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AGENDA ITEM 44

Consider approving Investment Advisory Services between Williamson County and First Southwest Asset
Management, Inc.

Moved: Judge Doerfler
Seconded: Commissioner Hays
Motion: To approve Investment Advisory Services between Williamson County and First Southwest Asset
Management, Inc.
Vote: 4 - O. Commissioner Limmer was absent from the dais.

< Attachment>
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AGREEMENT
FOR

INVESTMENT ADVISORY SERVICES
BY AND BETWEEN

WILLIAMSON COUNTY. TEXAS
AND

FIRST SOUTHWEST ASSET MANAGEMENT, INC.

This Investment Advisory Agreement (the "Agreement") is made by and between Williamson County Texas (the
"Investor") and First Southwest Asset Management, Inc. ("FSAM''). This agreement shall be effective as of the date
of its acceptance by the Investor as indicated on the signature page hereof.

I. Terms and Conditions

This Agreement sets forth the terms and conditions governing the relationship of the Investor to FSAM
with respect to securities and money which the Investor holds, from time to time, and which are available
for investment or reinvestment (the "Portfolio"). This Agreement shall apply to any and all investable
funds and securities in the Investor's Portfolio during the period in which this Agreement shall be in effect

II. InvestmentAdvisoryServices

A. Services. With respect to the Portfolio, FSAM will endeavor to provide investment advisory
services and cause to be executed such trades as determined in accordance with Section IT.B below.
FSAM agrees to provide professional services and its facilities and to direct and coordinate all
programs of investing as may be considered and authorized by the Investor and to assume and pay
those expenses incurred by FSAM in connection with the execution of investment decisions.
Specifically, FSAM agrees to perform the following duties:

1. Review the Investors' investment policy and provide recommendations for revisions;

2. Review and evaluate safekeeping and custodial procedures;

3. Review Investors' cash flow projections;

4. Recommend appropriate strategies based upon cash flow requirements;

5. Advise the Investor on current market conditions and other general information;

6. Analyze risk/return relationships between various investment alternatives;

7. Monitor the creditworthiness of financial institutions and investments in the portfolio;

8. Attend meetings of the governing body of the Investor, its staff, representatives, or committees
as requested by the Investor, when the subject of investments is to be discussed;

9. Assist in the selection of investment securities and, as directed by the Investor, cause the
transactions to be executed;

10. Advise on the investment of the Portfolio in a manner consistent with the Investment Policy, the
proceedings of the Investor authorizing the investment of the bond funds and applicable state
and federal mles and regulations;

II. Promptly send (or cause to be sent) trade confirmations to the Investor; and

12. Provide all quarterly investment reports as required by the Public Funds Investment Act (Texas
Government Code, Chapter 2256.023.)

B. Scope of Investment Decisions. In performing the services listed in Section IT.A above, FSAM
shall not have discretionary authority and, accordingly, shall obtain approval from the Investor for
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the purchase or sale of secunlles prior to execution. The Investor hereby represents and
acknowledges that its written investment policy and investment strategy includes its invesment
objectives and all portfolio limitations and restrictions, including, without limitation, acceptable
levels of invesment risk. The Investor also agrees to notify FSAM in writing ten business days in
advance of the implementation of any changes in the Investor's invesment objectives, invesment
limitations, and/or fmancial condition. Furthermore, the Investor will give FSAM immediate verbal
notice and written notice within five days of receipt of any trade confirmations should the Investor
believe that any investment in the Portfolio violates the Investor's investment objectives or
limitations.

C. Standard of Care. In the administration of its duties, FSAM shaI1 exercise the judgment and care,
under prevailing circumstances, that a prudent person would exercise in the management of the
person's own affairs, not for speculation, but for investment, considering, with regard to the entire
Portfolio rather than any particular invesment or security, the probable safety of capital and the
probable income to be derived.

D. Settlement of Securities. The purchase of individual securities shall be executed "delivery versus
payment" (DVP) through the Investor's safekeeping agent. By so doing, Investor's funds will be
released when and if the Investor has received, through the safekeeping agent, the designated
securities purchased.

E. Hold Harmless. The Investor hereby agrees hold harmless FSAM, as well as any of its officers,
directors, shareholders, affiliates, general partners, employees, agents and trustees, for (i) charges
and expenses incurred by FSAM on the Investor's behalf and (ii) for any and all market losses
arising with respect to the Portfolio.

