NORTH TEXAS
GROUNDWATER
CONSERVATION

DISTRICT |

BOARD MEETING

h
|
s
MUSTANG SUD ADMINISTRATIVE OFFICES ;E
7985 FM 2931 r
AUBREY, TEXAS

|

TUESDAY

SEPTEMBER 11, 2018
10:00 AM

= e g T SY U PP g S — |




NOTICE OF PUBLIC MEETING

OF THE
BOARD OF DIRECTORS of the

NORTH TEXAS GROUNDWATER CONSERVATION DISTRICT
at the

Mustang SUD Administrative Offices
7985 FM 2931
Aubrey, Texas
Tuesday, September 11, 2018

Board Meeting
The regular Board Meeting will begin at 10:00 a.m.

Notice is hereby given that the Board of Directors of the North Texas Groundwater Conservation District
(“District”) may discuss, consider, and take all necessary action, including expenditure of funds,
regarding each of the agenda items below:

Agenda:
1. Pledge of Allegiance and Invocation.
2. Call to order, establish quorum; declare meeting open to the public.
3. Public comment.
4, Consider and act upon approval of the minutes from the July 10, 2018, Board meeting.
5. Consider and act upon approval of invoices and reimbursements.
6. Receive reports from the following Committees*;
a. Budget and Finance Committee
1) Receive Monthly Financial Information
b. Investment Committee
1) Receive Quarterly Investment Report
¢. Groundwater Monitoring and Database Committee
d. Management Plan Committee
7. Consider and act upon authorizing the execution of a Deposit Placement Agreement with

Independent Bank.

8. Consider and act upon updating the District’s Investment Strategy.



9, Consider and act upon solicited proposals for audit services.

10. Update and possible action regarding the process for the development of Desired Future
Conditions (DFCs).
11. Consider and act upon compliance and enforcement activities for violations of District rules.

a. Hydrous Americas Cable Park, LLC

12, General Manager's Report: The General Manager will update the board on operational,
educational and other activities of the District.

13. Receive presentation regarding permanent rules development and review of rules amendment

draft.
a. Consider and act upon action items for rules development

14, Open forum / discussion of new business for future meeting agendas.

15. Adjourn public meeting.

*  Reports from District standing committees will include a briefing by each committee for the Board on the
activities of the committee, if any, since the last regular Board meeting.

The above agenda schedule represents an estimate of the order for the indicated items and is subject to
change at any time.

These public meetings are available to all persons regardless of disability. If you require special assistance to
attend the meeting, please call (855) 426-4433 at least 24 hours in advance of the meeting to coordinate any
special physical access arrangements.

For questions regarding this notice, please contact Velma Starks at (855) 426-4433, at
ntgcd@northtexasged.org, or at 5100 Airport Drive, Denison, TX 75020.

At any time during the meeting or work session and in compliance with the Texas Open Meetings Act, Chapter
551, Government Code, Vernon’s Texas Codes, Annotated, the North Texas Groundwater Conservation District
Board may meet in executive session on any of the above agenda items or other lawful items for consultation
concerning attorney-client matters (§551.071); deliberation regarding real property (§551.072); deliberation
regarding prospective gifts (§551.073); deliberation regarding personnel matters (§551.074); deliberation
regarding security devices {§551.076); and deliberation regarding cybersecurity (§551.089). Any subject discussed
In executive session may be subject to action during an open meeting.






MINUTES OF THE BOARD OF DIRECTORS’ BOARD MEETING AND PUBLIC HEARING
NORTH TEXAS GROUNDWATER CONSERVATION DISTRICT

TUESDAY JULY 10, 2018

MUSTANG SUD ADMINISTRATIVE OFFICES

7985 FM 2931
AUBREY, TEXAS
Members Present: Ronny Young, Thomas Smith, Maurice Schwanke, Ron Sellman, Evan Groeschel
and Allen Knight
Members Absent: Chris Boyd, David Flusche, and Joe Helmberger
Staff: Drew Satterwhite, Paul Sigle, Wayne Parkman, Allen Burks, Debi Atkins, Theda

Anderson, Carolyn Bennett, and Velma Starks

Visitors: Kristen Fancher, Fancher Legal
James Beach, WSP
Pete Schulmeyer, Coliier Consuliting
Neal Welch, City of Sanger
Carl Deaton, Hankins, Eastup, Deaton, Tonn & Seay

Public Hearing
Agenda:
1. Call to Order, declare hearing open to the public, and take roll.

President Ronny Young called the meeting to order at 10:02, declared hearing open to the
public and took roll.

2. Conduct Show Cause hearing under Rule 9.6 on the following for alleged violations of District
Rules, discuss, consider, receive testimony, and take appropriate action, including without
limitation authorizing the District to initiate a civil lawsuit to enforce compliance with the
District Rules, including recovery of civil penalties, costs, and attorney’s fees, and all other
appropriate legal and equitable relief.

A.  Hydrous Americas Cable Park, LLC, 75387 Baxtershire Dr., Dallas 75230

No Hydrous Americas Cable Park, LLC representative was present. After brief discussion an
additional $500 dollar fine was decided upon to be paid within 60 days. Legal action was
discussed. Thomas Smith made the motion to add $500 dollars to current violation fee to be
paid within 60 days, to pursue lawsuit, including legal fees, and injunction to shut them down
until they come into compliance pursuant to state law. Ron Sellman seconded the motion.
Motion passed unanimously.



Board of Director Public Hearing Minutes
July 10, 2018
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3. Adjourn or continue show cause hearing.

President Ronny Young adjourned the show cause hearing at 10:08 a.m.

Board Meeting

The regular Board Meeting will begin at 10:05 a.m. or upon the adjournment of the above-noticed
Public Hearing, whichever is later,

1. Pledge of Allegiance and Invocation

President Ronny Young led the group in the Pledge of Allegiance and provided the invocation.

2. Call to order, establish guorum; declare meeting open to the public

President Young called the meeting to order 10:09 a.m., established a quorum was present, and
deciared the meeting open to the public.

3. Public Comment

There were no citizens present requesting to appear before the Board of Director for public
comment.

4. Consider and act upon approval of the minutes from the May 8, 2018 board meeting

Motion was made by Thomas Smith to approve the minutes of the May 8, 2018 meeting. The
motion was seconded by Evan Groeschel, and passed. Ron Sellman abstained.

5. Consider and act upon approval of invoices and reimbursements

After review and brief discussion Allen Knight made the motion to approve Resolution No. 2018-
07-10-01. Ron Sellman seconded the motion. Motion passed unanimously.

6. Consider and act upon 2017 Audit.

Carl Deaton, auditor with Hankins, Eastup, Deaton, Tonn & Seay presented the audit to the
Board. Mr. Deaton discussed the District’s fee rate in relation to budget, and the fact that
enforcement of rules and fee payments is a necessary part of ensuring the District’s
functionality. Ron Sellman made the motion to accept the audit as presented. Allen Knight
seconded the motion. Motion passed unanimously.

7. Receive reports from the following Committees*:

a. Budget and Finance Committee




10.
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1) Receive Monthly Financial Information
General Manager Drew Satterwhite reviewed the financial information with the
Board. Board requested a report showing comparison from last year at the
same time could be provided in the future.

2) Consider and act upon 2019 Operating Budget and Adopt Rate Schedule
General Manager Drew Satterwhite reviewed the proposed budget and
reminded the Board that NTGCD provides the administrative services for GMA-
8. GMA-8 will be selecting a consultant at the next meeting which will have an
effect on the budget. Each of the GMA-8 districts are asked to provide funding
for GMA-8 business. The Budget Committee (Ronny Young, Allen Knight, and
Evan Groeschel) suggested that after a selection is made, adjustments could be
made as necessary. No changes were made to the production fee rate
schedule. Ron Sellman made the motion to adopt the proposed budget as
presented. Evan Groeschel seconded the motion. Thomas Smith had stepped
out of the meeting. The motion passed unanimously with Thomas Smith
absent.

b. Groundwater Monitoring and Database Committee
General Manager Drew Satterwhite updated the Board on the progress and anticipates
to be working with the new database after the billing cycle.

¢. Management Plan Committee
1) Receive Quarterly Report
General Drew Satterwhite presented the Quarterly Report to the Board.

Consider and act upon a District Vehicle Replacement Policy

General Manager Drew Satterwhite presented the Board with a proposed policy relating to
vehicle replacement. After a discussion, Ron Sellman made the motion to accept the policy with
an amendment to state when a District vehicle reaches 75,000 miles or 4 years-old or
experiences any major problems, whichever is sooner, the District staff shall initiate efforts to
seek prices on a new vehicle. Maurice Schwanke seconded the motion. Motion passed
unanimously.

Consider and act upon opening an account with TexSTAR

General Manager Drew presented background information to the Board relating to opening an
account with TexStar. After a discussion, Thomas Smith made the motion to open an account
with TexSTAR. Allen Knight seconded the motion. Motion passed unanimously.

Update and possible action regarding the process for the Development of Desired Future

Conditions (DFCs)

General Manager Drew Satterwhite reported to the Board that the GMA-8 met on June 27™.
The Districts reported on their Management Plan and Rules. The GMA-8 will use the RFQ
process to hire a consultant,
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12.

13.
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15.
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Consider and act upon compliance and enforcement activities for violations of District’s Rules.
a. Hydrous Americas Cable Park, LLC
The decision was made during the Show Cause Hearing regarding legal action to be
taken.
General Manager's Report: The Geperal Manager will update the Board on operational,
educational and other activities of the District.

General Manager Drew Satterwhite reported the well registrations, 23 for May and 29 for June.

Receive presentation regarding permanent rules development.
a. Consider and act upon action items for rules development

lames Beach reviewed the spacing data with the Board. After a discussion, Thomas Smith
made the motion to use the 2-day and 2% inputs into the spacing analysis. Maurice

Schwanke seconded the motion. Motion passed unanimously.

Kristen Fancher reviewed the language of the rules with the Board. The Board discussed the
language and requested Kristen Fancher to draft the language based on the discussion.

Open forum/discussion of new business for future meetings

The Board decided to skip the August meeting. September 11 is scheduled to be a workshop
over the rules package and then possibly hold a public hearing in October.

Adjourn public meeting
President Young declared the meeting adjourned at 12:16 p.m.

B R R AR S R S

Recording Secretary Secretary-Treasurer
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RESOLUTION NO. 2618-08-11-01
A RESOLUTION BY THE BOARD OF DIRECTORS OF THE NORTH TEXAS GROUNDWATER

CONSERVATION DISTRICT AUTHORIZING PAYMENT OF ACCRUED LIABILITIES FOR THE
MONTHS OF JULY AND AUGUST 2018

The following liabilities are hereby presented for payment:

Adminigirative Services Amount
GTUA -July 23,759.27
GTUA - August 35,310.95
Advertising

Star Local Media -Water education tips 259.00
Auditing

Hankins Eastup Deaton Tonn & Seay- June services 5,400.00
Consujtant

WSP UBA - Jure 2018 1,180.00
WSP USA - July 2018 5,141.76
Direct Cosis

Nextraq - June 39.95
Nextrag - July 3095
Nextrag - August 30.85
Insurance _

TWCA Risk Manangement Fund - Policy Admendment 10.00
Legal |

Law Offices of Kristen Fancher, PLLC - June 2018 3,878.00
Law Offices of Kristen Fancher, PLLC - July 2018 4,026.43
Legal-injection

Sledge Law - May 2018 2,195.90
Sledge Law - June 2018 1.605.45
Siedge Law - July 2018 2,438.00
W:eetings & Conference

Mustang SUD. - September Mesting 75.00
Software Maintenance

Aquaveo-Jung 500.00
Aguaveo-July 500.00
Aquaveo-August 500.60
Intera - July 417908

Well Monitoring



Statewide Plat Service - May and Jung 2018 112.80

GRAND TOTAL: $ 91,201%.50

On motion of and.seconded by the
foregoing Resciution was passed and approved on this, the 11th day of September, 2018 by the following

vote:

AYE:
NAY:

Af a meeting of the Board of Direciors of the North Texas Groundwater Conservation District,

President

ATTEST:

Secretary/Treasurer
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8/6/2018 4:10pm

00-01-10001
00-01-10005
00-01-10010
00-01-10025
00-01-10048
00-01-10050
00-01-10051
00-01-10052
00-01-120M1

00-01-23100
00-01-23150

00-01-35100
00-01-35110

North Texas Groundwater Conservation District

Balance Sheet

Page 1

For General Fund (00)
August 31, 2018
Assets
Checking Account 658,956.06
index Account 206,111.06
Investments S00,000.00
Accounts Receivable 170,042 55
A/R Strittmatter Irrigation 14,000.00
A/R 440 Ranch 1,500.00
AR Hydrous American Cable 1,500.00
A/R Alpha Omega 100.00
PP Expense 3,394.16
Total 1,556,603.83
Total Assets $ 1,556,603.83
Liabilities and Fund Balance
Accounts Payable 49,403.83
Well Drillers Deposits 35,700.00
Totaf 85,103.83
Total Liabilties 85,103.83
Fund Balance 1,292,708.63
Current Year Excess of Revenue over Expenses 163,166.99
Totat 1,455,875.62
Excess of Revenue Over Expenditures 15,624.38
Total Fund Balances 1,471,500.00
Total Liabilities and Fund Balances $ 1,566,603.483




North Texas Groundwater Conservation District

9912019 4:11pm Statement of Revenue and Expenditures Page 1
Revised Budget
For General Fund (00}
For the Fiscal Period 2018-8 Ending August 31, 2018
Curre Curre Annuaj[ YTD Remaining
Account Number Bugg_ Actual Budgcet Actual Budget %|
Revenues
00-01-46001 Well Production Fees $ 0.00 $ 0.00 §$ 698,000.00 $ 349,051.11 49.99%
00-01-46003 Well Registration Fees 1,500.00 1,100.00 18,000.00 12,600.00 30.00%
00-01-46005 Well Drillers Fees 0.00 0.00 0.00 1,300.00 0.00%
00-01-45010 GMAS Fees 0.00 0.00 10,000.00 0.00 100.00%
00-01-48015 Late Fees 0.00 0.00 0.00 §,827.60 0.00%
00-01-46016 Penalty and Fines 0.00 C.00 0.00 1,600.00 0.00%
00-01-46100 Interest Inc 0.00 0.00 1,500.0C 272576 (81.72%)
Total General Fund Revenues $ 1,500.00 § 1,100.00 $ 727,500.00 $ 373,104.47 48.M%
Expenditures
00-01-77011 Admin-Operations $ 0.00 $ (1,764.00) $ 0.00 § 0.00 0.00%
00-01-77012 Admin-Mileage 208.33 206.90 2,500.00 1,430.90 42.76%
00-01-77013 Admin-Secretarial 2,500.00 3,941.00 30,000.00 9,772.00 67.43%
00-01-77014 Admin-Project Coordinator 1,250.00 960.00 15,000.00 12,524.00 16.51%
00-01-77015 Admin-GM 4,583.33 5,428.00 55,000.00 368,502.00 30.00%
00-01-77016 Admin-Clerical 2,750.00 3,768.00 33,000.00 23,454.00 28.83%
00-01-77025 Accounting 2,083.33 3,450.00 25,000.00 16,404.00 34.38%
00-01-77027 Auditing 0.00 (5,400.00} 5,500.00 5,400.00 1.82%
00-01-77030 Advertising 83.33 259,00 1,000.00 259.00 74.10%
00-01-77050 Banking Fees 0.00 0.00 0.00 10.00 0.00%
00-01-77150 Consulting- Hydrogeo 7,083.33 5,141.76 85,000.00 32,731.27 61.49%
00-01-77325 Direct Cost 333.33 308.86 4,000.00 2,720.15 32.00%
00-01-77450 Dues & Subscription 166.67 15.75 2,000.00 427.08 78.65%
00-01-77480 Equipment 0.00 381.13 2,000.00 835.19 58.24%
00-01-77500 Fees-GMAS 916.67 0.00 11,000.00 229.00 67.92%
00-01-77550 Field Tech 10,416.67 11,879.50 125,000.00 74,680.00 40.25%
00-01-77560 Field Permiting/Geologist 5,833.33 §,698.00 70,000.00 28,379.00 59.46%
00-01-776850 FuelMaintenance 250.00 394.15 3,000.00 2,372.66 20.91%
00-01-77800 Injection Well Monitoring 58.33 (2,438.00) 700.00 332.00 52.57%
00-01-77810 Insurance 0.00 33942 4,0006.00 2,921.84 26.95%
00-01-77970 Legal 4,166.67 0.00 50,000.00 32,308.43 35.38%
00-01-77975 Legal-Injection 833.33 404345 10,000.00 11,610.05 {16.10%)
00-01-78010 Meetings & Confarences 375.00 277.28 4,500.00 2,898.72 35.58%
00-01-78310 Rent 200.00 200.00 2,400.00 1.600.00 33.33%
00-01-78600 Software Maint 833.33 5,179.08 10,000.00 54,086.41 (440.86%)
00-01-78610 Telephone 166.67 207.03 2,000.00 1,582.39 20.88%
Total General Fund Expendituras $ 45,091.65 $ 42,47612 $ 552,600.00 $ 357,480.00 35.31%
Generaf Fund Excess of Revenues Over Expenditures $ {43.591.65) $ {41,376.12) § 174,900.00 5 15,624.38



Revenue

North Texas Groundwater Conservation District
Statement of Revenue and Expenditures
YTD Comparative Statement
For the Fiscal Period Ending August 31, 2018

Total General Fund Revenues

Expenditures

Total General Fund Expenditures

Previous YTD

Account Number Actual
00-01-46001 Well Production Fees 276,837.95
00-01-46003 Well Regisiration Fees 10,700.00
00-01-46005 Well Drillers Fees 0.00
00-01-46010 GMAS Fess 0.00
00-01-46015 Late Fees (166.83)
00-01-4680168 Penalty and Fines 0.00
00-01-46100 Interest Inc 1,433.18
S 26880447
00-01-77012 Admin-Mileage 1,507.13
00-01-77013 Admin-Secretarial 16,100.00
00-01-77014 Admin-Project Coordinator 16,332.00
00-01-77015 Admin-GM 35,736.00
00-01-77016 Admin-Clerical 21,976.32
00-01-77025 Accounting 13,043.50
00-01-77027 Auditing 5,400.00
00-01-77030 Advertising 1,238.43
00-01-77050 Banking Fees 0.00
'00-01-77150 Consulting- Hydrogeo 51,877.67
00-01-77325 Direct Cost 3,537.29
00-01-77450 Dues & Subscription 1,828.83
00-01-77480 Equipment 0.00
00-01-77500 Fees-GMAS 3,225.52
00-01-77550 Field Tech 72,739.50
Q00-01-77560 Field Permiting/Geoiogist 0.00
00-01-77650 FuelMaintenance 1,654.93
00-01-77800 Injection Well Monitoring 42080
00-01-77810 Insurance 2,555.29
00-01-77970 Legal 25,921.57
00-01-77975 Legal-injection 12,388.40
00-01-77980 Legal-Legistation 14,095.00
00-01-78010 Mestings & Conferences 2,535.33
00-01-78310 Rent 1,600.00
00-01-78600 Software Maint 21,649.08
00-01-78610 Telephone 1.352.45
$ 328,714.84
General Fund Excess of Revenues over Expenditures $ (39,810.37)

YTD Actual

349,051.11
12,600.00
1,300.00

0.00

5,827.60
1,600.00
272576

$ 37310447

1,430.80
9,772.00
12,524.00
38,502.00
23,454.00
16,404.00
§,400.00
259.00
10.00
32,731.27
2,720.15
427.08
835.18
229.00
74,690.00
28,379.00
2,372.66
332.00
2,921.84
32,308.43
11,610.05
0.00
2,898.72
1,600.00
54,086.41
1,682.39
$ 35748009

$ 1562438
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North Texas Groundwater Conservation District
Quarterly Investment Report
For the Quarter Ended
June 30, 2018

The investment portfolio of the North Texas Groundwater Conservation District is in
compliance with the Public Funds Investment Act and the Investment Policy and

Strategies.

