U.S. Treasuries ?

Federal Agencies ?

Deposit Accounts ?

Certificates of Deposit ?

Repurchase Agreements ?

Local Government 
Investment Pools

?

Municipal Securities ?

Commercial Paper ?

© PFM 10

Local Government Investment Pools (LGIP)

Illinois LGIPs Rating

Illinois Funds AAAm (S&P)

Illinois Trust, IIIT Class AAAm (S&P)

IMET Convenience Fund
Not Rated

IMET 1‐3 Year Fund Aaa/MR1 (Moody’s)
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Corporate Notes as a Possible Permitted Investment?

Source: BofA Merrill Lynch Indices.
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Just Because It is Allowed, Doesn’t Mean You Should Do It

 Do your homework

 Analyze the risks / rewards and your 

capacity to manage each investment 

being considered

 In 2007, public entities lost millions of 

dollars by investing in obscure asset 

backed commercial paper

 Mainsail

 Rhinebridge

 Cheyne Finance
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Credit Ratings

S&P Moody’s Explanation of Rating

AAA Aaa High quality.  Smallest degree of investment risk

AA Aa High quality. Differs only slightly from highest‐rated issues.

A A Adequate capacity to pay interest and repay principal.

BBB Baa More susceptible to adverse effects of changes in economic conditions.

BB Ba Has speculative elements; future not considered to be well‐assured.

B B Generally lack characteristics of desirable investment.

CCC Caa Poor standing.  Vulnerability to default.

C C Extremely poor prospects.

D D In default.

© PFM 14

Sample Credit Screening Process

• Minimum rating requirements
• Availability of supply
• Relative value analysis

Universe of  Potential Issuers

Preliminary Screen

• Improving or stable ratings
• Diversity of revenue/profits
• Capital structure
• Strength of financial position
• Industry leadership

• Superior product 
• Management team

Issuer Screen

• Economic outlook
• Outlook for industry growth
• Geographic exposure
• Changes in regulatory environment

Industry Screen

Information Sources:

• Independent research

• Company releases

• Sell side analysis

• News releases

• Company financials

• Ratings reports

• Security valuation

Approved Issuer List

• Bloomberg

• MarketAxess

• TradeWeb
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Addressing Liquidity

Thanks, 
make mine 
a double!

What you need 
is liquidity.

© PFM 16

Cash Flow Analysis is the Key

 Identifies “core” vs liquid funds

 Protects liquidity and enhances cash management techniques

 Identifies trends in cash balances

 Can increase investment income

― Amounts available for investment

― Period of time to hold the investment

― Assists with investment strategies

 Forecasts potential deficits
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Investments Held

Liquidity and Operating Funds

 Daily Liquidity 

 Funds to cover specific, predictable 
cash flows

 Investment horizon less than 12 
months

“Core” Reserves

 Funds with stable balances

 Investment horizon more than 1 
year

Bond Proceeds

 Funds dedicated for a specific use

 Investments matched to draw 
schedule
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Sample Cash Flow Analysis

Analysis of Historical Cash Flows
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Maximizing Your Investment Program:
Implementation
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3 Basic Principles of Portfolio Structuring

1. Identify/invest “core” balance, then target known cash flow dates

 Payroll

 Debt service

 Capital project expenditures

2. Look for relative value among available investment options

 Shape of the yield curve

 Value among sectors

3. Assess current and historical market conditions

© PFM 20

Principle 1: Identify/ invest “core” balance then target known cash flow dates

 Payroll

 Debt service

 Capital project expenditures
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Principle 2: Look for Relative Value Among Investment Options

 Shape of the yield curve

Yield Curve History

12/31/16 09/30/16 12/31/15

1‐Mo. 0.42 0.19 0.13

3‐Mo. 0.50 0.28 0.17

6‐Mo. 0.61 0.43 0.48

1‐Yr. 0.81 0.59 0.60

2‐Yr. 1.19 0.76 1.05

3‐Yr. 1.45 0.88 1.31

5‐Yr. 1.93 1.15 1.76

7‐Yr. 2.25 1.42 2.09

10‐Yr. 2.45 1.60 2.27

30‐Yr. 3.07 2.32 3.02
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U.S. Treasury Yield Curve
December 31, 2016 September 30, 2016 December 31, 2015

Source: Bloomberg.
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Principle 2: Look for Relative Value Among Investment Options

Source: Bloomberg and PFMAM Trading Desk.
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Wide
spreads
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Principle 3: Assess Market Conditions ‐ Fed Funds Target Rate

0%

1%

2%
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Dec‐16 FOMC Projections

Dec‐16 Median

Sep‐16 Median

2017 2018 2019 Longer Term

Fed members raised 
their forecasts in 

December

FOMC Raises Expectations; Sees Three Hikes Next Year

Source: Federal Reserve and Bloomberg; Individual dots represent each Fed official’s judgment of the midpoint of the appropriate target range for the federal funds rate.
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U.S. Economic & Market Highlights

Economy Grew 
$534 billion 

Over the Last 
12 Months

Economic 
Highlights

Market 
Highlights

Jobs Created
2.2 million

New Vehicles Sold
17.5 million

New Homes Sold
561 thousand

Consumer Confidence
Highest since 2001

Consumer Prices
Highest since 2014

Housing Prices
Record high

Jobless Claims
Lowest since 1974

Oil
Highest since 2015

2-Yr Treasury Yield
Highest since 2011

Equities
Record high

US Dollar
Highest since 2003

Source: Bloomberg. As of 12/31/16.
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 The U.S. labor market added 156,000 jobs in December, and averaged 180,000 per month in 2016.

 The unemployment rate ticked up to 4.7% while the U6 unemployment rate, which includes part‐time and discouraged workers for 

economic reasons, ticked down to 9.2%, the lowest since 2008.

 Average hourly earnings grew at 2.9% for the year, the strongest since 2009.

Source: Bureau of Labor Statistics, as of 01/06/17.
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 The core personal consumption expenditures (PCE) price index, the Fed’s preferred gauge of core inflation, stayed around 1.7% year‐over‐year 

through November, continuing to modestly undershoot the Fed’s 2% target.

 However, investors are expecting inflation to pick up, with market expectations for inflation over the next five years recovering back to levels last 

seen in 2014; a tightening labor market together with President‐elect Trump’s proposed spending policies could add to price pressures and 

prompt the Fed to raise rates faster. 

