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Moved Commiseioner Boatright

Seconded: Judge Doerfler

Motion+ To approve $230 00 per month/per employee to be allocated for Health
Benefits

Vote Motion carried 4 - 0

TEM # 1 Qotober 14, 1997 *

1 action rage ryebate program

Moved+ Judge Doerfler

Seconded Commissioner Boatright

Motion. To retain First Southwest Asset Management Company for services on
the arbitrage rebate program

Vote. Motion carried 4 - ©

< Clerk copy here >
e . —_ —
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AGREEMENT FOR
ARBITRAGE REBATE COMPLIANCE SERVICES
BY AND BETWEEN

WILLIAMSON COUNTY, TEXAS
(Hereanafter Referred to as the “Issner”)

AND
FIRST SOUTHWEST ASSET MANAGEMENT, INC.
an affittate of First Southwest Company
(Hereinafter Referred to as “First Southwest™)

It ts understood and agreed that the Issuer, in connection with the sale and delivery of certamn bonds, notes, ceruficates, or
other tax-exempt obligatwns (the “Bonds”), mil have the need o determine to what extent, of any, it wall be requred fo
rebate tovestment earmings of the proceeds of the Bonds to the Umted States of Amenca (bercinafter referred to as
“Arbrtrage Amount™) pursusnt to the provisions of Section 148(f)(2) of the Internal Revenue Code of 1986 (the “Code™)
For purposes of thus Agreement, the term “Arbitrage Amount” meludes payments made under the election to pay penalty 1n
licu of rebate for a qualified construction 1ssue under Section 148(f)(4) of the Code

We have been requested to provide profesmonal services to the Isguer as such services may be necessary to effect ths
determination and we are pleased to submit the following proposal for consideration  Thas proposal, of accepted by the
Issuer, shall become the agreement (the “Agresment™) between the Issuer and First Southwest effective at the date of 1s
acceptance as provided for herein below

1 This Agreement shall apply to all 1ssues of tax-exempt bonds deliversd subsequent to the effecuve date of the
rebale requirements, to the extent that any paruicular issue does not qualify for exceptions to the rebate
requirements 1n accordance with Section 148 of the Internal Revenue Code and related Treasury regulations

Provisions of First Southwest

p We agree to provide our professional services necessary n the deterrunation of the Arbitrage Amount with regard
to the Bonds The Issuer will assume and pay the fee of First Southwest as such fee 15 set out 11 Appendix A
attached hereto  Furst Southwest shall not be responsibie for any extraordinary expenses wcurred 1n connection
with providing such professional services, wncluding any costs mcident to hihgation, mandarnus action, test case or
other sumilar legal actions, unless First Southwest 18 8 party tg such Ltigation and a claim 15 asserted against First
Southwest for work performed under this Agreement.

3 We agree to perform the following duties in connection with providing arbitrage rebate compliance services

a To cooperate fislly with the Issuer in reviewing the schedule of investments made by the Issuer wath (1)
proceeds from the Bonds, and (1)} procoeds of other funds of the Issuer which, under Treasury Regulatons
Section 1 148 or any successor reguiations thereto, are subject to the rebate requirements of the Code,

b To perform, or cause to be poformed, comsstent with the Code and the regulations promulgated
thercunder, to determne the Arbitrage Amount under Section 143(0)(2) of the Code,

[~ To provide a report to the Issuer specifing the Arbatrage Amount based upon the investment schedule,
the calculanions of bond yicld and investment yield, and other information deemed relevamt by First
Southwest.
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Provisions of the Tasuer
4 In connection wath the performance of the aforesaid dutics, the Issuer agrees to the followmg

a The fec and expenses due to First Southwest n providing srintrage rebate compliance services shall be
calculated in accordance with Appendix A attached hereto  The fees will be payable upon delivery of the
report prepared by First Southwest for each issue of boads during the term of the Agrecment unless
termnated earher

b That the Issuer will provide First Southwest, and First Southwest shall be enntled to rely upon, all
mformation regarding the 1ssuance of the Bonds and the tnvestment of the proceeds therefrom, and any
cther mformation pscessary in connection with calculating the Arbitrage Amount.

