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From the Corner Office…

Your Association has an incredibly energetic Board of Directors and they are making some big waves indeed: 

· Jessica Fox (Union Bank of California) has assumed the chair’s responsibility for Symposium 2002 and is working with her committee to produce an exciting, high quality two-day event for us. Mark the date now: Wednesday & Thursday, April 24 – 25, 2002, in downtown Los Angeles. 

· Tiffany Cook (Fidelity Investments) has her Membership Committee developing new materials to retain members and encourage new members. 

· Celeste Caulfield (USA Petroleum), Chair of the Communications Committee, has completely revamped the Association’s Web site (note the new URL: www.scafp.net), where meeting notices and this newsletter are posted. 

· Incidentally, thanks to Beth Hosen (JP Morgan Chase) for putting the newsletter together.

· Teri Ozurovich-Kane, Treasurer, has completed the budget process and the Board has approved that budget to guide our activities during the coming year. 

· Jim Garbat (Whittier College), chair of the Education Committee, is developing plans for several one-day seminars as well as a CCM Review Workshop next spring. 

· Jackie Benderski (Morgan Stanley) and Janet Vogel (Pepperdine), co-chairs of the Meeting Programs Committee, have developed programs for our monthly meetings out to March, 2002 and they are continuing to search out exciting speakers on interesting topics.

· John Mattly (Kern County Treasurer’s Office), Chair of External Organization Relations Committee, has advised us that The Patriot’s Act (H.R. 3162), which President Bush signed on October 26, potentially affects corporate treasury operations, and he is taking steps to post the relevant portions of the Act on our Web site. Check it out.

Meanwhile, your Association’s by-laws were revised and approved by the Board, reflecting the changes recommended by the Strategic Planning Committee last year. This includes the obvious change in our name from the Treasury Association of Southern California to the Southern California Association for Financial Professionals. Spearheading the by-laws revisions were Paz Hernandez (Foothill Capital), who chaired the ad hoc committee, together with Michael Hards (JP Morgan Chase) and Morgyn Taylor (Fremont General), all of whom participated on the Strategic planning Committee. Any member may request a copy of the revised by-laws from our Association office by calling (818) 843-5660.

Incidentally, our meeting programs aren’t always as timely as the “Disaster Planning” program in August, but many of them are extremely valuable to members. So try to attend every one of the nine meetings that we hold each year. By the way, the “Disaster Planning” meeting was produced by Jessica Fox, who headed Meeting Programs last year.

I’m excited about how everything is coming together this year. We can always use additional help from members who want to become involved, so please call me at (818) 892-2093 and tell me, “Dick, you can count on me.” Do something for your Association and win the Association’s highest honor, the coveted “You Can Count On Me!” button.

Dick Bort, CCM

President 
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December 14, 2001 Meeting 

"You Bet Your Cash" Trivia Game

SCAFP is again hosting it's Annual "You Bet Your Cash" Trivia Game. All attendees will participate for fun and prizes. Our game host, Bill Luehrman, asks the questions and he hopes you have the answers. The questions range from the really trivial to important current events. The winning table receives a special prize.

It is not too late to contribute door prizes. Call Cathey Newell at the SCAFP Office at (818) 843-5660 and let her know that you can bring some of your company's logo giveaways or even samples of your company's consumer products.

You will be a hero at your table if you submit questions that Bill uses in the game. (Don't forget the answer.) Submit your questions and answers plus a publication or reference where our judges can verify the answer if necessary.

E-mail your questions to Bill Luehrmann at bill_luehrmann@oxy.com or fax them to (310) 443-6039.
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January 11, 2002 Luncheon Meeting

Sandra Obelsky - Treasury and Cash Management Consultant with Treasury Assist will present:  “Cash Flow Forecasting: Just do it!”

"Cash flow forecasting: It can't be done."  "It is never right."  "I am too busy to do it."

These are just a few of the reasons why Cash Managers don't forecast cash. The best reason to forecast: "Cash is King."  