Source: Bloomberg as of 12/31/2016. Five year breakeven rate measures market expectations for inflation over next 5 years, as indicated by difference 
between yields on 5 year TIPS and 5 year Treasury notes.
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Policy Proposed Platform Potential Impact

Fiscal

 Massive infrastructure spending

 Increased military spending

 Entitlement changes (but not Social Security)

 Boost economic growth over mid‐term

 Increase borrowing and Federal deficit

 Higher inflation

Monetary

 Fill two vacancies on Federal Reserve Board

 Increase Congressional oversight of Fed 

 Replace Chair (Yellen) and Vice Chair (Fischer) when 
terms expire in February 2018

 Tighter monetary policy

 Less regulation of banks

 Higher bond yields

Regulatory

 Reduce corporate and personal income taxes

 Simplify tax code

 Repeal Dodd‐Frank

 Repeal Affordable Care Act

 Withdraw from Paris Climate Accord

 Promote fossil fuel‐based energy production

 Increase corporate earnings

 Change the risk profile of the financial 
services industry

 Disrupt the healthcare industry

 Lower energy prices

Immigration

 Restrict immigration

 Deport undocumented immigrants

 "Force Mexico to pay"

 Labor shortages in some industries

 Exacerbate trade tensions with Mexico

 Push up U.S. consumer prices

Trade

 Challenge China's economic policy

 Renegotiate NAFTA, abandon TPP

 Impose taxes or tariffs to pressure nations to 
negotiate bilateral agreements

 Stronger U.S. dollar

 Higher inflation

 Possible trade wars

Potential Impact of the Trump Administration

© PFM 28

Key Takeaways:

 U.S. economy expected to show improving 
growth

 Interest rates are likely to continue rising at 
modest pace

 Inflation will rise from historic lows

 35‐year bull market in bonds likely over 

Upside Opportunity:

 Faster economic growth creates a virtuous 
cycle of improving productivity and lower 
deficits, boosting equities and bonds

Downside Risks:

 Rising political uncertainty around the 
world

 Increasing trade frictions

Fixed Income
Portfolio Strategy Implications

 Returns driven by Fed policy and economic 
landscape

 Increased volatility in the bond market due 
to political uncertainty

 Continue to emphasize use of credit and 
other spread products

2017 Outlook
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TOP DOWN STRATEGIES
Analysis of macro-economic conditions, asset class return 

expectations, interest rate levels and trends, yield curve structure, 
inflation expectations, economic forecasts, credit outlook, and  

political/ international factors.

TOP DOWN STRATEGIES
Analysis of macro-economic conditions, asset class return 

expectations, interest rate levels and trends, yield curve structure, 
inflation expectations, economic forecasts, credit outlook, and  

political/ international factors.

BOTTOM UP STRATEGIES
Relative value analysis, issuer credit research, quantitative security 

analysis, horizon analysis, individual issue selection, and 
yield/return comparison. 

BOTTOM UP STRATEGIES
Relative value analysis, issuer credit research, quantitative security 

analysis, horizon analysis, individual issue selection, and 
yield/return comparison. 

PORTFOLIO CONSTRUCTION & MANAGEMENT
Portfolio managers employ both strategies to add 

value for our clients.

Objectives 
and Policies

Strategies 

To  Add Value

• Sector allocation

• Duration management

• Maturity distribution

• Yield curve placement

• Industry selection

• Issue selection

Portfolio Management Process

© PFM 30

Potential Benefits of Utilizing an Investment Advisor

 Complement to Internal Resources. 

 Independent Audit of Investment Program. 

 Enhanced Internal Controls and Potential Audit Savings. 

 Transaction Cost Savings. 

 Enhanced Portfolio Return. 

 Diversification. 

 Continuity. 

 Personnel Time. 

 Access to Technology and Outside Data Sources. 
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Wrap Up: Investment Dos and Don’ts

DON’T

 Invest beyond your cash flow requirements

 Expect higher returns without higher risks

 Invest in securities you can’t explain

DO

 Devote the time to develop an investment strategy

 Follow your investment policy

 Make sure that your broker and/or investment advisor knows and understands 
your policies and objectives

 Review your policies and practices periodically

© PFM 32

Questions
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PFM Disclaimer

This presentation is only intended for institutional and/or sophisticated professional investors. This material is intended for

informational purposes only and should not be relied upon to make an investment decision, as it was prepared without regard to

any specific objectives, or financial circumstances. It should not be construed as an offer or to purchase/sell any investment. Any

investment or strategy referenced may involve significant risks, including, but not limited to: risk of loss, illiquidity, unavailability

within all jurisdictions, and may not be suitable for all investors. To the extent permitted by applicable law, no member of the

PFM Group, or any officer, employee or associate accepts any liability whatsoever for any direct or consequential loss arising from

any use of this presentation or its contents, including for negligence. This material is not intended for distribution to, or use by,

any person in a jurisdiction where delivery would be contrary to applicable law or regulation, or it is subject to any contractual

restriction. No further distribution is permissible without prior written consent.

The views expressed within this material constitute the perspective and judgment of PFM at the time of distribution and are

subject to change. Any forecast, projection, or prediction of the market, the economy, economic trends, and equity or fixed‐

income markets are based upon current opinion as of the date of issue, and are also subject to change. Opinions and data

presented are not necessarily indicative of future events or expected performance. Information contained herein is based on data

obtained from recognized statistical services, issuer reports or communications, or other sources, believed to be reliable. No

representation is made as to its accuracy or completeness.
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Thank You
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F. Alex Brown
Senior Manager Cybersecurity Practice

Patrick Flanigan
Senior Consultant Cybersecurity Practice

IT Security Trends 
and Events

It ’s not a question of IF ,  
but WHEN a cyber attack occurs, 

HOW will you react?

2
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Public Sector Threats

 Misuse of Data 
and Systems

 Phishing Attacks

 Malware

 Spam

 Data Leakage

6

12231,9845,15012,54078,919203,391567,301887,855

Data Records Lost or Stolen in 2016

2,803,036 every day

116,793 while we meet here today

1,023,108,267

Source: Seefit.com 
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50% Malicious or Criminal

27% System Glitches

23% Negligent Employees

Breaches by Source

Source: Seefit.com 

Breach Cost: $236 
per record Breach Cost: $213 

per record

Breach Cost: $197 
per record

200

52%

70%

81%

The median number of days that attackers stay 
dormant within a network before detection

The majority of data breach victims surveyed, 81 percent, 
report they had neither a system nor a managed security 
service in place to ensure they could self-detect data 
breaches, relying instead on notification from an external 
party.

Percent of respondents that felt that a successful cyberattack 
against their network would take place within the year.

As much as 70 percent of cyberattacks use a combination of 
phishing and hacking techniques and involve a secondary 
victim

Data Breach Facts the Numbers

Source: Swimlane.com
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A Delay in a Responding to a Data Breach 
Can be Expensive.  Do You Have Time?