F. Return on the Portfolio. The Investor expressly aftirms and acknowledges that FSAM has not
promised or guaranteed any stated or specified return on, or performance of, the Investor's
investment portfolio.

III. Representations

A. FSAM represents that it is registered as an invesment advisor under the Invesment Advisers Act of
1940 (the "Advisers Act") and is authorized and empowered to enter into this Agreement.

B. The Investor represents and confirms that (I) the Investor has full power and authority to enter into
this agreement; (2) the terms hereof do not violate any obligation by which the Investor is bound,
whether arising by contract, operation of law, or otherwise; and (3) this Agreement has been duly
authorized and will be binding on Investor according to its terms.

C. The Investor agrees to:

I. Provide FSAM with the schedule of estimated cash flow requirements related to the Portfolio,
and promptly notify FSAM as to any changes in such estimated cash flow schedule;

2. Provide FSAM, not less than monthly, with copies of all relevant custodian, safekeeping and
bank statementsrelating to all of the Portfolio; and

3. AllowFSAM to rely upon all informationregarding schedules or other informationpertaining to
the Portfolio as provided to it by the Investor as being true and accurate. FSAM shall have no
responsibility to verify, through audit or investigation, the accuracy or completeness of such
information and FSAM will not undertake to authenticate any such information.

D. The Investor recognizes that there may be loss or depreciation of the current liquidation, immediate
and ongoing value of any investment due to the fluctuation of market values. The Investor
represents that no party to this Agreement has made any guarantee, either oral or written, that the
Investor's invesment objectives will be achieved. FSAM shall not be liable for any error in
judgment and/or for auy invesment losses in the Portfolio in the absence of willful malfeasance,
gross negligence, or violation of applicable law. Nothing in this Agreement shall constitute a waiver
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or limitation of any rights that the Investor may have under applicable state or federal law including
without limitation, the state and federal securities laws.

E. Investor represents and acknowledges that Investor has reviewed and understands the risk factors
and fees associated with the Portfolio.

IV. Fees and Costs of FSAM

As consideration for the services provided by FSAM under this Agreemen~ FSAM will be entitled to a fee
(the "Advisor Fee") determined in accordance with the schedule set forth in the fee schedule ("Schedule
A"), a copy of which is attached hereto, is incorporated herein for all purposes and is being delivered to the
Investor simultaneously with the execution, and as an integral part, of this Agreement. The obligation of
FSAM to payor incur expenses shall not include any costs incident to litigation,mandamus action, regulatory
investigation, test case or other similar legal actions. The Advisor Fee will be payable quarterly in arrears
and shall be computed based upon the book value of the Portfolio under management. In the event this
Agreement is terminated prior to the end of a quarter, the Advisor Fee shall be prorated and paid within 30
days of termination.

V. Reporting and Account Statements

FSAM will deliver or cause to be delivered to the Investor confirmation of transactions and/or periodic
statements for the Portfolio as set forth in this Agreement. FSAM will also provide the Investor with an
annual valuation of the Investor's Portfolio and any additional statements that may be required by applicable
law, including the reporting provisions of the Public Funds Investment Act, or other applicable state law,
with respect to transactions effected under this Agreement.

VL Other Services

The investment advisory services provided hereunder by FSAM to the Investor are exclusive of any other
services that FSAM may provide to the Investor.

VII. Execution of Investment Transactions

A. Affiliated Broker. FSAM is affiliated through common ownership and control with First Southwest
Company ("FSC"), a registered broker/dealer with the National Association of Securities Dealers,
Inc. ("NASD"), the U.S. Securities and Exchange Commission ("SEC"), and various state and
territorial regulatory authorities. Investor hereby authorizes FSAM to effect transactions for the
Portfolio by execution through FSC. Where transactions are effected through FSC, FSC may act on
an agency or principal basis to the extent permitted by law. Pursuant to Rule 206(3) of the Advisers
Ac~ FSAM will obtain the Investor's consent on each investment transaction to allow FSC to act as
a principal in acquiring a security to facilitate a trade. Fees for advisory services will be billed
separately in accordance with the terms of this Agreement.

B. Bundling of Investment Transactions. Transactions for each Investor account generally will be
effected independently unless FSAM decides to purchase or sell the same securities for several
investors at approximately the same time. FSAM may (but is not obligated to) combine or "batch"
such orders to obtain best execution. Under this procedure, transactions will be averaged as to price
and will be allocated among FSAM's investors included in the ''batch'' group in proportion to the
purchase and sale orders placed for each Investor in batch transactions.