Presente Texas Grogundwater Conservation Westment Officers:

Dré Satterwhite Debi Atkins
General Manager Finance Officer
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ORTH TEXAS

CONSERVATION

N
G G_RQUNBWATER AGENDA COMMUNICATION
D DISTRICT

N
C

DATE: September 6, 2018
SUBJECT: AGENDA ITEM NO. 7

CONSIDER AND ACT UPON AUTHORIZING THE EXECUTION OF A DEPOSIT PLACEMENT AGREEMENT WITH
INDEPENDENT BANK

ISSUE
Consider authorizing the execution of a Deposit Placement Agreement with Independent Bank.

BACKGROUND
When the District was first created, Index and Checking accounts were set up with Independent Bank. The
District has utilized these accounts since inception.

Recently, the District staff began exploring more opportunities for investment earnings. During this process, the
staff was unable to locate a Deposit Placement Agreement. We subsequently called the bank and they were
unable to locate a copy as well.

This agreement sets forth standard account conditions such as who can sign, termination conditions, maximum
number of withdrawals, etc.

CONSIDERATIONS
Independent Bank has provided us with the attached agreement. The agreement is their standard Deposit

Placement Agreement. In the process, staff was able to negotiate a 1.25% and 1.65% interest rate increase on
the Index and Checking account, respectively.

STAFF RECOMMENDATIONS
The staff recommends authorizing the execution of the Deposit Placement Agreement with Independent Bank.

ATTACHMENT
Deposit Placement Agreement

PREPARED AND SUBMITTED BY: SUBMITTED BY:

_—

'Drew'Satterwhite, General M'anager ' ebi Atkins, inance Officer




Indapendent
Bemte insured Cash Sweep® or ICS™
Customer Information Form?

Prmery Customer Name: NOrth Texas Groundwater Conservation Dis

Secondary Customer Name (if appiicabie):

tesui Account Tite: NOrth Texas Groundwater Conservation Dis

Contect Name (for non-personal accounts; Drew Satterwhite

I8 the cusiomer an exising CDARS® and/or ICS™ customer? [ Yes i1 Ne
(Wots: A COARS el o [CE Clusiomer Proftes v fiksst. Charges ovede t the Outomar Profis kg et beh sarvioes,

Customer Class: [ Individual / Joint / Revocable Trust [ Esiate / imevocable Trust K Corporation / LLC

[ Partnership / Limited Liability Parinership [ Sole Proprietorship [J Nonprofit instifution [ Clubs and Assoclations
[0 Pub Entity [J Forelgn Govenment [] Savings Bank 7 Credit Union [ Other Bank / Finandial Institution

Primary Mailing Address: PO Box 508

Chy 1 State 1 2ip: Gainesville, TX 76241

Duplicete Statement Addreas (it epplicable):
City / Stata / ZIp:
Teisphone Number: 855-426-4433 LS. Ctizen: Bl Yes []Ne
Emall Address {required): It Nu, Country of Citzenship:
Type: [JSSN BTN LJ Non-Resident With SSN / TIN
Primery Owner Tax 10 Number: 30-0593873 [J Non-Resklent Without S8N / TIN

[ individual Tax 1D Number

Tyee: [18SN [IWIN [J Non-ResidentWith 8SN/TIN

Sacondary Owner Tax ID Number (if applicabls): L] Non-Resident Without S5N / TIN
7 individual Tex ID Numbar

Primaty Owner Other ID (required If o Tax ID); 2 Other ID Type: [J Drivers License [J Passport

170U do ot v LB, Tk 10, poguinta B chmockban o the right} 3 Other
Secondary Owner Other ID (required if no Tax (D). 2 Oﬂ'erlbmecgnrsmuﬂmnw
Other

mmumm-u.s.rmn,m-dmumm

1mmmummmmwmm Ivio.an 1G5 Daposit Pracermeast Agreement with v,

2rywdn ot hiws & LS. T D, you must use thiz seme altemals K3-for 4l COARE mnd afl IG5 transastions with off ingtiuions. if you ssbaequently chialn & LS, Taox
1D, you must promplly Inform ummmumuummmmwmumuummg ICS doournsnt tracking, and FDIC inctrence
Puposes,

Vio 138 Customer Jformation Fom BRADM.F2040C.ENT
08/15 Rev. 0318 Independent Bank Confidential Document Pags 1af2




Customer Exclusions:

Thete s no needbamtudehﬂluﬁmﬁﬁwmﬂyholdmfundsmwncmns or IC8 sarvics. Providing tha same
TaxiD h'sadwfyour_cDARs or IC8 actounts wil enablo the lecation of your current placement(s) to be recognized. Thass

instititions will automaticaly be excluded from future

Bank: TRN: Chty, State:
Account Setup:
Account Rete: 15
Institution Transaction Accourt No.: 1000090652 Program Nams: Independent Bank MM or DDA {circle ons)
Rate Description: APR

hﬁnwetumamdﬂalcssﬁngsupﬂonmgmnmmum
[ Yes Ono :

IIE.MMMMND.:

wmmhmmmmsmwmmmmmulhwmbmmmmmnmrmmmm

Notes: At our discrefion, we may change the interest rate for this account.

Additional Information:

Signstures:

insfitution Signaiure Date

V4.0 IC5 Gustomer Information Form:

08ME Rev, D3M8 Independant Bank Confidentiat Documant Paga 2 of 2



Deposit Placement Agreement

INSURED CASK RBEEP

You, fhe undamsigned, enter into this ICS Deposit Placement
{this “Agreament) with  Independent Bank

g o i e o s s
using " Cash

intarfinancsl Natwork, LLC {" . The amotmkt of your funds
thet we place in the depasit acoounts that have been estabiished for the
mummmummmmmma*m
Accounl) whl not excoed the FDIC standard mecimum deposit
insurance amount ("SMDIAY), cumenty $250,000, af any one
Destination Institution.

Woe offer placement of funds through ICB to bosinasses,
nonprofit entities, and, subject to applicable aw, public entiGes.
We may also choose to place funds through ICS for individuals
with a demonstrated need to mainfaln lerge cash balances {o.g.,
$500,000 or rors) over a 12-month pevied, You must be capable
of using, and you agres o uss, the ICS Deposiior Controf Panel
{"DCF"), an online tool described in this Agreement, to review
proposad placements and for other purposss. You also agree to
raceive notices conceming ICS deposits that may be posted on
the DCP or sent by emall,

Funde In your Deposit Accounts will be “deposits,” as defined

125 G opton and h 153 e i o s
e

Account at a Destination (rstitution In which your funds will ba
mmﬂnmmmwuamm
eccount (“DDA"). Each Deposit Account sf @ Destination
w;zmmmmhmm%mmm
option & money market deposit account ("AEIDA'
the ICS demand oplion, you sre pemitted uniimitsd withdrawals.
With the IC8 savings opfion, you are pemmited up to six
withdrawals per month.

1. Your Refationship With Us
1.4, Agercy end Custodisl Relstionship

(8) We wil act a8 your agent in placing your funds in Deposit
Accounts fwough ICS snd, under our ssparste custodial agmement
with you (the *Custodkel Agreament’), s your cusindian for the Deposit
Accounts. We will not act s your investment advisar, and we wi have
o chiigation fo advise you of altermnative investments. The Bank of New
York Mellon ("BNY Modior”) wil act a8 our eub-cusiodian, seltiement
agent, reconciliation agent, and recondkesper. BNY Mallon vill aleo sct
&8 recordkeeper for Destination Instiufions st which your Deposit

Accounts sre established, maintaining certein daposit accomnt reconds
for those Dastination insgiuiions,

(8} Each Deposk Account () vl be recorded on the records of
the Deetination Institution in tha neme of BNY Melon, s our sub-
sustodian, (i} wif be recorded on the records of BNY Melon I our
nams, a8 your cuistodian, and () wi be recordad or our records in your
name, all in a manner that will penmit the Deposit Account & be FDIC-
insured to the same extant as if you held k directly with the Destination
InsBtusion. For purposes of Arficle 8 of the Uniiorm Commarcial Coda,
we wil act as your securifies intermediary for, and wi freat a5 fnancial
assels, yow Deposit Accounts and aXl your securly enfitlements and
cher reladad intorests end aseels wilh respect © your Deposit
Accounts, and we will freat you as enfitled t axerciss the rights thet
compiias your Deposit Accounts. Allintereats that we hiold wih regpect
i your Deposit Accounts are hald by us solely as yowr securitiss
intermadiary and are not cur property. You e and wil renmiain the
ownarof all funds of yours thet we place for you firough the IG5 service
and any interest on those fimds,

{c} As further descrbed below, on each day that is not a
Saturday, & Sunday, or ancther day on which banks In New York, New
York, are suthorized or requined by faw or reguiation to cose (a
“Business Day’), our proposed aliocation of your kinds to Destination
Institufions wil be avallable to you in advance on the DCP & approve
or reject. We have enlored into an agresmsnt with Promoniory to use
the ICS service in connection with such allacaions, In using iCS, we
wil adhere fo Promoniory's policies and procedures, Promontory ks not
your egont or cuetodian, however, and | Is nol responsible for
placement of your kunds or custody of your Deposit Accounts,

1.2. Tennination of Custodial Relafionship

(s) Either you or we may Werminatn the cuskodial retaionehip
hetwoan you and us at any time. You may not transfer your Deposit
mmummmmmdesmr
custodian for e mmmmmmmmau
Deposit Account will be recorded in your name on the baoks of the
DestinaBion Insiitution. W willendeavar to carse eny such request that
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2, ¥ Depasiis at Destinstion instiutfons
2.1, The Deposit Accounts end the inforest Rate

(a) Each of your Deposit Acoounts, including the principal
baiance and the acorued inlerest, will be a deposit obligation cf fhe
Desfination instiufion st which the Dspost Aocount has besn
estabiished and wil nat be en obligation of Promontory, BNY Melion, or
us. We, as your cusiodian, wil mainteln on cor books and records,
Sither directly o with the assislance of BNY Metion, a custodial account
in which we will hold your inferests with respectf the Deposit Acoounts
(an "ICS Custodial Accounf’). We will establish for you sepevels ICS
Custodial Accourts for funds plaved using the ICS demand option and
for funds placed using the ICS sevings option. In additon, we may
pennit you to have muliipie ICS Custodial Accounts for your buginess

{b) The inferest rale for your Deposit Accounts &t Desiinaion
Mmlsonmydaynlbﬂnﬂmm;m%mmbr
them, which may be any rete (inchuding zem) and we may modify
it any iims (the "Inforost Rafe”). We may establish difiorent Interest
mnmmdmmmmmmmm
aption. We do not offer or promize you any pariculer Interest Rate. In
perficuler, we do nat promise you that an Intsrest Raie wil be any
paricular vate or that an Interest Rale that may be effactive st a given
fime will ba effeciive ot & lalor §me. Through your confined
perficipetion in ICS, you accept each applicabile Interest Rete,

{e) mmzmhmmmw%mmw
your Depoeit Accounts will accrue and compound dally at the applicable
Interest Rate and wil be crediied ie principal at least unce each month.
Payment of the full amount of all accrusd inferest with respect b a
Deposit Agcount af a Desiinaion Instiluton Wil be solely the
responsiblity of, and sclaly enforcesbis againet, that Destinafion
Ingtitution, Wo will have no indebintiness %0 you for any such amount.

{d) in accordance with federal raguiafions, for finds placed
using the ICS savings option, each Destinabion Institufion ressrves the
fight o recuire written nofica of an Intended wilhdrewal fom an MMDA
not leas than ssven days bebre the withdrawsl |5 made. The
Deethaﬂmlmmmmmmmdommm
fo axercien this right

232. Balances el Statsments

{s) On any day, ):‘uy:my mmmg.(:;
Balance’)} for each iCS Custodial Account, and your principel balance
ond accrued Interest &t sach Osefnation Insthution for each 105
cmmuﬂmmm«mhmmm

i

{b) For each ICS Custodial Account, we wil provide you with
periodic eccount statsments that include your Program Balance as of

the end of the statement period, the total inlerest you have eamed on
your Deposit Accounts during the period, the rate of retum you have
eamed on the dally average closing principal balence in your Deposit
Accounts for the period (which will be referred 1 as tho “Stafement
Peviod Yiakt'}, and your prinipal bakance st each Destination Instifulion
in which your funds are deposited as of the end of the period. You
should refain these account sfatoments.

(c) Theaccount information svallable on the DCP as described
in Secion 2.2(a), and the periodic etalements descrtbed In Section
2.2(5), will be your record of your Deposk Accounis,

Evoris

() Subjact iotha other terms and conditions of this Agresment,
and except as provided in the next subsaction, a Triggering Event for a
Program Depogit undes Schedule 1 Wi result in a fransfer of funds o
your Deposit Accounts at ICS Ssitiement te next Business Day (a
"Regeiar Progrem Deposif’).

(¢} Schedue 1 staies whether a transfer of funds © your
mmarcsmmtmu-m&mnay(a
*Same-Day Progrem Depoall’) Is svallable and, if 20, the culolf tme for
you 10 request 8 Same-Day Program Deposk (the *Same-Day Daposl?
Cutof Time’). To the extent Scheduls 1 80 provides, and subject & the
other terms and conditions of this Agresmant, a requeet thet we recelve
and accopt before the Deposit Cutof Time wil be a

Triggering Event that results in @ Same-Day Program Deposit

dspulls(d) wall'an:dmelcsaﬂwllinhm of maﬂm:’nr
%Bﬁmum EvafaTm’Euvu!;rwaPmm
Depoalt occure, we may choase not fo transler e amount to your
Deposit Accounts 10 e extent it would cause the Program Balance fo

IC6 DPA-RPHDS - Version 2015-07



exceed the mexmum amount. In acdition, we may chooss not %
transfer to the Deposit Accounts an amount that we have craditad b fie
Transaction Account, but hava not yet collecled fom a third party.

{8} Thare is no per-month limit on the number of permitied
Program Depasits,

3.3. Progrem Wihdrawels

your Deposit Accounts at ICS
mmmmnq(a'mhmwmm.ﬂ
the Triggering Event ocours on the kst Business Dey of 2 month, the
Program Withdrawel wil occur on mwmwdmm
month for purposes of the Program Withdrawal it that applies
connection with the ICS savings option.

()] m1mmmmammm
Deposit Accounts at ICS Settiement on the sameg Business Dey {a
“Seme-Day Program Wihdrawal) 's avaiiable and, if so, the culolf time
mmhmammmm(m-sﬂm-my
Wathdrawal Cutoff Tine"), To tha extent Schedule 1 0 provides, and
mummmmmdmmam
that we recsive and accept before the Same-Day Withdrawal Cutol!
Thuml:aaTrbgmlgE\mntmdmﬂchaSMamegrm

() With the ICS derand option, there is no par-mornth kmit on
tha numbes of permitied Program Withdrawals,

{d) With the ICS savings option:

) You ere permitted up to six Progrem Withdrawals per
month for an (CS Custodial Acoount. To remaln within this mit, you

MHTMEmhm&am&uuDarMh
Mammmm.onmmmm
A Reguly Withdrawal, on the next Business Day, the
TmMﬂmmhmrmﬂMMwm
Program Withdrawsls for the montf.

34, Progrem Wihdrewa! Advances; Sectaily intarest

(e} :dethduMu;mmthﬁuh
anlicipation of a Program Withdrawal, o if we otherwise decide
dltalmaﬂontﬂd\'lllt:simlsIumuhwﬂdpnlliunt'lfall"my'l'ﬂ‘?l'Ir

wwadmd.yoummhemmdﬂmoﬁmuuundmwl
rotain from the funds we vecelve et ICS Seitlement fhe =mount we have
advanced fo you,

(b} With respect to any amount fhat you owe to ug pusuant fo
Saction 3.4(a):

0 you grant us, and acknowledge that we have, a securlty
inferest in, and llmon.mDapoltAmmmly
mmmmmmmm\mm
hiofd for you as cusiodien and securities pursyant to
meMAmmmhrmemummbus.

() @ a Destinefion Insflufion falls before a2 Program
thmmmmmdmm
Withdrewal from fhe proceeds of your FDIC insurance claim fo
salisfy the amount you owe i us, and

() o the extant the amount you owe % us I not satisfed
from the Interests and assets we are holding for you: pursuant o the
Mwnmummmumymcm
dlaim, the amount remsing owed by you o us and ls paysbie on
damend.