• The average data breach lasts 
205 days (nearly 7 months)

• 80 Days to Detect and 125 to 
Resolve

• Those that can estimate detection 
time, only 11% of organizations 
believe it would take even 6 
months to detect an insider 
threat.

Source: CSID: Bitglass Insider Threat Report

6%

33%

7%

4%

1%

5%

9%

14%

11%

11%

within minutes

don’t know/not sure

no ability to detect

longer than six 
months

within three months

within one month

within one week

within hours

within one day

within six months

7 months - average time to detect breach

10

 Data Security

 Laws and Regulations

 Reputation, Trust, 
and Reliance

 Budgetary Resources

 Technical Skills and 
Talent

 New Technology 
Advancement

“Managing Security is an Ongoing Balance Act”

Page 49



Key Drivers to Increased Cybersecurity 
Threats

 Increasing number of devices with access 
to sensitive data

 More employees, contactors, partners 
accessing the network

 Increased public knowledge or visibility of 
insider threats that were previously 
undisclosed

 Increasing amount of sensitive data

 Technology is becoming more complex

Source: CSID: Bitglass Insider Threat Report

What Keeps IT Management Awake?... Data Security

54% 50% 50%

Insufficient data protection 
strategies or solutions

Data increasingly leaving 
the network perimeter via 
mobile devices and web 

access

Lack of employees 
training/awareness

12

Shortage of Cybersecurity Technical Resources

CYBERATTACKS ARE GROWING, BUT THE 
TALENT POOL OF DEFENDERS IS NOT 
KEEPING PACE.

 2 Million – Global Shortage of 
Cybersecurity Professionals by 2019

 53% of Organizations Experience 
Delays as Long As 6 months in Finding 
Qualified Security Professionals

 84% of Organizations Believe Half of 
Fewer of Applicants for Open Security 
Jobs Are Qualified.
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2014

2015

2016

States expand legislation and 
define custody requirements 
to govern the data use and 
privacy activities of online 
service providers. 

Growth of Cybersecurity Laws

Bills address many of the same themes 
as years past themes.

Bills are requiring greater transparency 
on how  data is managed

Since 2014
• 49 states and the District of Columbia 

have introduced 410 bills addressing 
data privacy.

• 36 states have passed 73 data privacy 
bills into law.

In recent years, we have gotten 
more aware and are smarter about

CYBERSECURITY
and yet, the incidents have become       

larger, more frequent and worse

WHY?
14
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Our  #1  defense   is  our  
weakest   l ink

PASSWORDS

15

89%

49%

49%

50%

89% of consumers feel secure with their current password 
management use habits, yet 1 in 5 has had an online 
account compromised

Almost half of consumers use the same password 
to access multiple accounts

If a consumer account is compromised, there is a 
49% chance that it can be used to gain access on 
their other accounts

Consumers with more than 20 accounts are nearly 
50% more likely to experience fraud

54% of Losses Were Identity Theft Incidents 
(e.g. Weak Passwords)

Three most popular 
passwords for 2016? 123456 password 12345678

Source: CSID: Data Breaches
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A long alphanumeric password with punctuation 
increases the time it takes to crack your password

There is Strength in Numbers

dietcoke

di3tcoke

di3tcoke!

ilikedi3tcokealot!

ilikedi3tcokealot!!

instantly

5 minutes

4 days

125,000 years

2 quadrillion years

Source: CSID: Data Breaches

Our  #2  defense   is  
our  2nd weakest   l ink

USERS

18
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25% of Incidents Reported Due to 
Accidental Loss (e.g. Employee Error)

Source: Bitglass Insider Threat Report

is software designed to disrupt or 
damage your computer system

Malware

20

Page 54



Phishing Attack 
Example

21

22

All those devices create 
many entry points

What controls does your organization 
have to protect data?
 Formal security polices

 Mobile Device Management 
(MDM) Policy

 Review of vendor service contract 
terms for security and data 
protection

 Periodic testing of network and 
infrastructure security

 User awareness training

 Strong passwords

 Review of security design for 
proposed new technology 

Best Practice Tips, Suggestions, and Recommendations
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THE FUTURE IS 
THE RESULT OF 
WHAT WE DO 
RIGHT NOW

Best Practice Tips, Suggestions, and Recommendations
Best Practice Tips, Suggestions, and Recommendations

Connected Technology

24
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F.  Alex  Brown
Furney.Brown@Plantemoran.com
Office248.223.3396 | Mobile: 216.970.6638 
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WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC, 
an SEC‐registered investment advisor.  | ©2017 CliftonLarsonAllen LLP

Changes to Government 
Financial Statements Are Likely 
Coming—Have a Say in Them!

Downstate Illinois Government Finance Officers 
Association
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WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Learning Objectives 

• Review concerns with existing reporting model

• Learn the approaches being considered for 
governmental fund statements

• Explore other items in the Invitation to Comment 
and the feedback requested

2
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WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Current Financial Reporting Model

• GASB 34, Basic Financial Statements—and 
Management’s Discussion and Analysis—for State 
and Local Governments, was issued in June of 1999

• Culmination of 15 years of research, deliberation, 
and due process

• Resulted in the format and measurement focus we 
know today, notes to F/S, RSI, and MDA

3
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WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Current Model (Continued)

4

• Introduced government‐wide statements using 
economic resources measurement focus

• Notably included reporting of infrastructure, other 
capital assets, and long‐term liabilities

• Required narrative MD&A

• Original budget info in RSI

• Introduced major fund reporting for governmental 
and enterprise fund financial statements
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New Research 

• GASB feels it is important to reexamine existing 
financial reporting model, to maintain effectiveness 
of its standards

• Researched financial reports of 465 govts

• Held 11 research roundtables with F/S preparers, 
auditors, and users

• Conducted broad‐based surveys of preparers, 
auditors, and users

• In‐depth interviews on issues raised 

• Goal of timely reporting and reduced complexity

5
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WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

And the Survey Says…..

• Research showed that most components of current 
financial reporting model are effective

• However, there are areas in which improvements 
could be made

• Still find that users have different needs (users being 
citizens, legislative/oversight bodies, 
investors/creditors)

• Fund statements showing shorter time perspective 
and that additional assets/liabilities on govt‐wide 
statements may not be clear to all users

6
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GASB Invitation to Comment

Financial Reporting Model Improvements—
Governmental Funds

(Issued December 7, 2016)

7
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WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Why Issued?
• Step toward Preliminary Views and an Exposure Draft

• To obtain feedback on potential improvements to existing financial 
reporting model for governmental funds (rather than “clean slate”)

• The need remains for shorter term perspective (fund statements) 
and long‐term (government‐wide)

• Some users believe that longer‐term items, or non‐financial items, 
should not be presented

• Lack of consistency in recognition of assets and liabilities

8
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Potential Improvements

Five potential improvements are specifically noted:

• Recognition approaches

• Format of governmental fund statements

• Specific terminology

• Reconciliation to government‐wide statements

• Statement of cash flows (for certain approaches)

9
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WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Three Alternative Recognition Approaches

1. Near‐term financial resources

2. Short‐term financial resources

3. Long‐term financial resources

These approaches are being considered to replace the current 
financial resources/modified accrual approach.