VIII. Selection of Brokers

The Investor agrees that when FSAM effects or places orders for the execution of transactions for the
Portfolio (other than situations where the Investor specifically instructs otherwise in writing), FSAM may
allocate such transactions to such brokers and dealers for execution on such markets, at such prices as in the
judgment of FSAM will be in the best interests of the Investor, taking into consideration, in the selection of
such brokers and dealers, the available prices and rates of brokerage commissions and other relevant factors,
without having to demonstrate that such factors are of a direct benefit to the Investor. Subject to the
foregoing, FSAM will arrange for the execution of securities transactions for the Portfolio through brokers
or dealers that FSAM reasonably believes will provide best execution.
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IX. Non-Exclusive Relationship

The Investor hereby acknowledges that FSAM's services under this Agreement are nonexclusive, and that
FSAM shall be free to render the same or similar services to other investors. The Investor further
acknowledges that FSAM's advice is specific to each individual investor's investment objectives, limitations
and financial condition. Therefore FSAM, in the performance of its investment advisory duties, may give
advice to, and take action on behalf of, other investors that may differ from the advice given, or the timing
and nature of the action taken, with respect to the Investor's Portfolio. Nothing in this Agreement shall be
deemed to impose upon FSAM any obligation to purchsse or sell, or to recommend for purchase or sale for
the Investor's Portfolio, any security that FSAM or its affiliates may purchase or sell, for their own account
or for the accounts of any other investor if, at the sole discretion of FSAM, it is for any reason undesirable
or impractical to take such action or make such recommendation for the Investor's Portfolio. The Investor
also acknowledges that FSAM has varying fee structures and arrangements with other investors and may
charge their investors different fees, which may be higher or lower than the fees charged with respect to the
Investor's Portfolio for similar services.

X. Instmctions from the Investor

FSAM may rely on all instructions (whether oral or written) given by the Investor or its agents that FSAM
believes to be genuine. FSAM's records of such a transaction will be conclusive as to the content of any
instruction. Instructions may be given to FSAM by any officer Or agent aUthorized by (1) the investment
policy; (2) a duly executed "Authorization to Trade Public Funds" form provided by FSAM; or (3) a
resolution of the governing body of Investor. FSAMmay rely on such authorization until written notice to
the contrary is delivered to FSAM by the Investor; and if the Investor does not deliver appropriate
authorizing documentation, FSAM may accept instructions from any person reasonably believed by FSAM
to be an officer of the Investor. The Investor agrees to hold harmless, and to indemnify and defend, FSAM,
as well as any of its officers, directors, shareholders, affiliates, general partners, employees, agents, and
trustees, against any and all losses sustained by FSAM resulting from or by reason of any and all claims,
liabilities, losses, damages, charges, costs, fees, and expenses (including, without limitation, attorneys fees
and costs, including fees of attorneys who may be FSAM employees or employees of FSAM's affiliates)
arising out of or in connection with any action taken in reliance upon any instruction or inquiry believed
genuine.

XI. Transactions Subject to Industry Regulations and Standards

All transactions shall be subject to the regulations of all applicable gove=ent authorities and self-
regulatory agencies including, but not limited to, the constitutions and rules of the clearing agent, exchange,
or market where executed. The Investor understands that FSAM is registered as an investment advisor under
the Advisers Act, and as such is obligated to comply with all applicable laws and regulations, including
those of the SEe and other regulatory and self-regulatory agencies, and agrees that FSAM shall not be liable
to the Investor as a result of any action taken by FSAM to comply with any ruling, interpretation, or
directive of such organizations. Further, Investor understands and agrees that FSAM will not accept any
instructions from Investor which would require a violation of any such rules or regulations.

XII. Assignment

Neither FSAM nor the Investor may assign any of its rights, authorizations, or obligations under this
Agreement without the prior written consent of the other party.

XIII. Term and Investor's Right of Cancellation

This Agreement shall become effective as of the date hereof and continue for a period of two (2) years. This
Agreement may be extended for additional two (2) year periods upon approval by the Investor's governing
body. Either party may terminate this Agreement upon delivering to the other party thirty (30) calendar
days' prior written notice. In addition, the Investor may terminste this Agreement without penalty for a
period of five (5) business days after the date it is executed by the Investor. The Investor may exercise this
right by giving written notice to FSAM within the required time period. In the event of termination, it is
understood and agreed that only the amounts due to FSAM for services provided and expenses incurred to and
including the date of termination, plus those costs and expenses incurred or sustained as a result of the
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termination, will be due and payable. No penalty will be assessed for termination of this Agreement. In
addition, the parties hereto agree that upon termination of this Agreement FSAM shall have no continuing
obligation to the Investor regarding the investment of funds or performing any other services contemplated
herein.