) lf.hasepmmrouhmguﬂmnmurw
intavest in your Deposit Accounts or in any sacurity entiements or other
Intsrests or aseets relating fo your Daposit Accourts as collslors! for g
bmbmwoﬁmﬁammwﬂahhmnmﬁﬁra
Program Withdrawel, o decting th honor a debit tramsaction b the
TMMMMM:MWM«M
Mbyahmnwmaau,hlwmmmm
mﬂmw.;Pml;eBﬁnhﬁlmuhbmmnw
other amount you ayeed © mainfain In your Deposit
Accounis or t5 which the security

Account, we also may deciine © honor deblt Yansactions in fhe
MAmnmthmﬂumﬁhlnmw

35. Bvwsss Program Withdrawals

give us, In Schedule 1, an advance instruction k endeavor o resiocate
your funds from the ICS savinge option o the IGS demend option in the

mmhmm)(ammm

{b) Fyou give us a Resflocation Instruction In Schedule 1, the
Tollowing provisions wil apply:

0 Somammnotmmuﬁofdmmn
Withdrewsla for the ICS savings oplion in any two previoos months:

{A) youmayuse all six permitied Program Withdrawals
in a month, and

(B) if &n excass (saventh} Progran Withdrawal ocours
before the last Business Day of tho month, we wil sndeavor
%o reallocats af the remahing funds in your MMDAS at
Destinalion Ingtiuions fo DDAS st Destination insthuiors,
and wo wil transter © the Transaction Account any stch
funcs hot so reafiocalod,
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() ifyou have excoaded the Emit of six Program Withdrawals
for the [CE savings opfion in any fwo previous months and 8 sixth
Program Withdrawad ooours in @ month, (A) we will endeavor to
reallocate afl the remaining kmds in your MMDAs et Desfination
Insthulions to DDAs at Destinalion Insfitulions, snd we will transier
1o the Transaction Acoount any such funds not so reallonated, and
mmmwmammmmmm
option for the remainder of the month and for the next aix Sl
months, Your alighility to usa the ICS demand option will nat be
gffactad,

() | you do poi gve us @ Reallocation Instruction in
Sohedul 1, the following provisions wiE apply:

()} H you have not exceeded the Bmit of six Program
Withdrawals for the ICS savings opiion in any two pravieus monthe:

{A) youmay use afl six permitted Program Withdrawals
in 2 moxth, and

(B) ¥ anexess {seventh) Program Withdrawal oceurs
befors the last Businesa Day of the month, we will iransfer ali
the retmalning funds in your MMDAS at Destinstion insffutions
io the Transaciion Apcount.

Trensacion Account, and (B) the ICS Custodial Account wil be
ineiighle for Program Deposite for the remainder of the month and
for the next six full monthe. Your efigibity o use the ICS demand
option wil not be affecled.

{d) (alithe funds in MMDAs for an ICS Cusiodial Acoount have
baen retumed to the Transaclion Account pursuent to Section 3.5(b) or
Section 3.5(c), no Program Deposits for the ICS savings option wil
occur before the and of the month, IF, i addiion, tha ICS
Account hes become ineligiie

(@) In addiion b allocating your funda to each Destination
Instiution in an amount that is under the FDIC ineurance kmit, tha ICS
process for ellocating Program Deposlts, Prograem Withdrawals, and
funds slready on deposit reflects verious considerations, including the
next for certain Destination Institutions t mosive deposits in amounts
they have placed for thelr own customers and possible imits on the
amounis a Relafionship Insttution s authorized to place or a
amounte may change from day to day. Accordingfy, the allocation
funds takes place each Business Day.

(6) As a meult of the dally aliocation of funds in ICS and the
allocation cbjectives outiined ia Seclion 4.4{s), the set of Destination
Inatihutions fo which your funds on deposit are aliocaled on # Business
Day, and the amotuntaliocated 1o each Dastineion instttution, may differ

from & previous Businass Day's allocation. A different aliocaion may
Involve the movemend of fnds from ons Desination Inatiution o
another Deatination insBiution, sven though yox do not have a Program
DeposX or a Program Withdrawal. Such mavements of funde will not
affect any Inlerast Rete.

(e} You examisa control over the alocation of your funds
through direct contact with us and through the DCP. You am
responsibie for reviewing fhe important information we provide you-
through the DCP, i Information regarding proposed eliocations
thatwe provide each Busineas Day. In addifion, on reques! af any fime,
we will provide you with & fist of alf Destination Instiiutions,

(d) Alhough we will not aliocale your funds fo Destination
Institutions that you exclude or reject as st jorth halow, you authoriza
and consent fo the allocation of your funds a! Destinafion Instiviions
that you epprove, or do not exciude or reject, as eet farth bekw,

4.2. Destination instituion Exciusions

(2) Wewilnofafiocats your funds to any Desfination Institufion
that i on your then-effective list of exclusions from eligibility o receive
your funds twough ICS (your “{.&f of Exciusions”).

() You may enter fie name of any depasitory instiuion on
your List of Exclusions in Schedule £ to this Agreament. An exciysion
In Schedule 4 is effective when we have signed the Agreement. You
may later add exciusions fo your List of Exclsions, or sublract
exciusiona fom your List of Exchrsions, by conlacting us in a manner
we spady. If you add an exclusion in this manner, the new exciusion
will be effective within one Business Day after the first Business Day on
which we have recaivad the notice from you.

i+] If, on & Business Day, you have oulstanding deposits that

we have placed for you using Promontory's CDARS? servics, and you
Identifcation number o 12 for

pirposes of CDARS and ICS, our allocafion of your funds at Destination
Institutions jor that Business Day In ICS:

() Wil not include allocation % & Destination Instition that
immaammdammwwusmu

Mmm&ummmmm:;
N, the , F
any, that we have placed for you ot that Destination Inefitution
through CDARS, to axcead the SMDIA.

4.3. Deposior Coriral Panel

will 2ssist us in the DCP %
Schodd 310l Agrasorotption o e o
Véhen you first og In fo the DCP using tha login credantials described
In Schedule 3, you will be required %o changs your DCP usar name and

(b} You represent that you have a computer with intemet
Bcuess, an 6-mafl address, the ability to download and print information
from the DCP for your records, and the knowledgs and sxparience o
use en oning tool for the DCP functionality. in addion, you
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ecknowiedge that you wil be required to obisin end maintain ol
equipment and services neessary for access to the DOP,

4.4. Daposilor Placement Review

{a) Each Buginess Day, your aggregate principal balence that
wil ba in Deposit Acoounts st Destination Insiutions afiar that day’s
ICS Settiement wil be provisionally alloceded to Destination Insttitlons.
The amount allocated will reflect your Progrem Balance s of the last
ICS Seftiement, plus any Progrem DeposK that wil occur at the day’s
ICS Settiement, minus any Program Wikhdrewal that will oceur at the
day's ICS Settlement, The slocation may provide that praviously-
deposited funds Wil be removed from one or more Destinetion
Inetiiirtions and deposled in one or more other Destination instifuiions.

(b)  ARer ths provisional allocation ocours on a Business Dey,
but befora it becomes final ot the day's ICS Settlement, Depostior
Placement Review ("DPRY) will occur through the DCP. Even | a
Destinetion instttufion is not on your List of Exclesions, the final
aliocation that day wil not sflocate your funds $o  Destination Inaiusion
at ICS Settiement if you reject it durdng DPR through the DCP. The
Intial DPR time period is sat forth in Schedule 3. We may change te
DPR pariod by posting advance nofice of the changs on the DCP, Your
rejeciion of 2 Destnalion Instilution wi be effective only If you submit
K, a8 spacifiad In the DCP, before DPR ends,

() InDPFR, youwsl see ajistof Destinalion Insliturtions fo which
your funds ere proposed 1o be allocated st ICS Settiement later that day
{the “Proposed Placament List), reflecting the provisional nilocation of
.all your funds, inckuding funds that wik be moved from one Destination
insfution to another Destination Institufion, The Proposed Placement
List will include the principal balance afiosted to each Destinafion
Instiution, fyou reviewthe Proposad Placement List, and you cick the
approval button or you do not reject any of the Destination Institufions
on the kst, you will be approving the proposad aliocafion and your funds
wil be allocatad in accondance with ths at,

() ¥ you rejact any of the Destination Inefitutions on the
Proposed Piacement List, you wil be approving sliocstion 1o
Destination Institutions on the list that you do not reject. Afler entering
rejections, if suficlent tme remains 1 DPR, you will have ihe
opportunity o review a ist of other Destination Insttuions o which your
funds coud be allocated (the "Amats Piscement Lisf). If you click
the approval bition for the AMemate Placement List, or you do not rejoct
any of the Destingtion Instiutions on &, you wil be approving the
ocation of your funds to any of the Ested Destination institutions. If
yousejact any of the Desfination Inefiitions on the Allemate Placoment
List, you wit ba appruving alocaion to lisled Destination instilutions
that you do not reject. Youwr furds may be slloceted to any combination
of Destination insiutions on the Froposed Placsment List and the
Alierste Placement List that you do not reject.

(e) ¥the provisional akocation an a Business Day would msult
in funds of yours currently at one DesSinafion InsSitulion being moved fo
enother Dastinalion Instituion snd you reject the other Desination
hdﬁ:ﬁnnhDPRMMme.mmmnotmly
rernain &t the Exst Destination Instition. The finds wil bs aflocated to
& Destinafion insiufion that you do not reject or retned o the
Transaction Account.

() A Dastinafion Insthution that you reject in DPR wll also be
added to your List of Exdlusions, for purposes of futurs affocations,
ﬁmmmwmmmmmmmm

DPR, may increase the chanes that funds wil not be allocated. i funds
not yet transfemed fo your Deposit Accounts are not aocated o &
Destinaion insfituion on a Business Day, the kmds will ramain In the
Transaction Account If fnds previously transiemed %o fhe Deposit
Accounts are nof ellocated fo a Desination Instfuion on & Business
Day, the funds will be retumed to the Transaction Account,

5. EDIC insuraocs Considerations
§.1. Deposk insurance Covorage

() You may oblain information about FOIC depost insirance
mwmmmwmam.ﬁnm«bymm
the FDIC by lefter, smal, or telophone. AN youwr depositn st &
acting dmltly m&?% wil be 5"‘"?'&:

or o apgregaled
purposes of the SMDIA. You should add 10 your List of Exclusions any
FDIC-insured depository institulion at which you have other depositz I
the same inewable capacity. Insurable oapackies Incisde Individusl
accoums, joint accounts, and indhvidual refrement accounts, Separsia
ool e It or i
Goverage, and & separaie taxpayer §
ot necessarlly svidence or establish @ separaie insurable capacity. It
Is your obligation 4 dedormine whether fnds we am placing for you
through ICS are maintained In separate insurable capaciies. Wo may
mmmﬁmmwmn“m#rMmg
understanding thet you are not depositing placement u
mare than one TN In the same incurable capacity.

(b} Your depasits in the Transaction Account, aions or when
eggregaied with your other deposlis with us in the sama hsurable
capacily, may exceed the SMOIA, Schedula 2 describes meesures you
shoukl take X you cannot accept risks associaled with uninsured
teposits in the Transaction Account.

(G _The requirements for FDIC deposit insurence coverage of
B et o ke ot
Columbia, and the Commonwealth of Puerin Rico are set forth In FDIC

responsible for uninsured losses resulting fom the
placement of depoaits that ane not eligible for deposit insurance.

{d} The records maintained for us by BNY Mallon reganting

Sobily 1 Aepec poe st s T o

insurance coverage, TN T

Immediaaly repoit to us any changes in ownership informaion. We wil

inform BNY Mellon of any such changes so that it will have accurete

informetion to provids 1 the FDIC if @ Desination Inaitution falls. The
FDIC cowid also require you o provide additional documentsion.
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5.2. Deposit insurance Peyments

{8) I depoat insurance payments become necessary for one
of your Deposit Accounts, the FDIC is required fo pay the principal
amount plus accrued interest ko the dale of the tosing of the Destinafion
Ingiution, ae prescribed by law, subject to the SMDIA, No inkerest is
eamed on deposits from the #me a Destinafion Institution closes Ltk
hmmmmmm.nmﬁmmﬁwam
inewsnce payment, the FDIC mey fanafer the deposis of an insolvent
insfitution 1o a solvant inslitulion. The soivent inséitution may change
the interest rate on a daposi, subject to your right to withdraw the funds.

{b} Wo wil nofify you If we receive a deposit insurence payment
from the FDIC with respact %0 your Deposit Account at a faled
Destination Institution. Should we raceiva a depositinsursnce payment
with respact lo your Depasit Account et a faled Deslination Institution,
we Wil piace the smount of the payment in one or mom Deposft
Amounhlﬂnmmsﬁhﬂmpuwtbmmm
procedures set forth In this Agreement, subject to the othar tama and
conditions of this Agresment, including Section 3.4,

(c) Ingeneral, i an insured deposiinry inetitution ks ciosed, the
FDIC s required by low to pay the insured deposlis “as soon as
posaitie,” efther by cesh or by transfaring the deposit to a new insured
deposifory insftution. It Is possible, however, at en Insurance
payment coukd be delayed. We will not be obligaled o make any
payment ko you in safisfaciion of & joss you might Incut as & result of a
delay in an insurance payment, and we will not be obligated to advance
funds with respect to any such payment.

53. fo Monfor Available
Responabity Deposits; Publcly

{8) You ars responsible for monitoring the tols! amount of funds
In your Deposkt Accounts at each Deslination Insiiution in each
insurable capacily to detsrmine the exient of FDIC depost Insurence
tovarage avallable fo you for deposits af thal Deslingtion insiution,
You should confirm that each allocation of your finds o Destination
:mmammwmmmmmwm
the DCP and viewing the aflocation, cognizing thet the funds coukd be
aflocated to different Destination institutions on any Business Day.

(b) Publicly avellable financial information conceming the
Destination Insitutions can be obtained by you at the wabsils of the
mmmumwmma
. ichome.aspx,

{a) We may parficloelw in the ICS sarvios trough one or both
of two dilferent forma of tha aanvce, When we place your finds uging
IG5 Reciprocal®™, we wil receive maiching funda placed by other
parficipaling Institutions for thelr customers and poy a fes fo
Promontory, When we place your funds using ICS® One-Way™, we
vl not recelve maiching funds placed by offier participating inslitutions
hmm«maﬁnmm.hnmaﬂm
may receiva fees from Desiination Insfiutions In conneclion with funds
placed. The faes may be difieent for difierant Destination Inetitutions.

{t) The intereat you receivs on your Daposit Accounts wil be
eamad af the applicable interest Rate, whetfier we use IGS Raciprocal
or ICS One-Way In placing your funds. The inierest Reie may be
different depending on which form of ICS we use, In ICS
the fes we pay to Promontory may affoct the appiicable Interest Rate,
In ICS One-Way, fess paid by Destinafion Insthulions o s or fo
nmm,wmmwadmmmwmm
request funds, may affect the intorest Rale. We will not collect 2 foe
from you for the placament of your kands through ICS.

(c) Schedule 4 inchxdes two baxes relating to which form of the
Icsmmmunhmneqﬂunﬂhthepbwmdmm
lfywdndthﬁmtnfﬂmtmbom.wemm!csm
iC8 One-Way, or both. We wil not b cbligeted o inform you of the
Interest Rats that might be avaliable using the other form, and we mey
oloct a form of ICS that provides grester benefits o us. If you cheok
the sacond of these two boxes, we may vse only ICS Recirocal In
connaction with the placoment of your funds.

(d} if you sre subjact ko resticions on the piacement of your
funds 2t depoaiiory insituions, you are rasponsibva for determining
whelher the placement of your funds #wough ICS, In actordance with
Schedufo 4, salisfies the restrictions.

6.2 Compare Rales

(s) We ere not advieing you regarding alarnative Invesiments,
and you are responsibls for comparing the rales of retum end ofher
featrss of your Deposit Accounts to ofher avaiabls degost sccounts,
mm&g«mmmmmm;nmm
funds \

{v) An applicable Interest Raie for your Depoalt Accounts may
be higher or lowar than inferest rajes on comparable deposits avallsbie
directly from us, from #ie Destination Instiutions that establish your
Depoeit Accounts, irom other Destination Instufions, or from instrad
dapository institutions that are not Destinaion Insfiulions, VWithout
imiting the foregoing, en interest Raie may be lower than an intsreat
rate establishod for another customer far which finds ane being placed
ora cost-oi-finds rats for a Destinalion efiution.

offer us and non-cash
okt LT o T
connechion wit our placement of funds.

83 mmmmmmw

e fck by ot e, Prvmria e e
our or
m“fym adminstative convenloncs, rduciion of costs, and
enhzncement of profis.

{b) Pmmmihﬂnlcsbmmym
memm payments I:I%m
yrmenks by other participating institutions, reflecting the diffssnce
Emiﬂmmmmmmmnm
2 which the receiving Institution would ofherwise pay Inferest,

{0} 1 we were tp bacome insoivert, the FOIC could transfer
custody of your Deposit Accounts ¥ @ new custodian that pariicipales
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in|CS. Altamatively, you could elect to estabish your Deposit Accounts
diractly with the Destination insiitutions or you could efect to have the
funda In your Daposit Acoounts refurnad fo you.

64. Muiual Institution Voling and Subscription Rights

() Your fundle may be placed in a Deposit Account of a
Destination Institufion that is in the mutuat form of organization. Such
aDapasit Account wik be Mentified on the boaks of the mutusl knstitution
in the name of the sub-cusindian and not In your name. The sub-
custodian will not atlend or vote at any meefing of fhe depoeitor
members of & mulual instltion, or exsrciee any subscripfion rights in a
mrutusl ingution's mutial-io-stock conversion, efther on it own bahalf
or on your befial, You hereby walve any right you may have to atiend
or vote &f any meeling of the depositor members, or to receive or
euxsroise any subscription rights you may heve in the event that the
mitual insiiution converts from mutual to stock form, even If you heid a
Deapasit Account a2 of en appicabla record date,

{b)  iFwe recelve from the sub-custodian nofice of & meeling of
deposiior members of a mutusl instiution or ofher materizls or
information relating & a mutual instiution’s mutual-to-stock conversion,
we may forward such nofics, mabarials, or information 1o you, If you
wish to receive such nolice, marerlals, or informalion directly from the
mulssl insGtufion, atiend of vole ot any meating of the deposiior
members of the mutual instfifion, or receive subsciipion rights i the
event the mufual insStuion converts from mutual & slock form, you
must dismiss us es custodizn before the applicable record dale (a date
thal [s usually of loast one year i advance of the dale the motual
Insiitution’s board of directors adopts & plan of conversion) and have
your ewnership of the Deposit Account recorded Jn your name directly
on the books of the mutal Insfitution.