10
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Changes that Relate to Each Approach

• Change in statement names

• Two format options being considered for Resource 
Flows Statement:  existing format and NEW 
ALTERNATIVE “current and long‐term activity” 
format

• Description on each statement explaining difference 
from government‐wide (GW) statements

• Reconciliation directly on each statement to GW

11

©
2
0
1
7
 C
lif
to
n
La
rs
o
n
A
lle
n
 L
LP

WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Near‐Term Approach

• Shortest term of the three approaches, likely most 
comparable to budgetary basis

• Recognizes financial resources expected to be 
converted into cash

• Length of time following end of reporting period that 
would be included would range from 60‐90 days 
(would likely be prescribed by GASB)

• Allows the assessment of unspent resources at year 
end that are available for spending in next period

12
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Near‐Term Approach (continued)

• Assets include resources normally due to convert to 
cash within near term, including:

– Cash and investments

– Accounts receivable due in near‐term

– Property taxes receivable due in near‐term

Examples that would NOT be recognized:

– Prepaid items

– Inventory

– Long‐term receivables

– Capital assets

13
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WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Near‐term Approach (continued)

• Liabilities include those that are payable at period‐
end and that normally are due within the near term, 
including:

– Accounts payable and accrued payroll

– Accrued interest normally due in near term

– Compensated absences due in near term

– Unpaid balances on long‐term debt that matured in period

– Net pension and OPEB liabilities due in near term

Examples that would NOT be recognized:

– Compensated absences not due in near term

– Net pension and OPEB not due in near term

– Long‐term debt 

14
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Near‐Term 
Approach
—Balance 
Sheet

Illustration 
3

15
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Near‐
Term 
Approach
—
Financial 
Resource 
Flows—
Existing 
Format

Illustration 4a

16

Page 65



©
2
0
1
7
 C
lif
to
n
La
rs
o
n
A
lle
n
 L
LP

WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Illustration 4b

17

Near‐Term 
Approach—
Financial Resource 
Flows—Current 
and Long‐Term 
Activity Format
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WEALTH ADVISORY  |  OUTSOURCING |  AUDIT, TAX, AND CONSULTING

Near‐Term Approach: Benefits and Challenges
• Potential benefits:

– Would report amounts available for spending

– Removes effects of some longer term transactions such as 
inventory and long‐term receivables

– Cash flow statement may not necessary since close to cash 
measurement focus

• Potential challenges:

– Principal payment on debt only shown as liability on date due 
(even if one day after year end), however related accrued 
interest recorded

– Deliberate action or inaction by management can affect 
reported results from period to period

18
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Short‐Term (Working Capital) Approach

• Focuses on one‐year fiscal period (operating cycle)

• Recognizes financial resources for the period and 
period‐end balances related to short‐term (defined 
as one year) financial assets and liabilities

• Allows the assessment of ability to meet obligations 
of subsequent operating cycle and available 
resources beyond that cycle

19
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Short‐Term Approach (continued)

• Assets include resources normally due to convert to 
cash or be consumed within next operating cycle, 
including:

– Cash and investments

– Accounts receivable due within next operating cycle

– Property taxes receivable due within next operating cycle

– Prepaid items

– Inventory

Examples that would NOT be recognized:

– Long‐term receivables

– Capital assets

20
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Short‐term Approach (continued)
• Liabilities include those that are payable at period‐
end and that normally are due within the 
subsequent operating cycle, including:

– Accounts payable and accrued payroll

– Accrued interest normally due in next operating cycle

– Compensated absences due in next operating cycle

– Principal amounts of long‐term debt due in operating cycle

– Net pension and OPEB liabilities due in operating cycle (if a 
trust exists, liability is ARC over contributions)

Examples that would NOT be recognized:

– Compensated absences not due in operating cycle

– Net pension and OPEB not due in operating cycle

– Long‐term debt not due in operating cycle

21
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Short‐
Term 
Approach
—
Balance 
Sheet

Illustration 
5
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Flows—
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and Long‐
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Activity 
Format
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Short‐Term Approach: Benefits and 
Challenges
• Potential benefits:

– Instead of “rule” based standard, “conceptual” based, will make more 
consistent between govts

– Based on operating cycle (one year) vs “available”

– Aid users in evaluating short‐term financial health

– Allows for less changing of results by actions at year end

• Potential challenges:

– Unaccustomed to longer term items on fund statement

– May be additional efforts and costs in preparing and auditing because 
estimations and assumptions required

– Some differences in balances/presentation on fund statements vs 
govt‐wide could cause confusion

– Cash flow statement would be presented

25
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Long‐Term (Total Financial Resources) 
Approach
• Recognizes the effects of financial resources on 
transactions when they take place, regardless of 
when cash is received or paid

• The shorter‐time perspective would be captured by 
presenting a classified balance sheet, current vs 
noncurrent

• Reports all assets and liabilities except for capital 
assets and capital‐related debt

26
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Long‐Term Approach (continued)

• Assets include:

– Cash and investments

– Accounts receivable 

– Property taxes receivable

– Long‐term receivables

– Prepaid items

– Inventory

Examples that would NOT be recognized:

– Capital assets

27
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Long‐term Approach (continued)
• Liabilities recognized include:

– Accounts payable and accrued payroll

– Accrued interest 

– Compensated absences

– Principal amounts of long‐term operating debt and tax 
anticipation notes 

– Net pension and OPEB liabilities (GASB 68, 73, and 75)

Examples that would NOT be recognized:

– Principal amount of long‐term capital related debt

28
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Illustration 8b

Long‐Term 
Approach—
Financial 
Resource 
Flows—
Current and 
Long‐Term 
Activity Format
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Long‐Term Approach: Benefits and Challenges

• Potential benefits:

– Conceptually based rather than rules based

– Provides information related to non‐capital liabilities to be 
liquidated from governmental funds

– Allows for less changing of results by actions at year end

– Few differences from govt‐wide statements

• Potential challenges:

– No longer present a shorter term perspective

– Conceptual inconsistency by treating capital assets and 
capital related debt differently

– Cash flow statement would be presented

32
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Provide Input…..Have a Say

• Invitation to Comment issued is just that…inviting 
our feedback

• Only a 64 page document with 39 pages being 
Appendices

• Which alternatives provide most valuable 
information to you and your users?