c That the Issuer will mform First Southwest of the retirement, prior to the scheduled matunty, of any
Bonds wncluded under the scope of this Agreement wathuin 30 days of such reurement  This notification 15
required to provide sufficaent tame to comply with Treasury Regulations Section 1 143-3(g) whuch requires
final payment of any Arbitrage Amount within 60 days of the final reurement of the Bonds

5 In providing the services sct forth n this Agreement, 1t 1s agreed that First Southwest shall not weur any hability
for any ervor of judgment made 1n good faith by a responsible officer or officers thereaf, unless 1t shall be proved
that such error of judgment was a result of the gross neghigence or waliful misconduct of sard officer or officers In
the event a payment is assessed by the Internal Revenue Service due 1o an error by First Southwest, the Issuer will
be responsible for paying the correct Artitrage Amount and Furst Southwest wili be Liable for any penaity or
interest imposed on the Atbitrage Amount as a result of such error of judgment

Bonds EFssued Subsequent to Initial Contract

6 The services contracted for under this Agreement will automatically extend to any additonal financing bonds
(including financing'lease obligations) wsued dunng the stated term of this Agreement, f such bonds are subject to
the rebate requirements under Section [48(f(2) of the Code In connection with extending the scope of this
Agreement to additional financing bonds, the Istuer agrees 1o the following

a The Issuer will notify First Southwest of any tax-exempt financing (ncluding financing lease obligations)
1ssued by the Issuer duning any calendar year of thus Agreement, and will provide First Southwest with
such information regarding such other bonds as First Southwest deems necessary in connection with 1ts
performance of the arbitrage rebate services contracted for hereunder

b At the option of the Issuer, any addiional financmg bonds 1ssued subsequent to the execution of thus
Agresment may be exchuded from the services provided for herem. The Issuer must noufy Fust Southwest
of thewr mteat to exclude any specific financing bonds fram the scope of this Agreement.

Effective Dates of Agreement

7 This Agreement shall become effective at the date of acceptance by the Issuer as set out heremn below and remain 1n
effect thereafter for a penod of five (5) years from the date of accepance, provided, however, that this Agreement
may be terminated with or wathout cause by the Issuer or First Southwest upon thirty (30) days’ wnitten notice In
the event of such terminatson, 1t is understood and agreed that only the amounts dus to First Scuthwest for services
provided and expenses mcurred to and ncluding the date of termmanon will be due and payable. No penalty will
be assessed for terrmnation of thns Agreement. In the event this Agreement 13 ternunated prior to 1ts stated tarm,
all records provided to First Southwest with respect to the invesiment of momes by the Issuer shall be retarned to
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the Issuer as so0n as practicable 1f 5o requested. In addioon, the parties hereto agree that upon termunation of this
Agreement First Southwest shall have no conmung obligaton to the Issuer regarding any service contemplated
herein

Acceptance of Agreement
3 This Agresment 18 submutted 1 duphcate onginsls  Whena accepted by the Issuer, it, together with Appendix A

attached hereto, will constitute the entire Agreement between the Issuer and Furst Southwest for the purposes and
the consideration herein specified

Respectfully submitted,
FIRST SOUTHWEST ASSET MANAGEMENT, INC

Al Representanive

one__ (247

FIRST SOUTHWEST COMPANY

Authorized Represantative

Date

'S ANC

The above and faregomg 15 bereby in alt things accepted and approved by _WW [{1ams g # on
this the 4 dayof _Ocpber ,1997

By
Authorized

Un J

Title
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APPENDIX A - FEES

The Bonds to be imtatly covered under this contract inchade afl 1ssues of ta-exempt bonds dedivered subsequent to the effective
dates of the rebate requirements, to the exgent that any partcular ssue does not qualify for exceptions to the rebate requurements 10
accordance with Section 148 of the Internal Revenue Code and related Treasury regulabons  The fee for all bands meluded 1o this

contract shall be
Annual Fees
Descriphion Per Computstion
Year (1)
Pase Fee Per Computation Year: $1,800
Additional Charges for
Debt Service Reserve Funds $500
Commungfed Funds 560
Trangferred Proceeds 500
Debt Service Fund Resdual Calculations (Excess Tax Collections) 500
Variable/Flsating Rate Bond Issue 1,000
Yieid Restnction Anatysis/Yield Reduction Computation 500
Commercial Paper:
, Per allocated issus to perform artitrage rebats copputation 4,000
Penalty Calculations:
Senuannual fee for cach 1ssus of Bonds, regardless of rssue suze 1,000