7. Ofher Provisions
7.1. Reloase and Use of identiying information

{a) You consent o our providing your name, TIN or othar
siphanumeric identifier, and other identitying inkrmation ("idenfifying
informetion”) to BNY Mellon, Promontory, end ofher parfies providng
servicea in connection with IS (sach a *Senvice Provider”). A Service
Provider may use the Ideniifying Information only In conneciion with is
provision of senvices relating to ICS. Wa or & Service Provider mey sfso
provida ideniifying information to a Destination institufion, but will do so
only fo the extent necessary to comply with a request by you or your
agent or to comply with applicabia iaw, In addifion, we or a Service
Provider may provide identifying Information to the FDIC in connaclion
i & deposit insuranos clalm.

{8} Wewiinot provide iderfifying Information {0 any other pary
undess we: determine that ()} we are required by appiicable law to do so
or (i) we are permitiad by applicabla law 10 do g0 and have reasonshla
grounds bo do so o protact otr own legal or business interasts or the
logal or txiginess intesests of Promontory or BNY Mellon. Promontary
may use and dieciose informalion regarding sgorenated activity of ICS
deposiions, provided X does not use or disclise any identifying
Information i 8 manner contrary fo fhis Secion 7.1.

72. Lisbiiy and Dispue Resaiution

your funds fhrough ICS at
Destinalion inséiution that is i subject of a then-affective oxckmion on
your List of Exciusions, st any Destinalion Insttuion that is the subject
nmembﬁmbyyw!hﬁmdhwms
Seilemant, In an ICS placement at 4 Destination Instiion under &
singis TIN Jn 2n amount that mxcesds tha SMDIA, or h a menner that
violates Seclon 4.2(c). IF ALL OR PART OF YOUR DEPOST AT A
DESTINATION INSTITUTION 1S UNINSURED BECAUSE OF OUR FALURE TO
FULFILL THESE RESPONSIBILIFIES, AND IF THE DESTINATION INSTITUTION
FAILS AND YOU DO NOT QTHERWISE RESOVER THE UNINSURED PORTION, WE
WiLL REMBUREE YOU FOR YOUR DOCUMENTED LOSS OF THE UNINSURED
PORTION,

() SuBMECT TO OUR REMEURSEMENT CBLIGATION W THE
PRECEDING SUBSECTION, AND EXCEPT AS MAY BE GTHERWISE REQUIRED BY
APPLICASLE LAW, WE WEL NOT BE LIABLE, AND IN ND EVENT WAL
PROMONTORY OR BNY MELLON BE LIABLE, TO YOU OR TO ANY THIRD PARTY

CONNECTION WITH THiS AGREEMENT. WITHOUT LIMITING THE FOREGOING,
WE, PROMONTORY, AND BNY MELLON WALE NOT HAVE ANY LIABILITY TO YOU
OR ANY THRD PARTY FOR: () ANY LOSS ARISING OUT OF OR RELATNS TO A
CAUSE OVER WHICH WE DO NOT HAVE DIRECT CONTROL, INGLUDING THE
FALURE OF ELECTRONIC OR MECHANICAL EQUIPMENT OR COMMUMCATION
LINES, TELEPHONE OR OTHER INTERCONNECT PROGLEMS, UINAUTHORIZED
ACCESS, THEFT, OPERATOR ERRORS, GOVERNMENT RESTRICTIONS, OR
FORCE MAJEURE (£.6., EARTHOUAKE, FLOOD, SEVERE OR EXTRAORDINARY
WEATHER CONDITIONS, NATURAL DISASTERS OR OTHER ACT OF GOD, FiRt,
ACTE OF WAR, TERRORIST ATTACKS, INSURRECTION, RIOT, STRIXES, LABOR
DISPUTES DR GIMIAR PROBLEMS, ACCIDENT, ACTION OF GOVERMMENT,
COMMUMICATIONS, SYSTEM OR POWER FALURES, OR EQUPMENT OR
BOFTWARE MALFUNCTION), (W) DELAY INANY FDIC INSURANCE PAYMENT, (81)
THE FINANCIAL CONDITION OF ANY DESTWATION INSTITUTION OR THE
ACCURACY OF ANV FINANCIAL WFORMATION ABOUT ANY DEsTRATION
INSTIUTION, OR (V) ANY SPECIAL, INDIRECT, FUNITIVE, INGIDENTAL, OR
CONSECUENTIAL DAMAGES (INCLUDING LOST PROFITS).

(c) ANY DISPUTES ARIBING OUIT OF OR IN CONNECTION WITH THIS
AGREEMENT Wil BE OOVERNED BY THE DISPUTE RESOLUTION,
ARBITRATION, CHOICE OF LAW, VENUE, WAIVER OF JURY TRIAL, AND COBTS
RELATED TO DISPUTES PROVESIONS, IF ANY, GONTAINED IN YOUR CUSTODIAL

73. MisceBanwous

!S:) m“:thg ﬂnmdmwmsm
youz and us o any
other matler hereln, supersedas prior agreements, understandings,
negoliations, representasions, and proposals,

any matier herotn, and may not be amended by sy orel representation
mede or oral egreement naached after the axecution of this Agreement.

{b) Either party may Jerminate this Agresment on writian notice
fo the other, but the obligaiions of both parties wil survive with regpect
to any fnds deposiied at the fime of terminalion, |n addition, the
provisions of this Section 7 will survive terminalion.
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(c) Schedules 1, 2 3, and 4 {each a "Scheduis”) are
Incorporated int» and made part of his Agreement. We may amend
this Agreement, inclieding any Schedule, prospsciively by giving you
waitten nofice of the amendment at least fourteen {14) days belore he
effective dats of the amendment, which will be speciied in e
amendment. We may provide writien notice of the amendmsnt by
means of 2 posting on the DCF, an entry on your scoount statemert,
on omai massage, or & printed lettor.

(d) This Agreement may not be assigned, in whole or in part,
by elther party except by operation of Law or as required by appicable
law, and any purported aseignment in violation hareof Is woid,

(6) The headings in this Agreament are not imtended o
describ, inlerpred, define, or it the scops or infent of this Agreement
or any claisse hareof, The term “appiicabls law” refers to af appiicable
stztutes, rules, reguiations, and juciclal orders, whether fadaral, siate,
or looal. The term "including” does nof imply excusion, The termm
“month” refers o the calondar month,

By below, you (a5 Depositor) and we (es Relafionship Institution fo ba iegally bound by this ICS Daposit Placament Agraement, sffeciive
ﬂ;nbxu‘gmdwehmﬂmeﬂ HMT@ME&MMMWﬁM“&MMMQﬂMWM
ﬁnﬂahmDMAmmthmemhMMpm.

RELATIONSHIP INSTITUTION
Instiution name: _Independent Bank

Signatrs:

Neme and tile of euthorized signatory:

Dete sigred;

SOLE OR PRIMARY DEPOSITOR
Depoeltor name: North Texss Groundwater ConservationDis

N d fitle of autharized ) not individuel):
" Ronel Voun, Pkt

TIM or oth etic identifier z
Deposlor asot 8- aiphanumerc {end type)
edoo g @lk<.d .cpq

ADDITIONAL DEPOSITOR(S) IF JOINT ACCOUNT
Depositor name: North Texas Groundwater Conesrvation Dis

oz TIN or oth ic idengfier (and type):
Daposiior TIN or ather alphanumeric er (and type):

Ronne

Emall address: -lmm.dﬁ_asubaz%mhem

Date signed:
(Add signature lines as needed.)
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(c) Scheduies 1, 2, 3, and 4 (esch a “Sohedid”) ere
Incorporated info and mada part of fis Agresment. We may amend
this Agresment, including any Schedule, prospectively by giving you
wnitien notice of the amendment at lsast fourteen (14) days before the
effeclive date of the amendment, which wil ba specified I the
amendment. We may provide written nolice of the amendment by
meens ¢f a posting on the CCP, an entry on your account stetemant,
on emall message, or 8 printed lettar,

By sigring below, you {23 Depositor) and we (as Relalionship Inatitufion) agree f0 be legally bound by thés ICS Deposlt Placsment Agrecment,

{d) This Agresment may not be assigned, in whole or in part,
by eithar party sxcept by operation of lew o s required by applicable
law, and any purperied assignment in violation hereof is void,

{e) The hewdings In this Agresment are not intended to
describe, interpred, define, or fimit the scopa or intent of this Agreement
o any cleuse hereof. The term "appiicable law” refers to el applicable
statutes, rulea, reguistions, and juiclal ordars, whether fxdaral, ateln,
or bcal The tvm “including” does not imply exclusion, The ferm
“moath” refers fo the calandar month,

effeciive

when you &nd we have signed it. 1f fhe Transaction Acoount i & joint acoount, each owner of the Transaction Account must sign this Agreement, and
funds in your Dapasit Accounts will be held in the same joint ownership capacity.

RELATIONSHIP INSTITUTION
Ingfitution name; _independent Bank

Signslure:

Narwe and Bk of authorized signatory:

Dale signed:

SOLE OR PRIMARY DEPOSITOR
Depositor name: North Texas Groundwgier Conservation Dis
Signature:

Name and {itie of authorized signatory (f not individual):
Roneld Young, President

siior TIN or other merk Identfiar (and type):
Depo ur3 alphany r{and fype):

Emell address: g& 7] Iksgd .c%g

Date signad:

ADDITIONAL DEPOSITOR(S) IF JOINT ACCOUNT
Daposiior name: North Texes Groundwaler ConsgrvationDis

Dapositor TIN or other siphanumeric kKantiler (and type):
300593873

poanie

Allen

enaasess:  bnicht @ nordhapllinsud . com

Dato signed:
{Add signarture Ines s naaded )
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{© Schedules 1, 2 3, and 4 (each a “Schaduie} am
hmrpnmhdkloarﬂmdepa!nimm[t. We may amend
Agresment, including any Schedule, prospectively by ghing you
mmummmumm(mmmm
effective date of the amendment, which will be specified in the
We may provide waitten notice of the amendment by
meaw of a posting on the DCP, an entry on your account statemant,
an smail messags, or & prinked letier,

g

é

() This Agreement may not be assignad, in whols or in pert,
byeﬁaerpalymmptbyopnlonolhworamqwedhyappm
lew, and any purpariad assipnment in violation hargef ke vold,

{e) The headings in tis Agreement are not intsnded fo
Gaseribe, Interpref, dedine, or limit the scopa o intant of this Agresment
or any clausa heraof. The term "applicable lsw” refers fo aff appicable
stetutes, rules, mgulations, and judicial ondars, whether federal, steds,
or bcal. The term “inciuding” doss not imply exclusion. The ferm
“month” refers to the calendar monith.

Bymbdw.M(ﬂlDepm’br)mdwe(asmbhﬁuﬁm)mbhmﬂymwmmmmmm
when you and we fvave signed It nmnmwsaﬁmmqummmmmmmm
funds in your Deposit Accounts will ba held in the same joint ownership capacily.

RELATIONSHIP INSTITUTION

Insttution name:  Independent Bank
Signalure;

Name and fife of sutiorized signatory:

Date signed:

mm%dws@mﬁrmmm
Bonaid Young, Preaident

Deposiior TN or afher elphanumeric kentiier (and type):
S00593873

Emall address: gn& <] Iksu.d.gg

Dale signed:

ADDITIONAL DEPOSITOR(S) IF JOINT ACCOUNT

Depositor neme: North Yexas Groundwaler Conservaion Dis

i Slgnature:
TIN or cther identiier (and type):

Deposttor 36?3 aiphanumeric (and type)

Rmn (4

Over”

Emal address: dgcc(__am:lﬂagsgccﬂ.or_q

Dede signed:
{Add signsture knos as needed.)
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Custodial Agreement

Custodial Agraement

You, the undersigned, enter irdo this Custodied Agreement (this “Agroement) with  Indepsndent Bank ("we" or "us").

1 nmaumwswmywMm(mm'nmmmnwwmummmmuwm
mmmnmmemmam,mmquMwmumm
inatitutions pursuant o the CDARS Deposit Placement Agresmentor  the ICS Deposit Place ment Agreement for fuds of yours placed through
CDARS',mecarﬂlcatenfnepodtmmmmW.NW.MWMWGM(MM‘MMN
ﬂmmmwmmmmmmmmummmm.m'wsm.
mmamhwmmmmmmmmmmmmwwmmmdmmw
IC8 cusiodial ancounts that we maintaln for vou.

2. As your custodian, we may () cause your Daposit Accounts o be titled in our name of In the name of our sub-cusiodian, (i) collact for your
account ol interest and other payments of income or principal pertaining o your Deposk Accounts, () endorse on your behad f any check or other
instrument received for your account thet requiras endorasment, (v) deposit your fnds In, or vithdraw your funds from, your D epoelt Acoounts in
acsordance with your instructions, {v) deliver or fransfer funds frm another scconnt with us i your Deposlt Accounis or deliver or transfer fands fiom
mmmmmmmushmmmmmhwmmamﬁmmmw
wwmmmmmmmmmmmmm.mmbuummﬂemmw
all appropriate recsipts and releases and other instroments, including whatever cerfificates may be required from custodians or may be necessary fo
om:mmmwwmmmwmmﬂumummwmunmmmmnmmmm
nacessary to affactuate the purposas of this Agreement,

3, For purposes of Article B of the Uniform Commarcial Code as adopied in _the State of Texas e UCC), we willacta s your
seaurities lntermediary for, and will ireef 23 financial assets, any Deposit Accounts and Related Enéements that we hold for You pursuant t t his
Agreement. The Custodial Account wilf constitute a securitias account, as defined in the UCC.

4 Wemaywn'ﬂymdemm.mmmm,mm.aMMGMbgdm
fat we beliave (correctly or othe rwise) to he valid. We may notify you of such process by talph one, slectronicaly, of in writing. 1f we: are not fully

5. wemaymwmpmummm.mm«wmma«mumawumm«m
office of our agent (inchuding locations cther than where the fun de, Facords, or property sought is held), ever i the law requ lres parsonal delivery at
e office where your account or veconds are mainteined.

6. %vmhawmlabmybwubrwmawumﬂnbyuahmmmmYouaamiomarrﬂyuand
wmmmmuumﬂmmmmswmmwm).mmmm«mm
good-iafth act or omission by us in connection with this Agreement or compliance with any legal p rocess relating o the Custadial Account that we
bellave {comectly or otherwise) ka be valld. You agres to pay any service charges fhiat we Impuse on the Custodial Account:

7. You may be an Individual In an individual capacity, more thian one Individusl In & joint capacity, or a trust, partnesship, comorefion, or ofer
;gdmﬂy. We may acoept elructions on your behalf from any individusl who signs this Agreament as oron behatf of 2 Deposlor and from any of

4

| Name THa or Legal Capacity

Ronaid Young President

Thomas Smith Commitiss Mamber
| Legle Knight Secrefary =~ |
| DrewSatterwhile _GeneriMenager |
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Byﬁgﬂnghhmyauwmwhbebgeﬂybwndhyhh&mwwm

RELATIONSHIP INSTITUTION

Signature; Signature: Ronsiie

Name and title of authorized signatory; Nmmdﬂﬂ:ﬁﬁﬂnﬁedmmmlmm
Ronakd Young, President

Date ; TIN or ath ric ientifier (and fype):

simed Depugm-i15 or other aphanume {and fype)
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By signing below, you and we agree to be legally bound by this Cusiodial Agresment.

RELATIONSHIP INSTITUTION SOLE OR PRIMARY DEPOSITOR

Inetiution name: independent Bank Depositor name:

Signalire: Signalure:

Name and tifa of authorized signatory: Namaﬂﬁbufmhbdﬁgnahwﬂfnotmmn:
RBeneld Young, President

Data signed: Deposltor TIN or other alphanumaric identifier {and type):

300593673

Emai addross: J;,M_Lk&d.;xj_

Dats signed:

ADDITIONAL DEPOSITOR(S) IF JOINT ACCOUNT

Depositor name: North Texes Groundwater Consrvation Dis
Signature;

Alen

TIN or other ic idenffier (and
Depo;lbr nta tilphanumeric or (and typa):

matstanes Qlnichln por-theellin sud . com
Date signed:
{Add signature ines as needed.)
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By signing below, you and we agree to be legally bound by tis Cuetodlal Agreemset.

RELATIONSHIP INSTITUTION
instituion name: Independan Bank

Signature;

Name and tile of authorized signatory:

Date signed:

Shndmu: fdlﬂ'z'
Neme and tile of authorized signatory (f not individual)
Ranaid Young. President

sitor TIN or other alphenumark: Identifer (and :
Depa 0;3 alp {and type).
Date simed:
ADDITIONAL DEPOSITOR(S) IF JOINT ACCOUNT

Daposier name:  North Texas Groundwater Conservaion Dis
Signatire: Dres

Depastor TIN or other alphanuemeric Identiier (and type):
30-0503873
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CONSERVATION
DISTRICT

NORTH TEXAS
E G GROUNDHATER AGENDA COMMUNICATION

DATE: September 6, 2018

SUBJECT: AGENDA ITEM NO. 8

CONSIDER AND ACT UPON UPDATING THE DISTRICT’S INVESTMENT STRATEGY

ISSUE
Consider and act upon modifying the current investment strategy now that we have opened a TexStar account.

BACKGROUND
The District currently has an Index and Checking account with Independent Bank. At the last meeting, the Board

authorized the opening of an account with TexStar. Previously, the Board has approved the following
Investment Strategy which is consistent with our Investment and Fund Balance Policies:

Strive to maintain the checking account balance to $50,000 {approximately 1 month of expenditures} and keep a
minimum of 5285,000 (Unassigned Fund Balance + 2 months expenditures) in the index fund. Place the
remainder of District funds into FDIC insured or collateralized CDs. Strive to keep CD balances ciose to equal
amounts in 6 and 12 month maturity increments.

This is a conservative investment strategy that helped us yield substantiaily more interest income than we were
earning previously.