Knowing how cash moves helps you do your job better and makes you more valuable to your organization. But, how do you start?  This session will provide you with a step-by-step, practical approach to forecasting that you can implement immediately for any organization.
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Symposium 2002 coming April 24-25, 2002

Mark the date on your 2002 calendar now: Wednesday and Thursday, April 24 and 25, 2002. That’s when your Association’s annual conference will be held at the Omni Los Angeles Hotel, in downtown Los Angeles. That’s the same hotel where we hold our monthly meetings. After 20 years as an EXPO, and after successfully using the symposium format two years ago, Symposium 2002 will have all of the educational and networking opportunities as before, which everyone has always valued so highly, and more.

Jessica Fox (Union Bank of California) and her Symposium 2002 Committee have been hard at work, and they are now finalizing the programming into multiple tracks, including: 

· Technology

· Electronic Banking and Commerce

· Contingency Planning and Disaster Recovery

· Accounting, Finance, and Capital Management

· Investments

There will also be an á la carte track with exciting presentations on: 

· International Cash Management

· Risk Management

· Fraud, and 

· Hot Topics, an open discussion 

The new-look symposium format and the creativity-laden program promise to make Symposium 2002 an event you won’t want to miss. Plan to bring a team!
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Patriots Act: New Cash Reporting Requirements

On October 26, 2001, President George W. Bush signed the Patriots Act (H.R. 3162). This Act was designed to expand the reach of law enforcement in their efforts to identify, pursue and capture known terrorists. In an attempt to block the flow of terrorists, the legislature included a number of provisions designed to detect and interdict large currency transactions.

Sec. 365 of the Act amends the Bank Secrecy Act regarding reporting of large currency transactions. Under the Secrecy Act, BANKS are required to report currency and coin transactions exceeding $10,000 to the Financial Crimes Enforcement Network (FinCEN). Banks also had an option to exclude certain accounts from reporting once they had a history of account activity. Accounts having mostly cash deposits as a matter of course could be omitted. Government agency accounts were specifically excluded from reporting requirements by the Secrecy Act.

Sec. 365 adds Section 5331 to the Secrecy Act which requires that "Any PERSON--(1) who is engaged in a TRADE or BUSINESS; and (2) who, in the course of such trade or business, receives more than $10,000 in coins or currency in 1 transaction (or 2 or more related transactions), shall file a report...with respect to such transaction...." (emphasis added)

This amendment MAY affect your company by imposing a new reporting requirement. All members are encouraged to consult with the appropriate counsel to determine how you may be affected.
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A Spirit Of Cooperation

The events of September 11 exposed the vulnerability of one of the world's greatest: powers, presenting the United States with the challenges of recovering emotionally and physically. America suffered cataclysmic human loss while the bedrock of the U.S. financial system was shaken. The bravery, courage, quick thinking, and genuine concern for others exhibited by each by each person whose life this disaster touched helped prevent even greater tragedy.

It was incredible how the financial community showed extraordinary teamwork. The cutthroat competitive nature of Wall Street was nowhere to be seen. This tight-knit community consisting of banks, brokerage firms, money managers and clients stood united in the spirit of cooperation by not taking advantage of the markets during these dire times. The world has seen unprecedented patriotism and a family-like atmosphere in the global financial markets.

Behind the scenes, the Federal Reserve worked to keep the U.S. system of payment transfers functioning. On average, the Fed was adding approximately $6 billion in reserves daily prior to the terrorist, attacks to ensure smooth functioning of money markets; however, after September 11 the Fed loaned up to 14 times that amount in an effort to provide substantial liquidity for the markets. As, much: as $80 billion was pumped into the banking system, a record amount of money at the discount window – where banks borrow money from the central bank. As a result, banks loaned money to one another at interest rates well below the targeted fed funds rate. Even more: amazing, depression-era laws restricting banks from lending money to securities dealers were waived. 

Remember that many Americans needed to be paid during the week of the terrorist attack, and companies had to meet substantial payrolls. Banks allowed overdrafts and worked in a timely manner to ensure everyone received their paycheck.