(1) A*“Computation Year” represents a onc year period from the delivery date of the 1ssue to the date that s one year after

the delivery date, and each subssquent one-year parwod thereafter Therefore, if a calculation 15 required that covers
more than one “computation year,” the annual fee 13 multiplied by the number of computation years contaned in the
calculation being performed. For example, if the firt calculation performed for an assue covers three computation
years, the fee for that caiculation would be three tunes the antual fees stated above

EXPLANATION OF ADJUSTMENTS TO BASE FEE

1

Debt Service Reserve Funds. The authonzing documents for many revenue bond issucs require that a separate fund
be established (the “Reserve Fund™) into which esther bond proceeds or revenues are deposated 1n an amonnt aqual to
some designated level, such as average annual debt service on all panty bonds. This Reserve Fund 1s estabhished for the
benefit of the bondholders as additiongl secunty for payment on the debt. In maost instances, the balance m the Reserve
Fund remains stable throughout the hife of the bond issue. Reserve Funds, whether fugded with bond procesds or
revenues, are subject to the rebate requirement and must be included 1n any calculations of rebate.

Commiingled Fund Allocations. By defimtion, 4 comnungied fund means that the proceeds of any parucular bond
1ssus have been deposited m 2 fund that contams amounts that are not part of that bond 15sue It 15 common for 18sucrs
to commungle bond proceeds with either operating revennes or other bond proceeds. The arbitrage regulations, while

a4




vor 0092+ 710

permitung the commangling of funds, requre that bond proceeds be “carved-oul” far purpases of calculaung rebate
Interest must be aliocated to the portion of the commngled fund that represants bond proceeds of the issue 1n question

3 Transferred Proceed Calculations, When a bond issue 15 refinanced (refunded) by another 1ssue, special calculagons
referred to as transferred proceeds calculahons may have to be performed.  Under the regulations, when proceeds of a
refunding 155ue are used to pay pancipal on a pricr 1gsue, & prorata portion of the refunded bond proceeds are treated as
“transferted” to the refunding issue. Although no fands are physically transferred from one ssue to another, it 15 often
necessary to perform these paper calculations for rebate: purposes

4 Debt Service Fund Residual Caleulations, Becauss tax rates are established usmg an estumated collection percentage,
1t 18 not uncommon for the balance in the debt service fund (often referred to as the Interest & Sinlang Fund) to excead
the amount nscessary o pay the current year's debt scrvice requiremicnts.  'When the Tax Reform Act of 1936 was
passed, Congress mstructed that excess amounts in a debt service fund be treated as a “reserve fund,” thereby subjecung
the excess balancs to the rebate requinements T the extent that any amounts deposited in the debt service fund remarn
for more than thurteen months on a first-in, first-out basix, that excess 15 classified as a “reserve fand portion™ until used
for payment of debt service  [n mast istances, the “No-Arbitrage Certificate” related ta the msue will descnbe the
rebate requurements associated with the debt service fund.

$ Vanable/Floating Rate Bond Imsues. Additional tme 1s required to perform the arpitrage rebate calculahons for
vanable rate bonds A bond 15 a vanable rate bond if the interest rate paid on the bond 15 dependent upon an mdex
whuch changes subscquent to the 1ssuance of the bonds The computational requirements of a vanable rate 1ssue are
more complex than those of a fixed rats 1ssu¢ and, accordingly, requure sigmificantly more hme to calculate For
example, 1t 15 necessary to evaluate both a five-year yield as well as one-year yield increments to determune which yield
15 most beneficial to the issuer

6  Yield Restrichon Analysin'Yield Reduction Computations, The Internal Revenue Code provides that proceeds of a
bond 15502 may 0ot be nvested above the yeld on the boud unless an apphcable exception apphies which provides a
temporary peniod dunng which proceeds are not yield restncted.  First Southwest provides analysis to determune the
amount of proceeds which must be vield restncted and provides computations to venfy that the proceeds have been
properly restnicted.  Faulure 1o properly resirict proceeds may result 1n the bonds being declared taxable In addition,
the 1993 Treasury Regulations provide that a yisld reduction payment may be made 1n heu of yicld restncting proceeds
First Southwest will provide the necessary computations to determune the amount of yeld reduction payment which
must be mads