• What are the benefits and costs of the 
improvements?

• Provide feedback by answering 11 specific questions

33
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On the Horizon….

• Other financial reporting model topics for future due 
process documents:

– MDA

– Government‐wide statement of activities

– Debt service fund presentations

– Permanent funds

– Proprietary funds

– Budgetary comparisons

34
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Just Cause
Prof. Michael H. LeRoy

Just Cause Versus Employment-at-Will

 Employment at Will:
– See H. G. Wood, A Treatise on the Law of Master and Servant §134 (1877) (“With us the rule is 

inflexible, that a general or indefinite hiring is prima facie a hiring at will, and if the servant seeks to make 
it out a yearly hiring, the burden is upon him to establish it by proof.... [I]t is an indefinite hiring and is 
determinable at the will of either party, and in this respect there is no distinction between domestic and 
other servants.”).

 Just Cause:
– See E. Associated Coal Corp. v. United Mine Workers of Am., 531 U.S. 57, 61-62 (2000) (reminding 

federal judges that “both employer and union have granted to the arbitrator the authority to interpret the 
meaning of their contract's language, including such words as ‘just cause”’ and that the parties “have 
‘bargained for’ the ‘arbitrator's construction’ of their agreement” and therefore “courts will set aside the 
arbitrator's interpretation of what their agreement means only in rare instances.”  
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Seven Key Tests of Just Cause Discipline

 Arbitrator Carroll R. Daugherty explained that 
seven key tests characterize “just cause.” 
– When an employer is found to violate one or more 

key tests, arbitrators tend to conclude that just 
cause did not exist to impose discipline. 

1. Notice

 Did the employer provide forewarning or 
foreknowledge of the consequences for failing 
to adhere to a rule or policy? 
– Example: An employer has rules against guns in the workplace, 

but for many years, its supervisors allow employees to bring guns 
to work for “show and tell” and trading.
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2. Reasonablesness

 Was the employer’s rule or order reasonably 
related to the orderly, efficient, and safe 
operation of the business; and was the rule or 
order reasonable to expect of an employee?
– Example: An employer replaced a punch clock with a new employee ID card system 

that individuals swipe in and out as they enter and leave work. The employer discharged 
an employee with 37 years of good service who failed to record times properly. The 
Union argued that the rule providing for termination after eight failed swipes was 
unreasonable because there was no actual theft of time or loss of production or 
efficiency.

– Example: Many employers have zero-tolerance work violence rules that prohibit 
aggressive behaviors. This can be read to include angry shouting between coworkers.

3. Investigation

 Did the employer investigate to determine 
whether an employee violated a rule or order 
before the employer imposed discipline?

– Example: An employer in Western Kentucky suspected that an 
employee who had a rolled and suspicious-smelling cigarette in 
his pack possessed marijuana. The employee was known to have 
a prior drug conviction. However, the employer never tested the 
joint. Is the employer required to confirm its suspicions by testing 
the apparent contraband, or is no further investigation necessary 
to sustain a discharge? 
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4. Fair Investigation

 Was the employer’s investigation conducted 
objectively and fairly?

– Example: A department head in a large warehouse fired an 
employee for failing to listen to repeated orders to stay late at 
work. The termination decision was made on the spot and 
approved by more senior management before the Union 
presented evidence that the employee had 90% hearing loss in 
one ear, and 50% hearing loss in the other ear.  

5. Proof

 At the end of the investigation, did the 
employer have substantial evidence or proof 
that an employee violated an order or rule?

– Example: At a nuclear power plant, an employee who was 
randomly tested at 9 a.m. registered a Blood Alcohol Content 
(BAC) of .025 percent, which was below the .04 threshold for 
discipline. Using a formula of average human metabolic rate, the 
employer concluded that the employee had a BAC level of .06% 
when he punched in at 7 a.m. Is this proof sufficient? 
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6. Equal Treatment

 Has the employer applied its rules and 
penalties consistently across similarly situated 
cases?
– Example: An employee brought a loaded gun to work and was 

arrested on the property. At arbitration, the Union produced 
eighteen coworkers who testified under oath that they bring guns 
to work, including semiautomatic weapons that are loaded with 
ammo clips. No one was disciplined, even though shop-floor 
supervisors knew about the guns. Does the employer have the 
right to terminate the employee who was arrested at work simply 
for gun possession?   

7. Penalty
 Was the punishment proportionate to the seriousness of 

the employee’s offense? Is the employee’s record so 
exemplary or lengthy, relative to the gravity of the 
offense, that the individual should be given less 
discipline (for example, corrective discipline in the form 
of a suspension instead of discharge)?
– An employee who worked a night shift at a computer terminal 

downloaded pornography. At the hearing, he admitted 
wrongdoing and promised not to repeat this offense. He worked 
for 27 years without any discipline. Should his termination be 
reduced to reinstatement with back pay, over the Company stern 
objections?  
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Municipal Market Update
Andrew Kim – Director, Public Finance

PMA Securities, Inc.

General Municipal Market

2
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THE MMD “AAA” INDEX

3

 The Municipal Market Data (MMD) Index is a daily index of 
AAA-rated municipal bond rates

 Issuers’ bonds are priced relative to the MMD
 At a “spread” to the MMD

 The spread varies due to the following

 Credit Rating

 Bank qualification

 Length and size of maturity

 Coupon or interest rates
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Municipal Market Data as of February 2, 2017

Past performance is not an indication of future results.

HISTORICAL INTEREST RATE COMPARISON
(1990 – PRESENT) 
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Municipal Market Data as of February  2, 2017

Past performance is not an indication of future results.
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6
Past performance is not an indication of future results.

• The decreasing interest rates observed in the prior graphs are reflected in the table below with increasing monthly municipal
fund flows throughout 2016

• In May 2016, municipal bond funds had the largest monthly inflow since the beginning of 2014 and was relatively sustained
through August 2016.

• The strong municipal bond performance was soon mitigated by the Trump Effect in November and December 2016.

2014 2015 2016

MONTHLY MUNICIPAL BOND FUND FLOWS

Trump 
Effect
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 Interest rates, in general, have increased and municipal 
rates increased further for the following reasons:
 One Party Control

 Republicans now control both Congress and the White House

 Perception that this will more likely result in an agreement for a stimulus and/or 
infrastructure bill

 Some reports have been for as much as $1 trillion which could likely lead to more 
bonds being issued causing rising rates in general

 Business Friendly
 Republican government is perceived to be more friendly to business (reduced 

regulation, taxes, etc.) 