CONSIDERATIONS
Now that the District has opened a TexStar account, the staff is proposing to use TexStar and the index fund

interchangeably. Staff proposes to hold funds in the account with the highest interest rate, moving the funds
when appropriate. TexStar, similar to the Index Fund, is liquid and currently bears more interest earnings than

the Index Fund at this time.

STAFF RECOMMENDATIONS
The staff recommends the amendments to the strategy outlined in the considerations section of this memo,

PREPARED AND SUBMITTED BY: SUBMITTED BY:

Drew Satterwhite, General Manager Debi Atkins, Finarfce Officer
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NORTH TEXAS
gngggggggﬁgg AGENDA COMMUNICATION

DISTRICT
DATE: September 6, 2018
SUBJECT: AGENDA ITEM NO. 9

CONSIDER AND ACT UPON SOLICITED PROPOSALS AUDIT SERVICES

ISSUE
Consider and act upon solicited proposals for audit services.

BACKGROUND

For the last 5-years, the District has engaged the auditing firm Hankins, Eastup, Deaton, Tonn & Seay to perform
auditing services for the District. Due to their 5-year proposal term being complete, the Board directed the staff
to solicit for proposals for audit services at the May 2018 meeting.

The staff subsequently solicited for proposals which were due on August 1, 2018. Below, is a cost summary of
the four proposals.

North Texas GCD Audit Proposal Summary
2018 2019 2020 2021 2022 Total
Hankins Eastup Deaton  $5,500.00 $5,500.00 $5,600.00 $5,700.00 $5,800.00 $28,100.00
McClanahan and Holmes  $5,400.00 $5,535.00 $5,673.38 $5,815.21 $5,960.59 $28,384.18
Rutherford Taylor& CO  $5,950.00 $6,158.25 $6,373.79 $6,596.87 $6,827.76 $31,906.67
Lafollett & Abbott $6,170.00 $6,370.00 $6,480.00 $6,690.00 $6,900.00 $32,610.00

CONSIDERATIONS
The District can select any of the four firms who submitted proposals.

STAFF RECOMMENDATIONS
The staff requests direction from the Board on this matter.

ATTACHMENT
Proposals

PREPARED AND SUBMITTED BY: SUBMITTED BY:

S L—

Drew Satterwhite, General Manager Debi Atkins, Findnice Officer




PROPOSAL FOR INDEPENDENT AUDIT SERVICES
FOR
NORTH TEXAS
GROUNDWATER CONSERVATION DISTRICT
FOR THE YEAR ENDING DECEMBER 31, 2018

SUBMITTED BY
HANKINS, EASTUP, DEATON, TONN & SEAY
A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS
902 N. LOCUST
P.O. BOX 977
DENTON, TEXAS 76202
(940) 387-8563

CONTACT PERSON: CARL DEATON

JULY 5, 2018
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902 NORTH LOCUST

Members:
0. BOX 977
AMgfgﬁgsﬁaﬂcE . HANKINS, EASTUP, DEATON, DENTcr;n?, TX 76202-0977
ACCOUNTANTS TONN & SEAY e
TEXAS SOCIETY OF CERTIFIED A PROFESSIONAL CORPORATION Fax (340} 383-4746
EESACEENRD CERTIFIED PUBLIC ACCOUNTANTS

July 5, 2018

Board of Directors
North Texas Groundwater Conservation District
Denison, Texas 75020

Members of the Board:

We are pleased to submit to you this proposal for independent audit services for the North
Texas Groundwater Conservation District (the “District”) for the year ending December 31,

2018.

We feel that Hankins, Eastup, Deaton, Tonn & Seay, PC is uniquely qualified to serve the
District as its independent auditors. We currently serve as the independent auditors for
North Texas Groundwater Conservation District and are familiar with its operations. We
also currently serve as the independent auditors for Greater Texoma Utility Authority and
understand the relationship between NTGCD and GTUA. We also serve as independent
auditors for Argyle Water Supply Corporation, Cross Timbers Water Supply Corporation,
Bolivar Water Supply Corporation, Clear Creek Watershed Authority, Denton County
Emergency Services District #1, and for several cities and towns including the Town of
Double Oak, City of Lake Dailas, Town of Hickory Creek, Town of Ponder, and the City
of Paradise. Some of these local government entities have water and/or sewer

operations.

We serve as independent auditors for almost thirty school districts including Sherman,
ISD, 8 and S Consolidated ISD, Anna ISD, Tom Bean ISD, Denton ISD, Sanger ISD,
Pilot Point ISD, Lindsay I1SD, Krum ISD, Ponder ISD and Valley View ISD. We audit
many local nonprofit organizations in the Denton County area, and two county tax
appraisal districts. Our diverse group of audit clients provides us the experience to assist
you as your district faces new challenges and future growth. Our firm size allows us to
provide the service and dedicated support you need.

Our staffing sets us apart from other firms. The proposed audit team includes two
partners who will be assigned to your audit. One partner will be at your location and will
perform all of the fieldwork. The second partner will be involved in planning and will be the
in-house reviewer of the audit results and audit report. This level of experience on your
audit team minimizes the disruption of your accounting staff during the audit, as
inexperienced staff are not assigned to the audit, and also provides a resource for the
District throughout the year.

We take pride in being a firm that pays attention to detail. Debi Atkins can confirm to you
that we have examined detail and/or asked questions in both the NTGCD audit and the



GTUA audit that had not been addressed or asked in audits prior to our engagement.

The purpose of our engagement will be to audit the basic financial statements of the
District as of and for the year ending December 31, 2018. Other information
accompanying the basic financial statements will be subject to the auditing procedures
applied in the audit of the basic financial statements, except for Management’s Discussion
and Analysis, which will be unaudited.

Our audit wili be conducted in accordance with auditing standards generally accepted in
the United States of America and the standards for financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States
and will include tests of the accounting records of the District and such other procedures
as we consider necessary to enable us to express an unqualified opinion that the financial
statements are fairly presented, in all material respects, in conformity with accounting
principles generally accepted in the United States of America, and also to report on the
District's compiiance with laws and regulations and on internal controls as required under
Government Auditing Standards. If our opinion is other than unqualified, we will discuss
the reasons therefore with you in advance. Our auditing procedures wili include tests of
documentary evidence supporting the transactions recorded in the accounts, and may
include direct confirmation of receivables and certain other assets and liabilities by
correspondence with creditors and financial institutions. We will request written
representations from your attorneys as part of the engagement, and they may bill you for
responding to this inquiry.

At the conclusion of our audit, we will also request certain written representations from you
about the financial statements and related matters. Such representations will include
matters relating to compliance with state and local laws and regulations.

An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; therefore, our audit will involve judgment about the
number of transactions to be examined and the areas to be tested. Also, we will plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. However, because of the concept of reasonable
assurance and because we will not perform a detailed examination of ail transactions,
there is a risk that material errors, irregularities, or illegal acts, including fraud or
defalcations, may exist and not be detected by us.

It is our understanding that you will provide us with the basic information required for our
audit and that you are responsible for the accuracy and completeness of that information.
We will advise you about accounting principles and assist you by preparing the financial
statements included in the audit report, but the responsibility for the financial statements
remains with you. This responsibility includes the maintenance of adequate records and
related controls relevant to an audit of financial statements, the selection and application of
appropriate accounting principles, and the safeguarding of assets.

Because, in addition to our report on the basic financial statements, the scope of the
engagement includes an audit in accordance with Government Auditing Standards we are
required to issue a report on compliance with federal and state/local laws and regulations,
including legal compliance, and on your system of internal control. This report may be
accompanied by observations (findings) on your compliance or on your system of internal
control, if the results of our audit procedures require such observations or reporting of



questioned costs.

We will maintain the audit documentation for a minimum of five years from the date of our
reports. This audit documentation will be available to representatives of the United States
General Accounting Office upon their request and after they have properly notified you of
their request to review the audit documentation.

Hankins, Eastup, Deaton, Tonn & Seay, PC, accepts responsibility for ensuring that the
audit is conducted by personnel who collectively have the necessary skills, that
independence is maintained, that applicable standards are followed in conducting the
audit, that the firm has an appropriate internal quality control system in place and
maintains participation in an external quality control review program.

We confirm that we are independent with respect to North Texas Groundwater
Conservation District. None of our partners, managers or staff have any direct or indirect
financial interest in District contracts, and no one assigned to the audit is related within a
prohibited degree (as defined by nepotism law) to any employee of the District or to any of
the board members.

This document defines the proposed arrangements as we understand them. Any
additional representations on our behalf can be obtained by contacting Carl Deaton, 802
N. Locust, P.O. Box 977, Denton, Texas 76202, (940)-387-8563, Fax (940)-383-4746.
Please let us know if any clarification or additional information is needed.

Yours very truly,
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Hankins, Eastup, Deaton, Tonn & Seay
A Professional Corporation
Certified Public Accountants



Proposed Method to Conducting the Audit

The audit approach to be used is determined to some degree by the overall level of
assurance the auditor feels is needed in the existing circumstances. Factors such as
organizational structure, quality of administrative personnel, internal control structure, risk
analysis, and results of prior year audits are considered in developing a preliminary risk
assessment. That risk assessment tentatively determines the amount and types of tests
to be performed and audit evidence to be collected. Since we are the current independent
auditors for the District, we are already familiar with the quality of administrative personnel
and the structure of operations, so our current level of assurance would be evaluated and
adjusted each year based on changes we see in personnel or operations from the prior

year.

We can speak in general terms, that if an internal control structure is in place, and our
testing shows that it is continuing to function properly, the following procedures would be

performed;

e Extensive substantive testing of balance sheet accounts, including but not limited
to the following: confirmation of cash and investment balances, vouching of
receivables and payables and possible confirmation of balances, analysis of
prepaid accounts, vouching of fixed asset additions, testing of accruals, verification
of borrowing activity, if any, and confirmation of ending balances, and analysis of
fund balances.

» Analytical review of revenues and expenditures (actual vs. budget; actual vs. prior
year), plus detailed testing of certain items, including but not limited to the
following:  revenues, monthly payments to GTUA, and other expenditure

categories as warranted.

We would begin the audit engagement with a meeting with the Finance Officer and/or
General Manager to inquire if there are any areas of concern in which the District desires
us to perform special or additional procedures. Through regular contact with the District
during the year, we should already be aware of the general condition of the District for
subsequent audits, and any significant events which occurred during the year.

Type of Firm

Hankins, Eastup, Deaton, Tonn & Seay, PC (a Professional Corporation) is a local firm
located in Denton, Texas. The firm was established in November, 1968, and currently has
13 employees, 5 of which are CPA's.

Audit Experience

Qur firm has been performing school district and nonprofit audits since 1968, city audits
since 1977 and tax appraisal district audits since 1980. Over 95% of our approximately 80
current audit clients are nonprofit or local government units that include school districts,
cities, water districts, appraisal districts, education foundations and other non-profit
organizations including charitable organizations. We have experience with the use of
Assyst software not only through prior year audit experience with your District but also with
one of our city audit clients that uses Assyst software for utility billing and general ledger
purposes. Our large, diverse group of audit clients provides us a depth of experience we



believe is unparalleled in a firm our size. Yet our firm size allows us to provide all of our
clients the service and dedicated support they need.

The following is a partial fist of our current audit clients along with names and telephone
numbers of people you can contact for references.

Entity Years Contact Telephone

Denton ISD 41 Debbie Monschke, Finance (940} 369-0010

Director

Grapevine ~ 9 DaiAnn Mooney, Dir. of (817) 251-5582

Colleyville ISD Financial Services

Sherman ISD 1 Tyson Bennett, Asst. (903) 891-6415
Superintendent

Argyle Water 13 Randall Davis, General (940) 464-7713

Supply Corp Manager

Bolivar Water 15 Polly Kruger, Office (940) 458-3831

Supply Corp Manager

Cross Timbers 17 Lloyd Hanson, General (940) 584-0780

Water Supply Manager

Corporation

Northwest ISD 2 Jon Graswich, CPA (817) 215-0025
Deputy Superintendent

Anna ISD 1 Thomas O’'Neal, CFO (972) 924-1000

Lake Dallas ISD 25 Wes Eversole, Asst. Supt.  (940) 497-4039
of Operation and Finance

Little Eim 1SD 17 Grant Anderson, CFO (972) 617-2941

Clear Creek 11 Phil Holland, Board (972) 951-2235

Watershed President

Authority

Denton County 10 Jon Donahue, Treasurer (214) 755-1211

Emergency Svcs

District #1

Krum {SD 20 Darla Putman, Business (940) 482-6000

Manager



Pilot Point ISD 10 Nikki Hambiin, CFO (940) 686-8700

Valley View ISD 11 William Stokes, (940) 726-3659
Superintendent

Eagle Mntn — 10 Jane Valdez, Director of (817) 232-0880

Saginaw ISD Business

Denton Central 33 Rudy Durham, Chief (940) 566-0904

Appraisal District Appraiser

Cooke County 9 Doug Smithson, Chief (940) 665-7651

Appraisal District Appraiser

Lewisville ISD 14 Connie Pelphrey, (972) 353-4967

Education Executive Director

Foundation

We encourage you to check with our existing clients for references as to the excellent
level of service provided to these audit clients. As you can see, we have served as
auditor for several of these entities for many years. In fact, all 20 of the audit clients we
gave you as a reference in our last proposal 5 years ago continue to be current audit
clients today. |If you need any additional information on our existing clients or
references, or need additional references, please let us know.,

Proposed Audit Team

A CPA partner of our firm will be on site and conduct all of the field work. A second CPA
partner will serve as a third party reviewer.

The partner in charge of the audit will be Carl Deaton, who will plan the audit, conduct the
fieldwork, and report on the engagement. Mr. Deaton has an MBA in accounting and has
been a licensed CPA in Texas since 1981. He has conducted school district, city and
nonprofit audits since 1981, and has served as a reviewer for GFOA, reviewing CAFR's
submitted to GFOA by school districts and cities.

Dan Tonn, another partner in the firm, will assist in planning and reviewing workpapers
and the report. Mr. Tonn has a BBA in accounting and has been a licensed CPA in Texas
since 1981. He has conducted school district and nonprofit audits since 1985.

Both members of the audit team are members of the Texas Society of CPA's and the
American Institute of CPA's. Both have completed their continuing professional education
requirements as required by the State Board of Public Accountancy. Each has also
completed at least forty hours of governmental auditing continuing education each of the
last several years as prescribed by the GAO “Yellowbook”



Assistance from District Personnel

Assistance would be expected in providing invoices and other documents which we would
need to examine and in being available to answer questions.

Proposed Fee Schedule

Budgeted hours would be as follows for the financial statement audit;

Estimated
Staff Function Hours

Carl Deaton, Partner Planning 8
Fieldwork 24

Audit report 8

Dan Tonn, Partner Planning 2
Review 2

44

Members of our audit service team are always available for meetings throughout the year.
The references listed can also verify our accessibility by telephone. Mr. Deaton and Mr.
Tonn have always been prompt in returning telephone calis and are always willing to
schedule time to meet in person with you when necessary. If for some reason Mr. Deaton
and Mr. Tonn are unavailable at a particular time, our firm has one other partner with
extensive governmental audit experience who is willing to assist you.

We estimate the fee for the 12/31/18 annual audit, based on an hourly rate of $125, to be
$5,500. Estimated fees for the four subsequent option years are:

YE 12/31/19 $ 5,500
YE 12/31/20 5,600
YE 12/31/21 5,700
YE 12/31/22 5,800

We commit to having the audit completed by June 1 of each year, in order for the Board of
Directors to have it available for review at their June meeting.

We would not charge the District additional fees for telephone consultations or electronic
mail correspondence during the year. However, any additional services you request which
would require a visit by us to the District or significant office time would be billed

separately.
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Members:
AMERICAN INSTITUTE OF HANKINS, EASTUP, DEATON, P.o.TiO;(sgg —
CERTIFIED PUBLIC DENTON, -
ACCOUNTANTS TONN & SEAY TEL. {940} 387-8563
TEXAS SOCIETY OF CERTIFIED A PROFESSIONAL CORPORATION FAI;(. 5940; 183-4746
PUBLIC ACCOUNTAN
OUNTANTS CERTIFIED PUBLIC ACCOUNTANTS

FIRM RESUME

Shareholders:
Jerry W. Eastup, CPA, Carl M. Deaton, CPA, Dan Tonn, CPA, and Rob Seay,

CPA.

Professionals:
Four others excluding principals.

Staff:
Six staff members excluding principals and professionals.

Date Started in Business:
November, 1966.

Experience:
Forty-five years of governmental and nonprofit organization audit experience.

Forty-five years of general business audit experience.

Forty-five years of Federal Income Tax experience, individuals, estates, trusts,
corporations, partnerships, and nonprofit organizations.

Forty-five years general business accounting and financial consultant work.

Professional Organizations:

American Institute of Certified Public Accountants

Private Companies Practice Section Division for CPA Firms
(As a membership requirement of the Private Companies Practice Section
Division, our firm underwent Peer Review in August 2009, and successfully
completed the Review. Beginning in 18992 such a Peer Review is required by
the General Accounting Office, to conduct governmental audits.)

Texas Society of Certified Public Accountants

Dallas Chapter Texas Society of Certified Public Accountants

Texas Association of School Business Officials

Experience of Principals Prior to Joining Firm:
Eight years audit and tax experience with national accounting firms.
Two years experience for manufacturing concerns.
Five years experience with large local accounting firm.
Two years experience with financial services firms.
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CERTIFIED PUBLIC ACCOUNTANTS
AUDIT, TAX AMD ADVISORY SERVICES Charles T, Gregg, CPA
Cltff E. Wall, CPA
Pamela C. Moore, CPA
System Review Report

To the Hankins, Eastup, Deaton, Tonn & Seay, PC and the
Peer Review Committee of the Texas Society of CPAs

We have reviewed the system of quality control for the accounting and auditing practice of
Hankins, Eastup, Deaton, Tonn & Seay, PC (the firm) in effect for the year ended February 28,
2015. Qur peer review was conducted in accordance with the Standards for Performing and
Reporting on Peer Reviews established by the Peer Review Board of the American Institute of
Certified Public Accountants. As a part of our peer review, we considered reviews by regulatory
entities, if applicable, in determining- the nature and extent of our procedures. The firm is
responsible for designing a system of quality control and complying with it to provide the firm
with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. Our responsibility is to express an opinion on the
design of the system of quality control and the firm’s compliance therewith based on our review.
The nature, objectives, scope, limitations of, and the procedures performed in a System Review
are described in the standards at www.aicpa.org/prsummary.