XIV. Custodial Arrangements

Custody ofPortfulio assets will be maintained with a custodian selected by Investor and identified to FSAM
(the "Custodian"). FSAM will not have custody of any assets in the Portfolio. Investor will be solely
responsible for paying all fees or charges of the Custodian. Investor authorizes FSAM to give Custodian
instructions for the purchase, sale, conversion, redemption, exchange or retention of any security, cash or
cash equivalent or other investment for the Portfolio.

XV. Miscellaneous

A. Notices to the Investor. All written communication to the Investor shall be sent to the Investor's
address set forth on the signature page hereof or as directed in writing to FSAM by the Investor. Any
notice, statement, or other communication mailed to the Investor by FSAM in accordance with this
section will be deemed to be given to the Investor personally upon Investor's actual receipt of such
notice, statement, or other communication.

B. Notices to FSAM. Any notice, statement, or other communication from the Investor to FSAM under
this Agreement must be in written form and will be deemed to be given to FSAM upon actual receipt
thereof by FSAM whether such notice was mailed, personally delivered, or telecopied to:

First Southwest Asset Management, Inc.
300 West 6'" Street, Suite 1940
Austin, Texas 78701
Attention: Scott McIntyre
Fax Number: (512) 481-2020

C. Confidential Relationship. All of the information and advice furnished by either party to the other
under this Agreement, including their respective agents and employees, will be treated as strictly
confidential by each party and will not be disclosed to third parties under any circumstances except as
required by law.

D. Limitations of Liability. Federal and state securities laws impose liabilities under certain
circumstances on persons who do not act in good faith and, therefore, nothing in this Agreement shall in
any way constitute a waiver or limitation of any rights that the Investor may have under federal and
state securities laws.

E. Indemnity. The Investor will indemnify FSAM for any loss, liability, or expense (including attorney's
fees) which FSAM may incur as a result of, or arising from, any claims asserted by any third party with
respect to the Portfolio or the services rendered by FSAM under this Agreement, except in cases of
gross negligence or willful misconduct by FSAM in managing the Investor's Portfolio.

F. Inconsistent Provisions; Agreements. If any provisions of this Agreement should become or be found
to be inconsistent with laws, mles, or regolations of any gove=ent or regolatory body having
jurisdiction over the subject matter herein, such provisions shall be deemed modified or rescinded in
accordance with any such laws, mles, or regolations. To the extent that the provisions of this Agreement
are inconsistent with the provisions of any account agreement or clearing agreement with FSAM or its
clearing agent, as the case may be, then the tenns of such account agreement or clearing agreement
shall govern and such terms shall supersede the inconsistent terms herein.

G. Invalid Provisions. If any provision or condition of this Agreement shall be held to be invalid or
unenforceable by any Court, or regolatory or self-regulatory agency or body, such invalidity or
unenforceability shall attach only to such provision or condition. The validity of the remaining
provisions and conditions shall not be affected, and this Agreement shall be carried out as if any such
invalid or unenforceable provision or condition were not contained herein.
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H. Waiver of Terms. FSAM's failure to insist at any time upon strict compliance with any terms of this
Agreement shall not constitute a waiver of any ofFSAM's rights as described herein.

1. Governing Law. This Agreement will be governed by and construed in accordance with the laws of the
State of Texas, without regard to its principles of conflicts of laws.

1. Extraordinary Events. Neither FSAM nor any of its officers, directors, shareholders, affiliates, general
partners, employees, agents, or trustees shalJ be liable for losses caused directly or indirectly by
government restrictions, exchange or market actions, suspensions of trading, wars, strikes, delays in the
transmission of orders due to breakdown or failure of transmission or communication facilities, or any
other causes beyond FSAM's reasonable control or anticipation.

K. Written Disclosure Statement. Simultaneously with the execution of this Agreement, FSAM has
delivered to the Investor Part II of its Form ADV as med with the SEC, or a similar disclosure
document, as its brochure pursuant to Rule 204.3 of the Advisers Act. The Investor's execution of this
Agreement shall be deemed acknowledgment of receipt thereof.