Just two days after the attack, on Thursday, September 13, the bond market resumed trading, while stock trading was unable to function until the following Monday, September 17. Bonds do not trade on a centralized exchange, whereas the New York Stock Exchange, located near "ground-zero", did not have electricity, water, and other essential necessities for business during the week.

A lot of people have heard of Cantor Fitzgerald, the firm located in the top floors of the World Trade Center, which tragically lost 700 of its 1,000 employees. The impact of losing that firm's operations was tremendous for the bond market. The firm trades more than 30 percent of all government bonds between securities dealers – they are the broker's broker. More heartbreaking, though, many traders and executives at broker/dealer firms had close professional relationships with the many individuals still missing – not to mention friendships as well. The magnitude of knowledge lost is immeasurable. And several other key firms that were "brokers' brokers" were displaced, leaving government-bond prices difficult to ascertain.

People worked together to get the markets functioning. Hedge funds, which are perceived to take more aggressive, opportunistic bets on the market were asked by regulators to constrain their activities that might jeopardize the markets. By all accounts they did not take advantage of the situation but did what was necessary to bring confidence to the markets. When bond-price screens were down, securities-firm traders passed on better prices to money-management traders if it was possible. And in the difficult trading environment, firms worked with one another in novel ways to solve problems: we know of one money-management firm that sold bonds to a custody bank to help correct an error affecting one of the bank's clients.

The disruptions to the securities dealers and custodian banks – Bank of New York is a main depository for securities firms' collateral – made it difficult to settle trades the same day they were transacted. In response, the Bond Market Association, a self-regulatory organization, encouraged trades to settle five days out in order to give settlement banks time to process trades. Often transparent to investors, back office operations are very automated but rely on power, computers, and people to oversee the process.

While five-day settlement creates hardships for clients who need to access cash, cooperation reduced the strain on clearing systems and expedited the return toward normal market conditions. Clients were very understanding and flexible regarding their cash management needs during this time. Moreover, the swift opening of the fixed-income markets helped build liquidity and restore confidence in the infrastructure of the global financial system.

The wreckage of the attack caused the longest stock-market hiatus in 70 years, but the financial capital of the world was, in most part, back in business the following Monday after individuals and companies joined together as a united force. People had worked around the clock against a backdrop of anxiety, grief, anger, mourning of loss, and pride to repair the community.

This attack on U.S. soil stunned the intricacies of the financial markets but could not break them. The way the system and the people came together was remarkable. In order to buy, sell and process the billions of shares traded daily, thousands of people had to get to their jobs. And typically more than 300 brokerage firms communicate trades to their posts at the New York Stock Exchange (NYSE). On the first day of trading at the NYSE, extra technicians were available to fix potential glitches. Professional counselors were nearby to help people talk and discuss their emotions. More than 5,000 masks were secured to shield traders and staff from smoke and asbestos. Most proudly, though, American flags were held high as rescue workers rang the NYSE's opening bell.

It was the intent of those who initiated this terrible tragedy to paralyze the U.S. The strong determination of the entire securities industry to show solidarity sent the clearest message that terrorism will not close free markets. We have proven the ability of our financial system to survive the darkest, most challenging times in history. 

“A Spirit of Cooperation” was written and distributed by Payden & Rygel and contributed to the SCAFP Newsletter by Joyce Horn, SCAFP director, who is vice president and senior portfolio manager of the firm.
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AFP Seeks Members for Government Relations Committee

The AFP’s Government Relations Committee is currently seeking candidates for openings on the Committee for 2002 and beyond. The GRC seeks senior AFP practitioner members who are interested in influencing legislative and regulatory actions that impact the treasury and finance functions of our profession.

If you might be interested in becoming a candidate for membership in the AFP’s Government Relations Committee, please contact Dick Bort at rbort@earthlink.net or (818) 892-2093..
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Legislative Update (Reprinted from www.afponline.org)

107th Congress  - On October 26, President Bush signed into law the "Uniting and Strengthening America Act by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism (USA Patriot) Act of 2001"(H.R. 3162).  Title III of this bill adds enhanced money laundering provisions that primarily impact financial institutions, but also requires non-banks to report certain transactions.  The Congress is working aggressively on other legislation stemming from the September 11 attacks.  This legislation includes an economic stimulus package, federal coverage for insurance losses due to terrorist acts, and aviation security.