 These policy initiatives could lead to faster growth and consequently faster or more 
Fed rate increases

 The Fed confirmed this after their meeting in which they changed their outlook for 
interest rate increases in 2017 from two to three

 Marginal Tax Rates
 During and after campaign, President proposed lower marginal tax rates, which 

could diminish the value of tax-exemption for municipal bonds

 This possible change fuels the perception that tax-exemption could be less valuable 
which has contributed to rising municipal bond interest rates

TRUMP EFFECT

7

Information sourced from Bloomberg as of December 1, 2016 and is subject to change due to market conditions.

Past performance is not an indication of future results.

TRUMP EFFECT ON YIELDS AND SPREADS

8

0.000

0.500

1.000

1.500

2.000

2.500

3.000

3.500

4.000

2016 2019 2022 2025 2028 2031 2034

Y
ie
ld

Term to Maturity

A1/AA Pre‐Election
Aa1 Post‐Election

0.000

0.200

0.400

0.600

0.800

1.000

1.200

1.400

2016 2019 2022 2025 2028 2031 2034 2037

C
re
d
it
 S
p
re
ad

Term to Maturity

Aa3/AA‐ Pre‐Election Spread

Aa1 Post‐Election Spread

Yield Impact Spread Impact

 Yield Impact
 Pre-election NBQ A1/AA vs. Post-election NBQ Aa1

 Post-election yields were higher by 18-46 bps in comparable maturities

 Spread Impact
 Pre-election NBQ Aa3/AA- vs. Post-election NBQ Aa1

 Post-election issue sold at comparable credit spreads (even wider at some points) to an issue rated two 
notches lower at Aa3/AA-
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The FED

Budget and Credit of the US 
Government

Health of national, state and 
local economies

Credit ratings of state and 
local governments

Level of federal and state 
income taxes

Municipal Bond Supply 
and Demand

The
Municipal 

Bond 
Market

Inflation Expectations

Municipal Defaults (eg:  
Puerto Rico and Detroit)Chicago’s  Fiscal Challenges

State of Illinois Fiscal 
Challenges – Pension  

Situation

Europe

Bank Qualification

VARIABLES IMPACTING THE MUNICIPAL BOND MARKET

9

Illinois Municipal Market

10
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 State of Illinois has the lowest credit rating of any state in 
the country

 Some investors will no longer buy bonds from any issuer in 
Illinois

 Current credit ratings of major Illinois issuers (Moody’s / 
S&P / Fitch):
 State of Illinois: Baa2 (NEG) / BBB (NEG) / BBB (NEG)

 Negative Outlook from Moody’s, S&P and Fitch

 19-month old budget stalemate may cause another downgrade, which could lead to 
junk status for State of IL GO bonds

 City of Chicago: Ba1 (NEG) / BBB+ (STA) / BBB- (STA)

 Chicago Board of Education: B3 (NEG) / B (NEG) / B+ (NEG)

 Cook County: A2 (STA) / AA- (STA) / A+ (STA)

STATE OF ILLINOIS AND MAJOR ISSUERS

11
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ILLINOIS “PENALTY” IMPACTS ILLINOIS ISSUERS

 The Illinois penalty is currently 0.51% (51 basis points) in 2028
 Illinois transaction priced on 1/23/2017

 Non-Illinois transaction priced on 1/09/2017

 Change in AAA MMD accounted for

12
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ILLINOIS “PENALTY” IMPACTS ILLINOIS ISSUERS

 The Illinois penalty may also hurt local credit ratings, which would be an additional yield penalty 
to the issuer
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*The Municipal Market Data “MMD” is a municipal bond market index produced by TM3. Sourced as of February 6, 2017.
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Bank Qualified Benefit

14
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 Bonds are designated as bank qualified if an issuer does 
not expect to issue more than $10 million of tax-exempt 
securities in a single calendar year
 Taxable debt obligations are not included in the $10.0 million

 Current refundings of prior bonds that were designated as bank 
qualified are not included as well

 Allows a financial institution to deduct 80% of its interest 
expense allocable to the purchase of tax-exempt securities

 Allows banks to have a double tax benefit

BANK QUALIFICATION

15

 In the current market, there is no substantial benefit for selling BQ bonds
 At some points along the curve, the NBQ transaction priced at lower yields than the BQ transaction

 However, historically, the spread is more significant
 The 2015 analysis shows a spread as wide as 0.53% (53 bps) for the longer maturities 

BANK QUALIFIED BENEFIT IN CURRENT IL MARKET
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Information sourced from Bloomberg as of February 6, 2017 and is subject to change due to market conditions.
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The Federal Reserve

17

 The purpose of the Federal Reserve is to study and set 
monetary policy for the United States
 Its mandate is to promote sustainable growth through:

 High levels of employment

 Moderate levels of inflation (i.e., stable prices)
 Help preserve the purchasing power of the dollar

 Moderate long term interest rates

 The FOMC (Federal Open Market Committee) is the policy-
making arm of the FED
 They make the decisions on interest rates and other monetary 

policies

THE FEDERAL RESERVE (THE FED)

18
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 Action the FED takes to influence the amount of money and credit in the 
US economy

 Changes to the amount of money and credit impact interest rates (the 
cost of credit) and the performance of the US economy
 If the cost of credit is reduced, more people and companies will borrow 

money and the economy will heat up

 The FED has three main tools in its toolbox to impact monetary policy
 Open Market Operations – most frequently employed tool
 Setting the Discount Rate – the rate banks pay on loans from the Federal 

Reserve 
 Setting the Reserve Requirement – the amount of funds that a depository 

institution must hold in reserve against specified deposit liabilities

 The FED’s immediate objective is to influence the Federal Funds Rate 
(the rate at which banks borrow from one another)

MONETARY POLICY

19

 The Federal Reserve’s December 2016 projections called for three quarter-point 
hikes per year over the next three years

 The Federal Reserve’s balance sheet is up to $4.5 trillion, an increase of $900 
billion since 2008
 While the economy has been growing recently, it has been doing so at a pace 

slower than desired
 The Federal Reserve may be tempted to use this balance sheet to speed up its 

growth
 Doing so would limit the increase in interest rates

 Even with a Trump presidency that will prioritize easing regulation and 
cutting corporate taxes, many forecasters do not see a rapidly growing 
economy, indicating a sustained period of low interest rates
 America is getting older => labor force will decrease as a % of overall population
 Proportion of working age Americans participating in the workforce has declined 

and continues to do so
 Technological advances, which help productivity on the one hand, may also 

serve to limit participation in the workforce

LOOKING FORWARD

20

(1) Christopher Condon, “Happy Days Not Quite Here Again for Fed Still Wary of Zero Rates,” 2017, 
https://www.bloomberg.com/news/articles/2017-02-06/happy-days-not-quite-here-again-for-fed-still-wary-of-zero-rates (accessed February 6, 2017)

(1)
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This presentation has been prepared by PMA Securities, Inc. for informational and educational purposes to units of local government without 
regard to any particular entity’s investment objectives, financial situation or means. The content of this presentation is not to be construed as 
a recommendation, solicitation or offer to engage in an issuance, or to buy or sell any security, financial product or instrument, or to 
participate in any particular trading strategy in any jurisdiction in which such an offer or solicitation, or trading strategy would be illegal. Nor 
does it constitute any legal, tax, accounting or investment advice of services regarding the suitability or profitability of any security or 
investment. PMA and its employees do not offer tax or legal advice and any entity should consult with its own tax and/or legal advisors before 
making any tax or legal related investment decisions.