L. Verification of Information. The Investor represents and warrants to FSAM that all information
furnished to FSAM in connection with the opening of the Portfolio (and all documents supplied by the
Investor in this regard, including financial statements) are true, complete, and correct. FSAM is entitled
to rely on this information until FSAM receives written notice of any change, which the Investor agrees
to furnish promptly should any material changes occur.

[THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK. THE NEXT PAGE IS A
SIGNATUREPAGE.]
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By signing this Agreement, the undersigned Investor acknowledges receipt of a copy of this
Agreement, including Schedule A.

WILLIAMSON COUNTY

71t) MOJO S"d .. Zt'i

FIRST SOUTHWEST ASSET MANAGEMENT, INC.

~fOfficer

SCPo" ~ <- If\~\:..~

Date

Print Name~ \~ "ILu.- f ('-(..J I oU'\-.-
Capacity of Signatory
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SCHEDULE A

FEE SCHEDULE AND EXPENSE ITEMS

In consideration for the services rendered by First Southwest Asset Management, Inc. (''FSAM'') in connection with the
investment of the Portfolio for the Investor, it is understood and agreed that its fee will be based upon an annual fee
calculated using the scale below applied against the book value of the investment portfolio. The value of the investment
portfolio shall be the average month end book value of the securities in the portfolio.

Balances Fee
Between $0 and $40,000,000
Between $40,000,001 and $100,000,000
Amounts greater than $100,000,000

0.10% (10 basis points)
0.08% (8 basis points)
0.05 % (5 basis points)

For purposes of calculating the investment advisory fees, all investment balances held in local government
investment pools, money market funds, and cash accounts will be excluded from the average month end book value.

The fees due FSAM shall be due and payable 30 days following the conclusion of each calendar quarter. Said fee
includes all costs of services related to the investment services provided under this Agreement, and all reasonable travel
and business expenses related to the performance of these services. Any other fees earned by FSAM, relating to
Investor transactions, shall be disclosed to the Investor.

On an annual basis, the minimum fee shall be $10,000. [fthe fourth quarterly fee calculation, when accumulated with
the fees previously paid for that year, does not exceed $10,000, then the fourth quarterly fee shall be adjusted to result
in an accumulated annual fee equal to $10,000.

Sample Fee Calculation: Assuming an annual fee equal to 10 basis points (0.10%) of the Portfolio's average month
end balance, or the equivalent thereof, the fee would be calculated as follows for the first caleodar quarter:

Month Ending Balance
January 31
February 28
March 31

$38,000,000
40,000,000
42,000,000

Subtotal
Number of Months -----"'===~-
Monthly Average
Advisory Fee
(quarterly)
Quarterly Fee

$120,000,000
3

$40,000,000
0.0010/4

$10,000
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AGENDA ITEM 45

Consider approving Interlocal Agreement for mental health services between Williamson County and Kerr
County.

Agenda Item 45 was moved to the meeting of June 1,2004.

AGENDA ITEM 46

Discuss and take appropriate action regarding Health Advisory Committee's review and recommendations of
the County's contract with community clinics.

Karen Wilson, R.N., of the Williamson County and Cities Health District, and Kathy Grimes, addressed the
Court.

Moved: Commissioner Hays
Seconded: Commissioner Birkman
Motion: To approve increased funding from $20 per un-insured patient visit to $30 per un-insured patient visit
for the community clinics which are, in Precinct One, Round Rock Clinic, in Precinct Two, Samaritan Health
Ministries, in Precinct Three, Georgetown Community Clinic, and in Precinct Four, John's Community Clinic.
Vote: 5-0

AGENDA ITEM 47

Discuss and take appropriate action regarding funding for the Georgetown Community Clinic.

Kathy Grimes addressed the Court regarding the Georgetown Community Clinic, which is working to receive
federal funding to become a hub-clinic. Should this status be obtained, federal funding would bring in an extra
$1.0 million to $1.5 million to the County. She explained that a gap exists in the needed funding to obtain this
status, and that $250,000 from the County, in addition to monies received elsewhere, would be sufficient.

Members of the Board in attendance were Jack Hunicutt, Carol Woods, Faye Johnson, Bill Baggett, Marjorie
Herbert, Jane Shepherd, Gary Nelon, Doug Smith, Jodi Steger, and Doug Benold.

Moved: Commissioner Hays
Seconded: Commissioner Birkman
Motion: To approve $250,000 from "the tobacco money" in funding for the Georgetown Community Clinic,
pending receipt of a letter from the Department of Health and Human Services awarding Federally Qualified
Health Centers (FQHC) look-alike status.
Vote: 5-0
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