As required by the standards, engagements selected for review included engagements performed
under Government Auditing Standards.

In our opinion, the system of quality control for the accounting and auditing practice of Hankins,
Eastup, Deaton, Tonn & Seay, PC in effect for the year ended February 28, 2015, has been
suitably designed and complied with to provide the firm with reasonable assurance of performing
and reporting in conformity with applicable professional standards in all material respects. Firms
can receive a rating of pass, pass with deficiency, or fail, Hankins, Eastup, Deaton, Tonn & Seay,
PC has received a peer review tating of pass.

Vel + Knousth. yiig

Vail & Knauth LLP
August 19, 2015

1 Gateway Blvd., Suite 212
Richardson, TX 75080
{072} 234-3333

Speingtown, T 76002
(817) 220-8700

www.vallknsuth.com

323 East Highway 199 — P.O. Box 1858



PROPOSAL FOR PROFESSIONAL SERVICES
FOR
NORTH TEXAS GROUNDWATER CONSERVATION DISTRICT

Provided by:
McClanahan and Holmes, LLP
1400 West Russell
Bonham, Texas 75418
903-583-5574



McClanahan and Holmes, LLP

CERTIFIED PUBLIC ACCOUNTANTS

228 SIXTH STREET S.E.

PARIS, TEXAS 75480
STEVEN W. MOHUNDRO, CPA 903-784-4316
GEORGE H. STRUVE, CPA FAX 803-784-4310
ANDREW B. REICH, CPA
RUSSELL P. WOOD, CPA 304 WEST CHESTNUT
DEBRA J. WILDER, CPA DENISON, TEXAS 75020
TEFFANY A, KAVANAUGH, CPA 803-465-68070
APRIL J. HATFIELD, CPA FAX 903-465-5093

1400 WEST RUSSELL

BONHAM, TEXAS 75418
903-583-5574
FAX 903-583-8453

July 20, 2018

North Texas Groundwater Conservation District
5100 Airport Drive
Denison, TX 75020

Thank you for the opportunity to submit this proposal to provide auditing services to North Texas Groundwater
Conservation District (“the District”). We welcome the opportunity to provide our services for the upcoming
audit.

We trust this proposal expresses our commitment to serve the District in the future. McClanahan and Holmes,
LLP is commifted to serving clients in this area having done so for more than 60 years. The firm is also a leader
in governmental and nonprofit audits in Fannin, Lamar, and Grayson counties. As such, we are strongly
committed to this area of auditing, and maintain the staffing with the necessary experience and continuing
education requirements necessary to perform these engagements. McClanahan and Holmes, LLP will perform the
external audit services for the District as required by your request for proposal with a high degree of
professionalism, independence, and quality.

Please contact us regarding any questions you might have regarding our proposal. For purposes of this potential
engagement, our representative and contact information is as follows:

April Hatfield, CPA
McClanahan and Holmes, LLP
1400 West Russell

Bonham, TX 75418
Telephone: 903-583-5574
Facsimile: 903-583-9453
Email: ahatfield@mchcpa.net

Sincerely,

McClanahan and Holmes, LLP

Certified Public Accountants
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I._INTRODUCTION

McClanahan and Holmes, LLP, a local firm, was organized as a partership in 1952 and has grown to a seven-partner firm
with three operating offices in Bonham, Paris, and Denison. In addition to our partners, our professional staff consists of
three CPA’s and eight degreed professionals, All three of our offices offer services to our clients in accounting, auditing, tax,
and management advisory services. Our Bonham office will be responsible for the District’s audit, and the andit staff will
come from our Bonham office. All of our partners and professional staff on this engagement will have extensive experience
in governmental and single andits, as well as the capability to audit computerized data collection and financial transaction
processing and reporting systems. The audit team will consist of an engagement partner and one professional staff. We will
employ the necessary resources from our Firm to perform this engagement in the required time frame.

Our Firm is properly licensed to practice public accounting in the state of Texas and meets the independent requirements of
the Standards for Audit of Governmental Organizations, Programs, Activities, and Functions. Our Firm has had no federal or
state desk reviews or field reviews of its audits during the past three years. In addition, our Firm has had no disciplinary
action taken against it by any state or federal regulatory body or professional organization.

Our Firm will follow applicable standards promulgated by the American Institute of Certified Public Accounts, including
“Interpretation 501-3, Failure to Follow Standards and/or Procedures or Other Requirements in Governmental Audits.” In
the performance of this audit, our Firm will follow the requirements of auditing standards generally accepted in the United
States of America and the applicable pronouncements of the Governmental Accounting Standards Board.

Our firm is also very proud of our professional reputation; one that, among other things, is known for utmost confidentiality
with respect to client information. We encourage you to visit our website at www.mchepa.net to learn more about our firm.



IL. SPECIFIC PROPOSAL RESPONSES

A. Proposed Methed for Conducting the Audit

Scope

If retained, our audit will be conducted in accordance with auditing standards generally accepted in the United States of
America and Governmental Auditing Standards issued by the Comptroller General of the United States; and accordingly,
will include such tests of the accounting records and such other auditing procedures as are considered necessary in the
circumstances. At the conclusion of our audit, we will express our opinion on the fair presentation of the basic financial
statements of North Texas Groundwater Conservation District in conformity with accounting principles generally accepted
in the United States of America.

A. separate report titled “Communication with Those Charged with Governance” will be issued in accordance with the
requirements of Statement on Auditing Standards No. 114.

All working papers and reports will be retained, at our expense, for a minimum of five years, unless we are notified in
writing by North Texas Groundwater Conservation District of the need to extend the retention period. We will make
working papers available, upon request, to parties as required by North Texas Groundwater Conservation District.

We will be responsible for providing any proposed adjusting entries to management for review and acceptance. We will
also provide a list of immaterial audit differences, if any, not proposed for adjustment. We will supply North Texas
Groundwater Conservation District with a draft of the audit report for review by management prior to issuance. We will
provide the required number of copies of the signed audit opinion and related reports and be available for an exit
conference with management and/or board members.

Audit Approach

Our audit will be planned and performed using PPC audit programs and checklists as guidelines that will then be tailored
as necessary to fit the operations of North Texas Groundwater Conservation District. The majority of the audit procedures
will be performed at your office.

During the planning phase of the audit, we will require the staff to assist in the preparation of our internal control
documentation schedules. This work will also involve documenting our understanding of North Texas Groundwater
Conservation District’s transaction cycles for significant operations. Based on our understanding of the internal controls,
performing preliminary analytical procedures, making inquiries of management, and reviewing preliminary financial
information, we would then assess the audit risk for account balances and classes of transactions,

At this stage of our audit, we would develop specific audit procedures designed to reduce the audit risk to acceptable
levels. We would then determine staff assignments based on difficulty of each audit area, and sample sizes for tesis of
internal controls and compliance tests. We will not perform any statistical sampling.

Based on our discussion with management of North Texas Groundwater Conservation District, we do not anticipate any
unusual audit issues. We anticipate that we would require support from your staff in the areas of client-prepared audit
schedules, availability to answer questions, and providing copies of documents requested by us during the course of the
audit.

B. Qualifications of Firm and Individuals

Following is a brief resume of our professional personnel most likely to be assigned to the engagement. All certified
public accountants in the firm are members of the American Institite of Certified Public Accountants and the Texas
Society of Certified Public Accountants,

April Hatfield graduated from Texas A & M University- College Station (B.B.A. — Accounting, 2002) and from Texas A
& M University- Commerce (M.B.A. - Minor in Accounting, 2004) and was employed by our firm in January 2014 as a
manager and was named a partner by the firm in January 2018. Prior to joining our firm, she was employed as an audit
manager for a public accounting firm in Dallas. She is a Certified Public Accountant. She will serve as the engagement
partner for the engagement,



1I. SPECTFIC PROPOSAL RESPONSES (Continued)

B. AQualifications of Firm and Individuals (Continued)

Kate Wallace graduated summa cum laude from Texas A & M University — Commerce (B.B.A — Accounting 2015) and
was employed by our firm in September 2015. She is a Certified Public Accountant. She will serve as accountant for the
engagement.

All of our professional staff are required to complete a minimum of 40 hours of continuing education annually.
Professional staff that will be assigned on governmental audits are required to complete at least 12 of their 40 hours in
subjects directly related to the government environment and to government auditing. Our Firm is in compliance with
continuing education requirements of the Private Companies Practice Section of the American Institute of Certified Public
Accountants, applicable State Society requirements, and the Government Auditing Standards as issued by the U. S.
General Accounting Office.

C. Previous Audit Experience with Local Government Units and References

Bonham ISD
Alicta Lang, Director of Business Services 903-640-9158
Audited 20+ Years

City of Bonham, Texas (including Bonham Economic Development Corporatien)
Dave Struchtemeyer, Director of Finance 903-583-7555
Audited 20+ Years

City of Ladonia, Texas
Debbie Nichols, City Secretary 903-367-7011
Audited 2012-2015, 2017

City of Paris, Texas
Gene Anderson, Finance Director 903-784-9241
Audited 30+ Years

Paris Economic Development Corporation (Component Unit of the City of Paris)
Gene Anderson, Finance Director 903-784-9241
Audited 25+ Years

Lamar County Water Supply District
David Pitcock 903-785-5586
Andited 30+ Years

Paris-Lamar County Health District
Gina Prestridge 903-785-4561
Audited 2013-2015, 2017

City of Savoy, Texas (including Savoy Community Development Corporation)
Missy Rickman, City Secretary 903-965-7706
Audited 20+ Years

Southwest Fannin Special Utility District
John Keen, General Manager 903-965-5316
Audited since 1999

Fannin Central Appraisal District
Mike Jones, Chief Appraiser 903-583-8701
Audited since 2007



IL. SPECIFIC PROPOSAL RESPONSES (Continued)

C. Previous Audit Experience with Local Government Units and References (Continued)

Red River Groundwater Conservation District
Drew Satterwhite, General Manager 903-786-4433
Debi Atkins, Finance Officer 903-786-4433
Audited since 2014

City of Cooper, Texas
Emily Howse, City Secretary 903-395-2217
Audited since 2010

City of Honey Grove, Texas
Jaci Garner, City Secretary 903-378-2323
Audited 20+ Years

Texoma Housing Partners

Allison Reider, Director 903-583-3336

Mindi Jones, Accounting & Finance Manager 903-583-3336
Audited 2007-2011, 2017 (Required Rotation)

Grayson Central Appraisal District

Shawn Coker, Chief Appraiser 903-893-9673
Angie Wilson, Director of Finance 903-893-9673
Audited 2006-2008, 2011-2017

Texoma Council of Governments

Susan Thomas, Executive Director 903-813-3514

Mindi Jones, Account and Finance Manager 903-813-3547
Audited 2009-2012, 2017 (Required Rotation)

Business and Industrial Corporation of Denison, Inc.
Tony Kaai, President 903-464-0883

Loretta Rhoden, VP of Operations 903-464-0883
Audited 15+ Years

City of Trenton, Texas (including Trenton Community Development Corporation)
Jamie Davis, City Secretary 903-989-2237
Audited 20+ Years

City of Dodd City, Texas
Chery! Braden, City Secretary 903-583-7710
Audited 20+ Years

Red River County Water Control and Improvement District
Amn Rushing, Clerk 903-366-9026
Audited since 2015

Bois d’Arc Municipal Utility District
Mark Newhouse, General Manager 903-227-4544
Audited 20+ Years

Paris Junior College (includes Paris Junior College Memorial Foundation)
Dr. Pamela Anglin, President 903-785-7661

Ms. Keitha Carlton, Controller 903-785-7661

Audited 30+ Years



I, SPECIFIC PROPOSAL RESPONSES (Continued)

C. Previous Audit Experience with Local Government Units and References (Continued)

Tyler Independent School District (Final Audit Review Partner)
Affiliated with Prothro, Wilhelmi & Company

Mr. Bob Roseman, CPA, Partner 903-534-8811

Reviewed 10+ Years

D. Expected Staff Involvement from the District

In order to perform the audit, we expect the District personnel to remain available for questions and document preparation
throughout the duration of the audit fieldwork. The District personnel will be expected to prepare confirmations, certain
schedules, and to assist with information needed to prepare the financial statements and accompanying footnotes,

E. Proposed Fee Schedule along with Four Subsequent Option Years
Based on our understanding of the audit work required, we estimate that the fee for time spent on the audit for the District

will be $5,400, which includes out-of-pocket expenses. For subsequent years, we anticipate a 2% to 3% increase in the fee
each year. Any additional nonaudit services will be billed on a per hour basis.
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Response to the North Texas Groundwater Conservation District’s
Auditing Services Request for Proposal

CONTACT: Rod Abbott, CPA
(903) 546-6975
rod.abbott@lafollettcpa.com
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N Susan LaFollett, CPA — Partner
\ Rod Abbott, CPA — Partner

LaFo[l tt and Abbott PLLC

Certified Public Accountants

EXECUTIVE SUMMARY

July 6, 2018

To the Board of Directors of the

North Texas Groundwater Conservation District
5100 Airport Drive

Denison, TX 75020

Dear Members of the Board:

Thank you for your request for our proposal to perform the financial audit of the North Texas
Groundwater Conservation District (the District) for the fiscal year ending December 31, 2018, with
optional annual renewals through fiscal year 2022.

Our proposal for auditing the District will be in accordance with Generally Accepted Auditing Standards
(GAAS), Government Audit Standards (the Yellow Book), the American Institute of Certified Public
Accountants (AICPA), and as necessary, the Single Audit Act under the Uniform Guidance.

We believe that awarding the engagement to us will have several advantages to your District. We are
currently engaged as the independent auditor for several governmental entities that follow Government
Auditing Standards. This year our firm will audit municipalities, one M.U.D., and one S.U.D. Our staff
consists of only experienced governmental auditors.

Please give serious consideration to our proposal noting our governmental and nonprofit auditing
experience, our membership in the American Institute of CPAs, Texas Society of CPAs, and Government
Finance Officers Association. The firm's record with all regulatory and licensing, and professional
organization is totally unblemished. Mrs. Susan LaFollett, CPA and Mr. Rod Abbott, CPA are authorized

to represent the firm,

If you have any questions about our proposal, please do not hesitate to let us know.
Sincerely,

JAullrors OBl P

LaFollett & Abbott PLLC
Certified Public Accountants

LaFollett and Abbott PLLC
PO Box 717 - Tom Bean, TX * 75489
903-546-6975 * www.lafollettcpa.com



DETAILED PROPOSAL FOR THE DISTRICT

This proposal has been written to respond to the "Request for Proposal"(RFP) for audit services of
the North Texas Groundwater Conservation District (the District). It has been written specifically for
the District.

Independence

The second general standard for governmental auditing states that the auditor should maintain an
attitude of independence in both fact and appearance. The firm of LaFollett & Abbott PLLC has no
direct or indirect financial interest in the District or other interest that could affect the independence
of the firm as defined by the U.S. General Accounting Office’s Government Auditing Standards.

Licenses to Practice
We affirm that the firm and all assigned key professional staff are properly licensed to practice in
Texas and in good standing with the State Board of Public Accountancy.

Firm Qualifications and Experience

LaFollett & Abbott PLLC is a local CPA firm near Sherman, Texas that specializes in performing
audits of governmental and nonprofit organizations. The firm’s governmental audit staff consists of
two full-time CPAs, four additional full-time professional staff, and one associate CPA that is a
certified government finance officer. We also have long standing relationships with other associate
CPA'’s and utilize them as needed on larger engagements. Managing Partner Susan LaFollett, CPA,
and Audit Partner Rod Abbott, CPA have performed numerous governmental audits. Governmental
and not for profit audits are not just sideline or ‘fill-in” engagements, they are the Firm’s specialty
and comprise the majority of the Firm’s audit engagements. Tt should also be noted that the Audit
Partner is not involved in the Firm’s tax practice. We have found that this allows him to focus only
on completing all Firm audits in a timely and efficient manner and avoids the distractions of tax

practice deadlines.

External Quality Control Review
LaFollett & Abbott PLLC has received the highest rating of “pass” on its peer review dated August
28, 2017 under the AICPA Peer Review Program. A copy of the report is at Attachment F.

Additionally, no accountants employed by the Firm have ever been reprimanded or received other
disciplinary action by the Texas State Board of Public Accountancy and no disciplinary actions are
pending with the State Board, regulatory bodies, or professional organizations.

Partner and Staff Qualifications and Experience

The Proposed Audit Team
The audit team proposed for auditing the District is Susan K. LaFollett CPA — Managing Partner,

Rod Abbott CPA — Audit Partner, and Keri Goodwin — Staff IL.




Susan LaFollett CPA, Managing Partner

Ms. LaFollett, Managing Partner of LaFollett & Abbott PLLC, will assume the overall responsibility
for the conduct of the engagement. She will coordinate the activities of the project, allocate
administrative support where required, and direct any supplemental activities, as needed, for ensuring
the completion of the audit within the time and cost restraints.

Ms. LaFollett has over 19 years of experience, professional training, and audit experience. She has
directed audits of not-for- profit organizations and governmental entities, including the Single Audit
Act under the Uniform Guidance. She represents a commitment of the highest level of the firm’s
management. Susan has worked for several other firms as well as a “big four” public accounting
firm. See the Partner’s resume at Attachment B.

Rod Abbott CPA, Audit Partner

Mr. Abbott, Audit Partner for LaFollett & Abbott PLLC, will assume responsibility for supervising
the audit engagement and on-site fieldwork. He will be responsible for supervising the
implementation of the audit strategy and concluding on the proper GAAP and GASB treatment of
complex transactions and disclosures.



Mr. Abbott has over 17 years of professional training and significant experience conducting
governmental and non-profit audit engagements in a timely, effective, and professional manner. He
has extensive experience auditing not-for-profit organizations and governmental entities including
the Single Audit Act under the Uniform Guidance. Rod has worked for two other CPA firms
including a “top 10” national public accounting firm before joining LaFollett & Abbott PLLC. See
the Audit Partner’s resume at Attachment B.