Although the information contained in this presentation has been obtained from third-party sources believed to be reliable, PMA cannot 
guarantee the accuracy or completeness of such information. It is understood that PMA is not responsible for any errors or omissions in the 
content in this document and the information is being provided to you on an “as is” basis without warranties or representations of any kind. 
The analysis or information presented in this presentation is based upon current market conditions which are subject to change. There is no 
guarantee that the projected yield will be realized and the actual yield will depend on the available investment product and market conditions 
at the time of investment.

This presentation is solely intended to suggest/discuss potentially applicable financing applications or investment strategies. Any terms 
discussed herein are preliminary until confirmed in a definitive written agreement. Although market value, market analytics and other 
information contained in this presentation have been obtained from third-party sources believed to be reliable, PMA cannot guarantee the 
accuracy or completeness of such information. No representation is made that any results indicated herein will be achieved. Changes to any 
prices, levels, or assumptions contained herein may have a material impact on results. Any estimates or assumptions contained herein 
represent our best judgment as of the date indicated and are subject to change without notice. Examples are merely representative and are 
not meant to be all-inclusive. All investments mentioned herein may have varying levels of risk, and may not be suitable for every investor. 
Investment in securities involves risks, including the possible loss of the amount invested. In addition, past performance is no indication of 
future results and the price or value of investments may fluctuate. Asset allocation does not assure or guarantee better performance and 
cannot eliminate the risk of investment losses.

Securities, public finance services and institutional and municipal advisory brokerage services are offered through PMA Securities, Inc. PMA 
Securities, Inc. is a broker-dealer and municipal advisor registered with the SEC and MSRB, and is a member of FINRA and SIPC. Prudent 
Man Advisors, Inc., an SEC registered investment adviser, provides investment advisory services to local government investment pools and 
separate accounts. All other products and services are provided by PMA Financial Network, Inc. PMA Financial Network, Inc., PMA 
Securities, Inc. and Prudent Man Advisors (collectively “PMA”) are under common ownership.

© 2017  PMA Securities, Inc. v2.07.17
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IGFOA 2017 Downstate Chapter Conference Speaker Information 
 
Michelle Binns joined PFM Asset Management LLC in July 2006 and is currently a Senior Managing Consultant staffed in the 
Chicago office.  In her current capacity, Ms. Binns works closely with public sector clients to develop and implement prudent 
investment strategies for short, intermediate, and long-term funds, including fixed income and multi-asset class portfolios, 
for a variety of government clients in Illinois.  Ms. Binns responsibilities include investment performance analysis, cash flow 
modeling, portfolio structuring and restructuring, providing economic summaries and research, and evaluating investment 
policies and practices for compliance with state and local investment statutes.  Prior to joining PFMAM, Ms. Binns earned a 
Bachelor of Science degree in Finance from The Pennsylvania State University.  Michelle is also a Financial Industry Regulatory 
Authority (FINRA) registered representative and holds Series 6 and 63 licenses. 
 
F. Alex Brown, Senior Manager Information Technology Consulting, Plante has over 18 years of information technology audit, 
technology regulatory control compliance, and system integration project experience. Alex has in depth experience in the 
assessment of technology risk and evaluation of IT controls associated with regulatory compliance requirements (e.g. 
HIPAA/HITECH and Sarbanes-Oxley), IT application security assessments, and security within technology driven business 
processes. In addition, Alex has extensive experience in working with various IT security control frameworks (e.g. NIST 800, 
ISO 27001/27002, COBIT, HIPAA, FERPA).  Alex’s industry experience includes: Healthcare, Government, Higher Education 
and Manufacturing.  Alex has assisted numerous clients with planning and performing engagements to evaluate and assess 
IT risk, evaluate the effectiveness of control measures implemented, identify IT control deficiencies, and develop remediation 
recommendations.  He holds a Bachelor of Science in Accounting from North Carolina A&T State University.  His professional 
training and affiliations Certified Public Accountant (CPA), Certified HIPAA Security Professional, and Certified HITRUST 
Professional.  
 
Patrick Flanigan, CEH, Senior Consultant, Information Technology Consulting for Plante Moran has more than four years of 
information security, control and IT audit experience in a number of industries, including financial institutions, healthcare and 
payment card industry.  Patrick's experience includes: IT security audits, attack & penetration assessments, vulnerability 
assessments, social engineering assessments, wireless security, cybersecurity, and mobile device security reviews.  
Additionally, Patrick has worked on evaluating and documenting internal controls which include testing and reporting on the 
IT processes and testing the design and effectiveness of IT security related controls.  Patrick holds a Certified Ethical Hacker 
(CEHv9) certification is a member of the Information Systems Security Association (ISSA). 
 
Andrew Kim has been in the Public Finance industry since 2009, having started his career at a financial advisory firm before 
spending the majority of his career at an underwriting broker-dealer.  In March 2015, he accepted a position as Director in 
the Public Finance group at PMA Securities, Inc., a leading financial advisory firm based in Naperville, IL.  Throughout his 
career, he has provided quantitative and qualitative research, financial analysis and client support for local government and 
non-profit clients.  His responsibilities at PMA now include expanding the firm’s Public Finance footprint among a variety of 
Illinois-based municipalities.  He has a bachelor of arts in economics from Northwestern University, a master of divinity from 
Trinity Evangelical Divinity School and a master of public policy from the University of Chicago.  He holds FINRA Series 7 and 
Series 63 licenses. 
 