The fee for any Bonds under this contract shaill only be payable if a computatton 1s required under Section 148(£)(2) of the
internal Revenue Code of 1986, as amended. In the event that any of the Bonds, comply with an exclusion to the
computation requirement as defined by Section 148 of the Internal Revenue Code or related regulations and no caloulations
were required by Furst Southwest to make that determunstion, the specified fee will be warved by Fust Southwest. For
example, certain bonds are excluded from the rebate computation requirement if the proceeds are spent within specific time
periods  In the event one of the above-captaned Bonds fulfill the exclusion requirements of the Internal Revenue Code or
related regulations, the specified fee will be warved by Fust Southwest if no calculations were required to make the
determination.
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Recogmzing that computanonal complexatics are reduced when all or the majonty of the gross proceeds of an 1ssue are
expended, 1t 15 First Southwest's policy to reduce fees to the following levels, as appropnate

Per issue fees wall be reduced to the following

O Proceeds expended Liability updated but no report tssued $200
2 Proceeds expended  Liability updated and report 1ssued 500
Q Reserve Fund only 1,000
Q Escrow Fund only 1,000
O Rebate Fund only 500
O Preparation of IRS reporting package 500
O Yield Restriction/Yield Roductron Computation only 1,300

First Southwest’s fees are payable upon delivery of the report prepared by First Southwest, commencing onc year after the
date of delivery of the Bonds and on cach computatzon date thereafter durmg the term of the Agreement, unless termunated
earher

The fees for computations of Arbitrage Amount wiuch encompass more, or less, than one full year of investment daia
performed during the same computation pertod shail be prorated o reflect the langer, or shorter, pentod of work performed
dunng that penied.

7O
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FIRST ADDENDUM TO

AGREEMENT FOR
ARBITRAGE REBATE COMPLIANCE SERVICES
BY AND BETWEEN

WILLIAMSON COUNTY, TEXAS
(Heremafter Referred to as the Issuer)

AND
FIRST SOUTHWEST ASSET MANAGEMENT, INC.
an affiliate of First Southwest
(Hereinafter Referred to as “First Southwest”)

Whereas, the above-referenced agreement (the “Agreement”) mcluded an Appendix A
which states the fees to be charged by First Southwest for worked performed
under the Agreement, and

Whereas, Appendix A did not include a special fee structure for computation services for
TexPool participants meeting specific provisions,

Therefore, Appendix A to the Agreement 1s amended to add the following fee structure

$750 annual per issue calculation fee when 100% of the proceeds are invested in a
separate TexPool account for that 1ssue, or a

$250 annual per 1ssue discount from Fuest Southwest’s standard fee structure when at
least 25% of the average annual balance of the issue 15 mvested i a separate
TexPool account

To be ehigible for this spetial fee structure, a parhicipant must adhere with the following
provisions

The proceeds must be mvested m a separate TexPool account, or accounts, and not
commungled with any other funds or bond ssues,

Participant must comtract separately with Fust Southwest to perform the arbitrage
rebate calculations for desired bond 1ssues, and

Special fees apply only to compitational penods beginung after May 12, 1997
This Amendment 15 submutted m duplicate onginals When accepted by the Issuer, 1it,

together with the Agreement and Appendix A, will constitute the entire Agreement
between the County and Frst Southwest for the purposes and the consideration heremn
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speafied Acceptance will be indicated on both copies and the return of one executed
£0pv to First Southwest

Respectfully submutted,

FIRST SOUTHWEST

Auéénzcd Representative

Date q{&( UB 1

Al C E

The above and foregomg 19 hereby m all things accepted and approved by

wlilliagm son C:mm*}a _, on ths the (j’;m day of
Ochober 1997
By .
thorized Rep: &
vda e
T

HAREBATESHARENVCONTRACTWBLENDUM DOC
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Moved Commissioner Boatright
Seconded Commiesioner Hays

Motion

To approve

inter-local agreement between Springwoods

Williamason County Sheriff‘s Department.
Motioh carried 4 - 0

Vote

< Clerk copy here »
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