Audit Staff — Keri Goodwin

Tax & Audit Staff IT Keri Goodwin graduated from Texas A&M University at Commerce in August
2015, with a Bachelor of Business Administration. Ms. Goodwin has been with LaFollett & Abbott
since September of 2013 and she has already gained considerable audit and tax experience. Her
resume is also at Attachment B.

Prior Engagements with the District

No prior engagements to disclose.

Similar Audit Engagements with Other Governmental Entities

The following are examples of governmental audits performed by the Firm with Susan LaFollett and
Rod Abbott as part of the audit team within the last three years:

City: Contact:

Client Contact

City of Princeton (Approx. 380 hours) Derek Borg, City Manager
(GFOA certified Governmental CAFR) 972-736-2416

Eagle Advantage Schools, Inc. (Approx. 280 hours) Angie McDonald Superintendent
(G.A.S. and Single Audit — Approx. $14.8M in grants) 214-276-5800

Trophy Club Municipal Utility District No. 1 Renae Gonzales, Finance Director
(G.A.S.) (Approx. 310 hours) 682-831-4611

City of Anna (Approx. 260 hours) Dana Thornhill, Finance Manager
(G.A.8)) 972-924-3325

City of Oak Point (Approx. 240 hours) Grant Savage — Finance Director
(G.A.S)) 972-294-2312



Scope and Audit Approach

The audit will be performed in accordance with standards issued by Government Auditing Standards
and the American Institute of Certified Public Accountants.

The Firm's audit philosophy is to provide the highest quality andit possible in the most efficient
manner with minimal interference in the day-to-day operations of the client’s administrative staff.
Past experience has shown that frequent and open conversation between our Firm's management and
the client's staff is the best way to accomplish this objective.

PHASES OF AUDIT WORK:

Phase I
After a briefing with management, LaFollett & Abbott PLLC will:

a. Obtain and review necessary background information relative to the audit and send a
comprehensive pre-audit checklist to management. Visit with the previous auditor and
request working papers as needed.

b.  Have all members of the audit team review the Generally Accepted Auditing Standards.

c. Make arrangements for the entrance conference.
d.  Arrange to have all books and records available for review upon arrival at the District.

€. Review internal policies and procedures for data entry and reporting in the accounting
software.

We will require the assistance of the District staff for compiling our audit requests, but most requests
should be similar to requests made by your prior auditor. Additionally, all first year audits require
that we obtain copies of legal documents for our permanent files such as: leases, debt agreements,
financial policies, and certain other documents.

Phase IT

We will begin the preliminary on-site work and conduct the entrance conference. We will observe
the District’s operations to become familiar with its specific procedures. We will establish
procedures for discussing any material audit exceptions or noncompliance with state or federal laws
and regulations.



Phase IIT

We will review the internal control structure of the District. The amount of audit testing that our
auditors need to perform is directly affected by their assessment of control risk. Our purpose of
assessing the control risk is not designed to detect errors, irregularities, fraud or abuse. However, we
use a system for assessing the control risk that is a significant advance over traditional prevention
and detection of material errors and irregularities. It is applied in considering each significant class of
transactions and related assets involved in the andit.

Our approach consists of the following steps:

Considering the types of errors and irregularities that could occur.

Determining the accounting control procedures that should prevent or detect such errors and
irregularities.

Determining whether the necessary control procedures are being followed satisfactorily.
Evaluating any weaknesses and determining the nature, timing, and extent of our audit
procedures.

This approach allows our auditors to pinpoint areas having weak controls and to extend testing only
to those areas. In this way, the evaluation of weaknesses in internal control is more exact and the
testing of the accounting records becomes more effective and efficient.

Audit Sampling Plan - Our audit sampling plan is a method of obtaining efficient, mathematically
valid samples from accounting records.. The objectives are to obtain statistically reliable tests of
accounting records and to reduce the amount of time required for detail testing. We have used the
plan extensively and successfully in non-profit and governmental audits. We believe that it is the
most valid method available for sampling accounting records as well as the easiest and most practical

to apply.

In applying the audit-sampling plan to accounting records, the auditor considers the detailed
evaluations of internal controls to determine the extent of tests. Documents and related records
supporting the individual items selected by the sampling plan are examined using traditional auditing
methods. Deficiencies of both monetary and procedural importance are then statistically computed
and evaluated. This approach allows the auditor to determine the appropriate testing required for
each area and to select a small statistically valid sample from the accounting records to evaluate
quantitatively the results.

Information Technology
We have the capability to audit computerized systems and utilize various testing techniques. One
such example is to export certain transactions into Excel and using mathematical models such as

Benford’s Law in identifying unusual transactions.



Phase IV

In this phase we will review and test selected asset, liability, fund balances, revenue, and expense
accounts.

We will examine accounting records and other documents to determine if year-end financial balances
. are materially correct. Cash and debt balances will be confirmed with third parties. Audit differences
will be evaluated by the Firm and discussed with the District as they arise.

Identification of Anticipated Potential Audit Problems
During the course of the audit, we will discuss any audit findings and instances of noncompliance
where appropriate with the District to avoid any surprises at the exit conference or in the draft audit

report.
Phase V

At the completion of the engagement, a final review of all working papers will be performed in our
office. This overriding review is performed to ensure that the final product of our engagement
adheres to the highest quality technical standards that can be obtained from any public accounting
firm. An exit conference will be scheduled with the District.

Phase VI

In this phase we ask the District to consider posting the proposed audit adjusting journal entries.
After both parties agree on the posted journal entries, our firm will begin preparing auditor reports,
financial statements, and the footnotes. We will review the financial statements for GAAP
compliance, completeness, and accuracy. We will address any concerns raised and perform any
needed revisions.

Phase VII

We will discuss audit results and recommendations with the Audit Committee or governance
designees and present all required communications, such as:

Auditor’s responsibility under generally accepted auditing standards

Significant accounting policies

Management judgments and accounting estimates

Significant audit adjustments

Other information in documents containing audited financial statements
Disagreements with management or difficulties encountered in performing the audit
Management consultation with other accountants

Bl o

If desired, we will subsequently present audit results and recommendations with the full District
Board of Directors.



Proposed Audit Scheduling

Please see Attachment E for our tentative audit planning schedule, We will be flexible with the
District as we finalize dates where both parties are available during the process. We are confident
that our references at Attachment C can attest that we work hard to meet all audit deadlines and
strive to make the audit process as painless as possible for all involved.

QOther Information

Note that Attachment G is the HUB, or Historically Underutilized Business Certification that the
Firm has obtained. This is awarded to minority owned businesses. There are times when applying for
certain grants that extra points are awarded if the District can demonstrate that it does business with a

HUB.



LAFOLLETT AND ABBOTT, PLLC

COST BID FOR AUDIT SERVICES
NORTH TEXAS GROUNDWATER CONSERVATION DISTRICT

Standard District

Audit Team Member Rate Rate Hours Fee
Susan LaFollett, CPA - Partner $ 195 § 130 4 520
Rod Abbott, CPA - Partner $ 175 §$ 115 12 1,380
Keri Goodwin - Staff IT $ 70 $ 50 85 4,250
Administrative Staff $ 15 % 10 2 20
All-inclusive maximum 2018 fee estimate: 103 § 6,170

The following is the maximum price for the audit at December 31:

Totals
2018 $ 6,170
2019 $ 6,370
2020 $ 6,480
2021 $ 6,690
2022 § 6,900

Notes: Pricing for other services outside the annual audit services will be at the
“District” rates noted above. Annual fee estimates are based on the assumption of
no significant changes in the District's volume of transactions nor the addition of
more complex accounting transactions such as for I-t debt or construction projects.



ATTACHMENT A
PARTIAL LIST OF RECENT AUDITS PERFORMED BY LAFOLLETT & ABBOTT

Governmental Audits

City of Anna, Texas

City of Princeton, Texas

City of Sachse, Texas

City of Haslet, Texas

City of Pottsboro, Texas

Trophy Club Municipal Utility District
Texoma Council of Governments
Texoma Workforce Development Board
City of Gunter, Texas

City of Van Alstyne, Texas

City of Oak Point, Texas

City of Tom Bean, Texas

City of Howe, Texas

City of Bells, Texas

City of Collinsville, Texas

Not For Profit Audits Performed

Goodwill Industries of Northeast Texas, Inc.

Meals on Wheels of Texoma, Inc. (Uniform Guidance)
Texoma Christian School, Inc.

Grayson County Shelter , Inc.

Grayson County Health Clinic, Inc.

ABC Behavioral Health, Inc.

Four Rivers Outreach, Inc.

Right From the Start Nutrition, Inc. (Uniform Guidance)
House of Hope, Inc.

Eagle Advantage Schools, Inc. (Uniform Guidance)
Gateway Charter Academy, Inc, (Uniform Guidance)
Greater Texoma Health Clinic, Inc.

Northwest 1.S.D. Education Foundation, Inc.

Homeowners Association Audits
Villas of Westridge Condominium Association of McKinney, Inc.
Caruth Ridge Estates Homeowners Association, Inc. (Rockwall, TX.)




ATTACHMENT B
SUSAN K. LAFOLLETT CPA, MANAGING PARTNER

CERTIFIED PUBLIC ACCOUNTANT

CPA Certificate number 057088 from the Texas State Board of Accountancy — September 1991

EDUCATION/HONORS

Graduated from University of Texas at Dallas (UTD) in August 1988, Bachelor of Science in
Business Administration with a concentration in accounting

Accounting Excellence Award from the Educational Foundation of Texas Societies of Certified
Public Accountants — May 1988

Treasurer and Member, National Accounting Honor Society of UTD — 1987 to 1988
POSITION IN FIRM:
Managing Partner

YEARS IN PUBLIC ACCOUNTING:

Twenty (20) plus years

WORK HISTORY

Ms. LaFollett spent the first four (4) years of her career at the big four firm of Coopers & Lybrand in
Dallas, Texas. She was employed from September 1988 to September 1992 and advanced to the title
of Audit Supervisor. During this experience, she worked as a member on the audit staff in the
Emerging Business Services group, which primarily served fast growing entrepreneurial type entities.
She was responsible for all phases of the audit engagement including planning, risk assessment,
evaluation of internal controls, and financial statement preparation. Ms. LaFollett’s duties also
included training and supervising members of the audit team.

Ms. LaFollett was employed as an Audit Senior by Adami, Lindsey, Keller & Associates in Sherman,
Texas from September 1992 to October 1993. She was responsible for all phases of the audit
engagement. The majority of the audit engagements were municipalities and not for profit entities.

Ms. LaFollett was employed by Gregg and Company CPA’s in Tom Bean, Texas from January 2004
to September 2009, as an audit supervisor. She was responsible for all phases of the audit
engagement. The majority of the audit engagements were municipalities and not for profit entities.



ATTACHMENT B
SUSAN K. LAFOLLETT CPA, MANAGING PARTNER

WORK HISTORY (continued)

In 2009, Ms. LaFollett established LaFollett & Company PLLC, Certified Public Accountants, in
Tom Bean, Texas. The firm name later changed to LaFollett & Abbott PLLC to better reflect the
firm’s current leadership and expanding capabilities. As Managing Partner, Ms. LaFollett oversees
the firm’s audit practice, which specializes in the audits of municipal governments and not-for-profit
organizations. She has extensive knowledge of Generally Accepted Accounting Principles,
Governmental Auditing Standards, the Yellow Book, the Single Audit Act, and the Uniform
Guidance. Ms. LaFollett has over 18 years of auditing experience in public accounting. She has
overseen independent financial audits for municipalities, charter and private schools, not for profit
entities, corporations and partnerships. The majority of these recent audits were performed under
Governmental Auditing Standards, the Yellow Book, and Uniform Guidance.

PROFESSIONAL ORGANIZATIONS

Member of American Institute of Certified Public Accountants

Member of Texas Society of Certified Public Accountants

Member of Government Finance Officers Association

Member & Past President of Sherman Rotary Club

Treasurer of Texoma Practice Management Group

Past Treasurer of Achievers Practice Management Group of Dallas, Texas

AUDITS PEFORMED WITH THE FIRM

Governmental Audits:

City of Anna, Texas (GFOA Certified CAFR)
City of Sachse, Texas (GFOA Certified CAFR)
City of Princeton, Texas (GFOA Certified CAFR)
City of Bells, Texas

City of Gunter, Texas (Yellow Book)

City of Howe, Texas (Yellow Book)

City of Oak Point, Texas (Yellow Book)

City of Pottsboro, Texas (Yellow Book)

City of Tom Bean, Texas

City of Van Alstyne, Texas (Yellow Book)
Texoma Council of Governments (Single Audit)
Trophy Club Municipal Utility District (Yellow Book)
Texoma Workforce Solutions (Single Audit)




SUSAN K. LAFOLLETT CPA, MANAGING PARTNER

AUDITS PEFORMED WITH THE FIRM (continued)

Non-Profit Organizational Audits:

ABC Behavioral Health, LLC (Single Audit)

A W Brown Fellowship Leadership Academy (Single Audit)
Caruth Ridge Estates Home Owners Association, Inc.
Eagle Advantage Schools, Inc. (Single Audit)

Four Rivers Outreach, Inc.

Grayson County Shelter, Inc.

Gateway Charter Academy, Inc. (Single Audit)

Grayson County Health Clinic, Inc.

Greater Texoma Health Clinic, Inc.

Goodwill Industries of Northeast Texas, Inc.

Heroes on the Water, Inc.

House of Hope (Yellow Book)

Korean War Veterans Association, Inc.

National Relief Charities, Inc.

Right From The Start Nutrition, Inc. (Single Audit)
Texoma Christian School

Meals on Wheels of Texoma (Single Audit)

Villas of Westridge Home Owners Association, Inc.
Your Health Clinic, Inc. dba Callie Clinic (Yellow Book)

PERSONAL REFERENCES

Sherry E. Howard
Mayor of Tom Bean Texas
903-815-8162

Deborah Boring
Past President of Sherman Rotary
903-546-5248

Tom Gregg CPA
President Elect of Sherman Rotary
903-546-6510

ATTACHMENT B



ATTACHMENT B

ROD ABBOTT CPA, AUDIT PARTNER

CERTIFIED PUBLIC ACCOUNTANT

CPA Certificate number 081707 from the Texas State Board of Accountancy — 2002
EDUCATION

Graduated from Texas A & M University at Commerce in December 1998, Bachelor of Professional
Accountancy

Vice-President of Local Chapter — Beta Alpha Psi accounting fraternity
POSITION IN FIRM

Audit Partner

YEARS IN PUBLIC ACCOUNTING

Nineteen (19) plus years

WORK HISTORY

Mr. Abbott began his career in public accounting with Gregg and Company CPA’s in Tom Bean,
Texas from February 1999 to September 2007. He was promoted to the title of Supervisor. His
responsibilities included all phases of the audit engagement including planning, risk assessment,
evaluation of internal controls, and financial statement preparation. Mr. Abbott also trained,
supervised, and reviewed the work of the audit staff. In addition, he performed the Firm’s annual
internal quality control inspection. During this experience, the majority of the clients were
municipalities and not for profit organizations audited under Governmental Auditing Standards, and
also in many instances, the Single Audit Act.

Mr. Abbott was employed as a Senior Auditor at BKD, LLP in Dallas, Texas from 2007 to 2010.
Responsibilities included all phases of the audit engagement including planning, risk assessment,
evaluation of internal controls, and financial statement preparation. During this experience, Mr.
Abbott worked on numerous audits in commercial, municipalities, not for profits, and employee
benefit plans.

Currently, Mr. Abbott is an audit partner for LaFollett & Abbott PLLC. Mr. Abbott has extensive
knowledge of Generally Accepted Accounting Principles, Governmental Auditing Standards, and the
Single Audit Act under OMB Circular A-133. Current responsibilities include all phases of the audit
engagement including planning, risk assessment, evaluation of internal controls, financial statement
preparation, as well as, supervision of audit staff, and detailed reviews of audit work.



ATTACHMENT B

PROFESSIONAL ORGANIZATIONS

American Institute of Certified Public Accountants

Texas Society of Certified Public Accountants

Government Finance Officers Association

Treasurer of the Board — Trailridge Estates Home Owners Association

AUDITS PERFORMED WITH THE FIRM

Governmental Audits

City of Princeton, Texas (Comprehensive Annual Financial Report w/ GFOA Certification)
City of Sachse, Texas (Comprehensive Annual Financial Répoit w/ GFOA Certification)
City of Anna, Texas (Comprehensive Annual Financial Report w/ GFOA Certification)
Texoma Council of Governments (Single Audit)

Texoma Workforce Development Board (Single Audit)
City of Anna, Texas (Yellow Book)

City of Gunter, Texas (Yellow Book)

City of Howe, Texas (Yellow Book)

City of Tom Bean, Texas

City of Haslet, Texas

City of Collinsville, Texas

City of Oak Point, Texas (Yellow Book)

City of Bells, Texas (
City of Muenster, Texas

City of Pottsboro, Texas (Single Audit)

City of Van Alstyne, Texas (Yellow Book)

5

Non-Profit Organization Audits

Goodwill Industries of Northeast Texas, Inc.

ABC Behavioral Health, LLC (HUD Single Audit)

Right From The Start Nutrition, Inc. (Single Audit)

Texoma Community Center (Single Audit)

Eagle Advantage Schools, Inc. (Charter School Single Audit)
Gateway Charter Academy, Inc. (Charter School Single Audit)
AW, Brown Fellowship-Leadership Academy (Charter Scizool Single Audit)
Four Rivers Outreach, Inc.

House of Hope (Yellow Book)

Trophy Club Municipal Utility District (Yellow Book)
Northwest ISD Education Foundation, Inc.

Greater Texoma Health Clinic, Inc.

Grayson County Shelter, Inc.

Heroes on the Water, Inc.

Caruth Ridge Estates H.O.A.

Villas of Westridge of McKinney Condominium H.O.A.




ATTACHMENT B

KERI GOODWIN , STAFF ACCOUNTANT II

EDUCATION

Graduated from Texas A&M University Commerce in August of 2015, Bachelors of Business
Administration in Accounting

POSITION IN FIRM:
Tax and Audit Staff Accountant 1

YEARS IN PUBLIC ACCOUNTING:

Five
WORK HISTORY

LaFollett & Abbott, PLLC September 2013 - Present
Tax and Audit Staff

Performed local government audits

Performed non-profit audits

Perfomed single audits

Completed individual tax returns

Completed compilations

Completed cost reports

NON-PROFIT AUDITS PERFORMED WITH THE FIRM

Eagle Advanatge Schools, Inc.