Professor Michael H. LeRoy, University of Illinois, School of Labor and Employment Relations and College of Law.  Professor 
Michael LeRoy has published extensively on antitrust in professional sports, immigration and employment policy (in 
particular, the “gig economy”), strikes and lockouts, voluntary and mandatory arbitration, employee involvement teams, and 
labor law implications stemming from national emergencies.  Professor LeRoy has testified before the full U.S. Senate 
Committee on labor and human resources; consulted at the request of the President’s Council of Economic Advisers in 
connection with the Taft-Hartley labor dispute involving Pacific Maritime Association and International Longshore and 
Warehouse Union; and served as an advisor to the President’s Commission on the United States Postal Service.  This bi-
partisan commission adopted Professor LeRoy’s recommendations to Congress for the use of final offer interest arbitration 
in place of conventional arbitration in contract impasses with various postal worker unions.  He has been interviewed by the 
New York Times, USA Today, Forbes, NPR and other national media; and his published researched on collective bargaining 
for college football players has appeared in widely read blogs, such as Salon.  His research has been cited as authority by two 
federal appeals courts and the Minnesota Supreme Court.  Research publications appear in Northwestern University Law 
Review, UCLA Law Review, Southern California Law Review, Emory Law Journal, and Stanford Law & Policy Review.  His 
casebook, Collective Bargaining in Sports and Entertainment (Aspen, 2014) is an innovative treatment of antitrust and labor 
law in the context of major sports leagues, player’s unions, Hollywood, Broadway and the like.  He has won numerous teaching 
awards, including the Illinois Student Senate Teaching Award (2013), honoring five campus-wide faculty members who were 
selected from more than 600 nominees.  He holds a JD from University of North Carolina – Chapel Hill and BA, MA from 
University of Illinois at Urbana-Champaign. 
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William D. McCarty, City of Springfield, became Director of Budget and Management (OBM) on May 2, 2011.  As Director of 
OBM, Director McCarty is responsible for overseeing accounting, budgeting, payroll, purchasing, facilities maintenance, and 
the newly created division of fleet management.  From October 2007 through May 2011, Director McCarty was Chief Financial 
Officer, Bureau of Property Management for the State of Illinois Central Management Services.  From April 2005 through 
April 2009, Director McCarty served as Village President (Mayor) of Williamsville, Illinois.  Prior to becoming Mayor, he spent 
three years as a Village Trustee in Williamsville.  Director McCarty received an undergraduate degree in business 
administration, Finance Cum Laude from the University of Notre Dame and holds a master’s degree in public administration 
for the University of Illinois – Springfield.  
 
Richard Schnuer, Finance Director with the City of Champaign leads the Finance Department in providing the full range of 
municipal financial services including financial planning and budgeting; financial operations; investments; debt management; 
financial reporting; and records management.  The Finance Department also provides financial analysis to the City Council 
and staff on economic and community development issues.  Mr. Schnuer is the Treasurer of the Champaign Firefighters 
Pension Fund and a member of the Fund’s Board of Trustees.  He also serves as Co-chair of the City’s Capital Improvements 
Review Team, which develops the City’s Capital Improvements Plan.  Mr. Schnuer received a Masters of Business 
Administration Degree with a Concentration in Public Management from the University of Chicago Booth School of Business, 
1979 and a Bachelor of Arts Degree, Tufts University, 1975.  Mr. Schnuer has been the Finance Director for the City of 
Champaign from 1985 to present.  Prior to that he was the City Administrator, City of Geneseo, Geneseo, Illinois, 1983 to 
1985, Assistant City Administrator and Director of Community Development, Takoma Park, Maryland, 1982 to 1983, 
Presidential Management Intern and Budget Analyst, U.S. Department of Labor, Washington, D.C. 1979 to 1982, Governor’s 
Fellow, Illinois Bureau of the Budget, Summer 1978, and Program Director, Medford Community Center, Medford, 
Massachusetts, 1976-1977.  Mr. Schnuer is a past President of the Illinois Government Finance Officers Association and is 
currently a member of the Committee on Retirement and Benefits Administration of the Governmental Finance Officers 
Association of the U.S. and Canada.  He makes frequent presentations to state, national, and international audiences, and 
has authored several articles for professional publications.  
 
Jeffrey K. Schroeder is a Managing Director and Partner of The PFM Group with over 20 years of experience working with 
governmental sector clients.  Jeffrey assists governmental and not-for-profit entities in the Midwest with the investment of 
all types of monies including operating funds, bond proceeds, reserve funds, foundations/endowments, pensions, and OPEB 
accounts.  Mr. Schroeder works with many government entities, including counties, cities, villages, school districts, park 
districts, forest preserve districts, water districts, library districts, colleges/universities and other public authorities.  To best 
serve his governmental clients, Jeff utilizes various products and services, including separately managed accounts, fixed 
rate/term investments, money market funds, and multi-asset class investments that include stock funds and bond funds.  He 
specializes in developing investment strategies and solutions for governmental investors.  Mr. Schroeder’s first steps with a 
client include reviewing and revising investment policies and also developing a deep understanding of the client’s 
liability/cash flow needs.  Jeff then engages PFM’s deep resources such as the Portfolio Strategy Group, Trading Room, PFM 
Advisors, Fixed Rate Investment Desk, Quantitative Strategies Group, Arbitrage Rebate Department and the client’s specific 
Portfolio Manager to provide the best solution for each client.  He holds a Masters in Business Administration from Northern 
Illinois University and a Bachelor of Science in Business Administration with a Finance Concentration from Valparaiso 
University.  Mr. Schroeder is a Financial Industry Regulatory Authority (“FINRA”) registered representative and holds Series 7 
and 63 licenses. 
  
Hope E. Wheeler, CPA is a principal with CliftonLarsonAllen LLP, located in the Champaign, Illinois office, and has more than 
25 years experience providing assurance and consulting services to governmental entities.  In addition, Hope has served as a 
reviewer on external peer review and internal inspection teams.  Hope is a graduate of the University of Illinois with a bachelor 
of science in accounting and graduated with high honors.  She is a member of the American Institute of Certified Public 
Accountants, the Illinois CPA Society, Government Finance Officers’ Association, and the Illinois Government Finance Officers’ 
Association.  Along with her professional affiliations, Hope has served on the Board of Directors for Champaign West Rotary 
and the Executive Club of Champaign County, and is currently Vice President of the Board for Don Moyer Boys and Girls Club. 
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How to View/Download CPE Certificates 
 

CPE Certificates for IGFOA training events are available in your on-line profile.  This profile was  

created either when you became a member of the IGFOA or if you are a non-member when 

registering for an event.  To access, log-in with your username and password at 

https://www.igfoa.org/login.  This will take you to the IGFOA home page.  At the top right of 

the page, click on "Your profile".  On your profile page click on "Track your CPE".   

 

Your username is your email address.  To retrieve your password, use the “Forgot your 

password” option at https://www.igfoa.org/members/forgot-my-password 
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Illinois Government Finance Officers Association 
 
 
800 Roosevelt Road 
Building C, Suite 312 
Glen Ellyn, IL 60137 
 
Phone: 630-942-6587 

General information:  info@igfoa.org 
Executive Director:  execdir@igfoa.org  
 
 
visit http://www.igfoa.org for more information about IGFOA 
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