Money Laundering - The President signed the International Money Laundering Abatement and Anti-Terrorism Financing Act of 2001 into law on October 26, 2001.  The Act is included as Title III in the broader anti-terrorism legislation enacted by Congress.  The legislation has a complex array of effective dates and mandates for new rules that largely represent a significant increase in requirements associated with international finance.  Important for AFP members is a new requirement (Section 365) for any business, whether it is a financial institution or not, to file a Currency Transaction Report (CTR) if it receives cash of $10,000 or more in one transaction or in structured transactions.

Mail Disruptions — Late Fees - On October 29, Rep. Chris Smith (R-NJ) introduced the "Late Fee Emergency Relief Act of 2001" (H.R. 3175).  The bill prohibits creditors from imposing late fees, increasing interest rates, or submitting adverse credit information on a consumer whose mail service has been disrupted by bio-chemical attacks.

Deposit Insurance Reform - Nolan North of T. Rowe Price Associates and AFP's chairman of the Financial Markets Task Force testified for the Association at the October 17 deposit insurance reform hearings of the House Financial Services Committee.  Donald E. Powell, chairman of the Federal Deposit Insurance Corporation, also testified.

Internet Tax Ban - A two-year extension of a moratorium on new and discriminatory taxes on Internet commerce was passed by the Senate November 15.  The House-passed bill (H.R. 1552) extends the recently expired moratorium on the taxation of Internet sales.

Payments System Risk Policy - AFP has advised the Federal Reserve against a policy that would require all financial institutions to prefund ACH credits at the time the ACH files are processed by the Federal Reserve.  In a November 16 comment letter, AFP pointed out that the requirement to prefund ACH credits would 1) increase costs to financial institutions and corporate originators; and 2) reduce payment system accuracy and reliability, especially for direct deposit of payroll.  As a result, businesses might convert many electronic payments back to checks, counter to the Fed's long-term policy.

AICPA Property, Plant, and Equipment - AFP has recommended that the American Institute of CPAs (AICPA) withdraw its proposed Statement of Position (SOP) on new accounting requirements for property, plant and equipment (PP&E).  AFP strongly believes that the proposed SOP runs counter to Congressional stimulus initiatives and will hurt industries that are most in need of support; i.e., manufacturing, hospitality, airlines, and retailing.

SEC Under Harvey Pitt - In his first policy address as U.S. Securities and Exchange Commission (SEC) chairman, Harvey Pitt indicated that pro forma reporting needed reform because it was not within generally accepted accounting principles.  He also explored a new concept, "current disclosure," whereby companies would be required to disclose "unquestionably material" information when it arises.  He also mentioned that new initiatives would encourage companies to report trend information and replace jargon in reports.

T+1 Settlement - The Securities Industry Association (SIA) announced on October 12 that it has delayed until June 2005 the implementation date for next-day (T+1) settlement processing.  SIA cited "member-firms' needs to develop plans for 2002 that better address their individual priorities, including business continuity" as the reason for the one-year delay.

Federal Reserve Payment Pricing  - The Federal Reserve Board announced October 31 that its fees for electronic services will decline 5 percent in 2002, reflecting lower prices for Fedwire funds and book-entry securities transactions.  Automated clearing house (ACH) prices, which were lowered in October 2001, will remain unchanged.  Check service fees will increase, on average, approximately 4 percent, in part because of investments in check automation and electronic check technologies.

Corporate check conversion to ACH debits - NACHA decided in November to delay action on changes to the NACHA rules that would force the conversion of corporate checks to ACH debits at point-of-purchase and lockbox locations.

Consumer check conversion at lockbox locations - NACHA has approved rules that will permit the conversion of consumer checks to ACH debits at remittance and lockbox locations.  The rules, which establish a new Standard Entry Class Code, ARC, become effective March 15, 2002.
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P.O. Box 10065, Burbank, CA 91510


Beth Hosen, JP Morgan
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