Gateway Charter Academy, Inc.

Goodwill Industries of Northeast Texas Inc.
Right from the Start Nutrition, Inc.

Four Rivers Outreach

Grayson County Health Clinic

Meals on Wheels

Greater Texoma Health Clinic



ATTACHMENT B

MUNICIPAL AND OTHER GOVERNMENTAL AUDITS PERFORMED WITH THE FIRM

City of Anna, Texas (GFOA Certified CAFR)
City of Sachse, Texas (GFOA Certified CAFR)
City of Princeton, Texas (GFOA Certified CAFR)
City of Gunter, Texas

City of Pottsboro, Texas

City of Haslet, Texas

City of Collinsville, Texas

City of Howe, Texas

City of Bells, Texas

City of Tom Bean, Texas

City of Van Alstyne, Texas

City of Oak Point, Texas

Texoma Council of Governments

Texoma Workforce Development Board
Trophy Club Municipal Utility Disctrict #1



AUDIT REFERENCES

Derek Borg (972) 736-2416
City Manager

City of Princeton

123 W. Princeton Dr.
Princeton, Texas 75407

Dana Thornhill (972) 924-3325
Finance Director

City of Anna

101 N. Powell

Amnna, Texas 75409

Teresa Savage (469) 429-4772
Finance Manager

City of Sachse

3815 Sachse Road

Sachse, Texas 75048

Sherry Howard (903) 546-6321
Mayor

City of Tom Bean

P O Box 312

Tom Bean, Texas 75489

Marcy Lamb (817) 439-5931
Finance Director

City of Haslet

101 Main Street

Haslet, Texas 76052

Kurt Wendorf, (903) 893-3145

CFO

Goodwill Industries of Northeast Texas, Inc.
2206 E. Lamar

Sherman, TX 75090

Lacey Lucas (903) 957-7408

Finance Director

Texoma Workforce Development Board
5904 Texoma Parkway

Sherman, TX 75090

ATTACHMENT C



ATTACHMENT D

S TROPHY CLUB
%, s S MUNICIPAL DISTRICT No. 1

Dt

March 27, 2012

To Whom it May Concern:

Our District Manager, Robert Scott, recently retired, so | am writing this letter of
recommendation for our Auditing Firm of LaFollett and Company, PLLC.

Trophy Club Municipai Utility District No. 1 sent out an RFP for Auditing Services
after a five year contract with our previous auditor. We chose the firm of
LaFollett and Company, PLLC. We have completed the Fiscal Year audit which
ended on September 30, 2011 and we were very pleased with their service.

While this was my first year to be solely responsible for the audit for the MUD, [
worked very closely with the auditors and the process went very smooth. Rod
Abbott and Susan LaFollet were both very helpful and knowledgeable while |
prepared the required TCEQ schedules. Mr. Abbott has made himself available
{o answer questions regarding our Fiscal Year 2012 audit.

Our Elected MUD Directors were very pleased with the format of the completed
Basic Financial Statements the Auditors provided, stating it was easy to
understand and the best of any past year.

| would highly recommend LaFollett and Company, PLLC for any accounting or '
auditing needs you might have.

Regards,

Renae Gonzal
Senior Accountant
Trophy Club Municipal Utility District No. 1

100 Municipal Drive, Trophy Club, Texas 76262
682.831.4685 { Fax: 817.491.9312



ATTACHMENT D

PRINCETON

March 26, 2015

To Whom It May Concern:

The City of Princeton sent out an RFP for Auditing Services after a five year contract with our previous
Auditing Firm. The firm of LaFollet and Abbott PLLC, were selected and the City has completed the first
year with the firm and we were very pleased with their services.

We are writing this leiter of recommendation as our first year audit process is completed and went very
smoothly. Rod Abbott and staff were very helpful and knowledgeable regarding ail GASB requirament’s
and the GFOA Certificate of Achievement for Excelience in financial Reporting requiremants. Tha Ciiy
received the GFOA award in FY 13 and laok forward to again receiving the award far FY 14,

Rod, gave an excellent & undersiandable power point presentation 1o the Governing Body and Citizens
during our City Councit Meeting.

We highly recommand taFoilett and Company, PLLC for any aceounting and auditing needs.

Sir}ee':’ély, N
/ ! -7
i / I.r"
£ g N e
(e e
Dorak Borg
City Manager
City of Princeton {
£mail: dborg@princetontx.us

3
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August 21, 2013

To Whom It May Concern:

TomBEAN.

ATTACHMENT D

Office of the Mayor
City of Tom Bean

P.O. Box 659

201 S. Britton Street
Tom Bean, Texas 75489

As Mayor of Tom Bean, our City has used the audit firm of Susan LaFollett and
Associates for the last three years. Because of their assistance in accomplishing
the City’s goals and objectives, we have heen successful in ensuring our financial
standings are solid for our citizens. As we have worked with this firm, their
timeliness and responsiveness to our needs have been recognized by the City
Council of Tom Bean. Furthermore, our experience has been that the pricing for
professional services by LaFollett and Company PLLC is competitive.

We look forward to continuing our relationship with this firm in the future and
working together for our city as a whole.

Warmest regards,

o

Sherry E. Howard
Mayor of Tom Bean
sherryhoward@cableone.net

Cell phone {903) 815-8162

Work phone {903) 546-6321



ATTACHMENT D

Meals on Wheels

Semving Corke, Fannin & Grayson Counties of Texoma

Mareh 31, 2015

Dear Susan K. LaFollet CPA:

[ am happy to provide a letter of recoonmendation for LaFollett & Abbott, PLLC, Certified Public
Accountants, regarding the single audits performed on our 2013 and 2014 financial statements
in accordance with the requirements of Office and Management and Budget (OMB) Circular A-
133.

Partner Susan LaFolleit and her staff have demonstrated an exhaustive knowledge of
governmental-type audits. Their staff completed their on-site wark with nyinimal interrupting
to our staff and in a manner that was very considerate and respectful of our time.

Meals on Wheels of Texorna’s management were kept up-to-date and well aware of any issues
or questions that arose, and MOWOT's management was given ample opportunity to respond
to the questions and io resolve any issues. The fees assessed were well within the estimate
provided to us. We would also like to add that we found the estimated fees to be very
competitive among the firms whao had responded to our request for proposal.

I'have no reservation in offering a recommendation for the audit firm of LaFollett and Abbott
PLLC to perform a single audit of non-profit organizations under the requirements of OMB
Circular A-123,

Sincerely, %ﬂk

1. Grég Piftman
Executive Director

G105 Arpert Dine « Flaniean, Tors 75020 « Phone; 03 786-3357 - Toll Free: 877 900 13%1 . Fax: 002 786-2803 . W owtorg



ATTACHMENT E

NORTH TEXAS GROUNDWATER CONSERVATION DISTRICT
ESTIMATED AUDIT SCHEDULE

August 2018 Engagement letter received and an entrance conference is scheduled.

September 2018 Firm meets with the District’s former auditor to review and request certain
workpapers.

October 2018 Audit request list is provided to the District.

April 2019 Regular audit fieldwork conference commences as District financial

balances are examined and compliance requirements under Government
Auditing Standards are assessed.

April 2019 Exit conference with District management is held to review preliminary
findings and adjustments. Adjustments are posted to the trial balance as
agreed to by the Firm and District.

May 2019 Creation of a draft version of the financial report begins for the Firm.

May 2019 Complete draft of the audit and any management letter is given to District
for review. Auditors will meet with management to discuss these drafts.

Late May 2019 Auditor provides the District with final copies of the audit for distribution.

June 2019 Presentation of the audited financial statements to the District Board.



ATTACHMENT F
ROBERTS & MCGEE, CPA

104 PINE STREET, SUITE 710
ABILENE, TEXAS 79601
(325) 701-9502

Becky Roberts, CPA Stacey McGee, CPA
becky.roberts@rm-cpa.net stacey.mcgee@rm-cpa.net
Cell: 325-665-5239 Cell: 325-201-7244

Report on the Firm*s System of Quality Control
August 28, 2017

To the Owners of LaFollett and Abbott PLLC
and the Texas Society of CPA’s Peer Review Committee

We have reviewed the system of quality control for the accounting and auditing practice of LaFollett and Abbott
PLLC (the firm) in effect for the year ended March 31, 2017. Our peer review was conducted in accordance
with Standards for Performing and Reporting on Peer Reviews established by the Peer Review Board of the
American Institute of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed in a System Review as
described in the Standards may be found at www.aicpaorg/prsummary. The summary also includes an
explanation of how engagements identified as not performed or reported in conformity with applicable
professional standards, if any, are evaluated by a peer reviewer to determine a peer review rating.

Firm’s Responsibility

The firm is responsible for designing a system of quality control and complying with it to provide the firm with
reasonable assurance of performing and reporting in conformity with applicable professional standards in all
material respects. The firm is also responsible for evaluating actions to promptly remediate engagements
deemed as not performed or reported in conformity with professional standards, when appropriate, and for
remediating weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of the system of quality control and the firm’s
compliance therewith based on our review.

Required Selections and Considerations

Engagements selected for review included engagements performed under Government Auditing Standards,
including compliance audits under the Single Audit Act, and audits of employee benefit plans.

As part of our peer review, we considered reviews by regulatory entities as communicated by the firm, if
applicable, in determining the nature and extent of our procedures.

Opinion

It our opinion, the system of quality control tor the accounting and auditing practice of LaFollett and Abbott
PLLC in effect for the year ended March 31, 2017, has been suitably designed and complied with to provide the
firm with reasonable assurance of performing and reporting in conformity with applicable professional standards
in all material respects. Firms can receive a rating of pass, pass with deficiencies, or fail. LaFollett and Abbott
PLLC has received a peer review rating of pass.

'Qstda. ¥ “fVl%.'Siq;, aPh

Roberts & McGee, CPA



ATTACHMENT G

GLENN HEGRR TEXAS COMPTROLLER OF PUBLIC ACCOUNTS

The Texas Comptroller of Pubiic Accounts (CPA) administers the Statewide Historically Underutilized Business (HUB)
Program for the State of Texas, which includes certifying minority and woman-owned businesses as HUBs and is designed to
facilitate the participation of minority and woman-owned businesses in state agency procurement opportunities,

We are pleased to inform you that your application for certification/re-certification as a HUB has been approved. Your
company's profile is listed in the State of Texas HUB Directory and may be viewed online at
http://www.window.state.tx.us/procurement//cmbl/hubonly.html. Provided that your company continues to mest HUB eligibility
requirements, the enclosed HUB certificate is valid for four years.

You must notify the HUB Program in writing of any changes affecting your company’s compliance with the HUB eligibility
requirements, including changes in ownership, day-to-day management, control and/or principal place of business. Note: Any
changes made lo your company's information may require the HUB Program to re-evaluate your company’s eligikility.

Please reference the enclosed pamphlet for additional resources, such as the state’s Centralized Master Bidders List (CMBL),
that can increase your chance of doing business with the state.

Thank you for your participation in the HUB Programl If you have any questions, you may contact a HUB Program
representative at 512-463-5872 or toll-free in Texas at 1-888-863-5881.

Texés Historically Underutilizéd Business (HUB) Certificate -

Stanswicis Hstocally Undenwet Susiness Fragnem

e i 2Tl & - Ceitificate/VID Number: . - 1300529107800
File/Vendor Number: .~ -~ .. 478807 =
ApprovalDate; - 16-MAR-2016 -
- Scheduled Expiration Date: 16-MAR-2020

The Tékés Cbm’ptrcl_l_er of Public Accotints (é_l?A). hereby certifies that
LAFOLLLETT AND ABBOTT PLLC

has successfully met the established requirements of the State of Texas Historically Underutilized Business {HUB)
Program to be recognized as a HUB. This certificate printed 18-MAR-2016, supersedes any registration and certificate
previously issued by the HUB Program, if there are any changes regarding the information (i.e., business structure,
ownership, day-to-day management, operational control, business location) provided in the submission of the business'
application for registration/certification as a HUB, you must immediately (within 30 days of such changes) notify the HUB
Program in writing. The CPA reserves the right to conduct a compliance review at any time to confirm HUB eligibility. HUB
certification may be suspended or revoked upon findings of ineligibility.

Bl A Ciearm

Paul Gibson, Statewide HUB Program Manager
~Texas Procurement and Support Services

Noteé: In order for State agencles and institutions of higher education {universities) to be credited for utiizihg this busingss és a HUB, they must award
payment under the Certificate/VID Number identified above, Agencies and Lnivarsilies ars encouraged to validate HUB certification prior o issuing a
notice of award by accessing the Internat (hitp-/iwww.window.state.bx.us/procurement/cmbliemblihub.hinl). or by contacting the HUB 'Program at
1:688-863-8801 or 812-463-5672. - - s it | BT Rt A T o M
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North Texas Groundwater Conservation District

Contact:

Rutherford, Taylor & Company, P.C.
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2802 Washington Street
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(903) 455-6252
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RUTHERFORD,
TAYLOR &
COMPANY, P.C.

Certified Public Accountants

2802 Washington Street Greenville, Texas 75401

July 23, 2018

Board of Directors

North Texas Groundwater Conservation District
C/O Greater Texoma Utility Authority

5100 Airport Dr.

Denison, TX 75020

(903) 455-6252

RE: REQUEST FOR PROPOSAL

Fax (903} 455-6667

Rutherford, Taylor & Company, P.C. is pleased to respond to your request for proposal for audit services for

the North Texas Groundwater Conservation District.

Qur proposal includes information concerning

Rutherford, Taylor & Company, P.C., our qualifications related to serving as your auditors, requested
information per the request, professional fees, and other related information.

Our understanding of the services to be provided included:

An organization-wide audit resulting in an unqualified opinion on the basic financial

statements

Evaluation of the District's internal accounting controls resulting in a report to the District
on reportable conditions in accordance with standards issued by the General Accounting

Office

Reporting on the District's compliance with laws and regulations as required by the General

Accounting Office and Texas Commission on Environmental Quality.

The audit will be made in accordance with auditing standards generally accepted in the United States of
America, and Government Auditing Standards, issued by the Comptroller General of the United States, as

applicable.

We believe that the information in this proposal provides information requested by your District. We also
feel 1t demonstrates that Rutherford, Taylor & Company, P.C. is qualified to serve as the District's

independent auditor.



Page 2

We appreciate this opportunity to present our qualifications, capabilities, and the approach we will use to
service your needs. We believe we will provide you with outstanding professional services with the quality
of personnel involved, our approach to the audit process, and the organization of our efforts.

We will be pleased to discuss any questions you may have regarding the proposal or any other matters
related to the engagement at your convenience.

Respectfully submitted,

Robert K. Lake, CPA
Rutherford, Taylor & Company, P.C.

RKL/sb



Introduction

Experience

Personal
Service

Cost-Effective
Service

RUTHERFORD, TAYLOR & COMPANY, PC CERTIFIED PUBLIC ACCOUNTANTS

The North Texas Groundwater Conservation District will benefit from selecting
Rutherford, Taylor & Company, P.C. to complete its annual financial and
compliance audit.

While all certified public accountants are bound by the same professional
standards, some firms are capable of providing a service that yields more benefits
to the client including recommendations and insight for and into the management
process. We believe Rutherford, Taylor & Company, P.C. will provide these services
to the North Texas Groundwater Conservation District.

Rutherford, Taylor & Company, P.C. has more than thirty years’ experience as
auditors for Texas local governments. This experience allows the engagement team
a practical understanding of government operations, thus enhancing the
effectiveness of the audit. This effectiveness translates to less interruption of your
daily schedules, efficient use of your records and facilities, and ultimately, reduced
costs to your District.

Our audit practice consists of a multitude of local government and non-profit
organizations. We were engaged to complete fifty local governments’ audits for
fiscal years ending in 2018. With this concentration of government audits, we have
a large investment in the audits of governments and continue to seek growth in this
specialized field.

Personal service is the key to the growth and development of professional
relationships with clients. The on-going relationship, including day-to-day financial
reporting assistance, provides both you and us the opportunity to strive for
excellence in financial reporting.

Rutherford, Taylor & Company, P.C. can provide the needed technical assistance to
assure you that your records and financial reports will be timely, accurate, and
informative to all interested parties.

The day-to-day involvement of the principals of Rutherford, Taylor & Company,
P.C. enables the audit to proceed in an efficient and cost-effective manner. The
principals and supporting staff have the experience, expertise, and work attitude to
provide the District with assurance that audit procedures are timely, functional,
and performed on a cost-effective basis.
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TECHNICAL COMPONENT: Scope and Approach

Scope of the Audit

Our audit of the North Texas Groundwater Conservation District’s Annual
Financial Report will be performed in accordance with government auditing
standards generally accepted in the United States of America as outlined in
Government Auditing Standards, issued by the Comptroller General of the United
States. It will further be designed to satisfy any Texas Commission on
Environmental Quality’s reporting and compliance requirements. Our audit will
include all operations for which the District exercises oversight and responsibility.

The standards outlined in the Government Auditing Standards are considered to
be generally accepted government auditing standards and shall be adhered to in
the accomplishment of our audit. These standards extend the non-governmental
standards by requiring additional scope, fieldwork, planning, and reporting.
Government auditing standards generally accepted in the United States of America
are required to be adhered to in the examination of Texas local government
financial statements.

Internal Control

Structure

We will review and evaluate the District's internal accounting controls, studying
such controls to the extent we consider necessary to evaluate the system of internal
accounting control as required by generally accepted auditing standards as well as
the financial and compliance standards of the Comptroller General of the United
States. New auditing standards require additional documentation of internal
controls and tests of the controls to determine the effectiveness of procedures in
place to assess the potential for risks. Any identified reportable conditions or other
deficiencies of the control structure will be reported to the District in accordance
with the any new Statements on Auditing Standards.
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Opinion and

Report We will issue opinions on the opinion units that comprise the District’s basic
financial statements in accordance with generally accepted accounting principles.
We will also prepare and issue the opinions, reports and schedules required by
generally accepted account principles (GAAP). You will be required to review the
basic financial statements prior to issuance of the annual financial report. The
financial report includes but is not limited to: Basic Financial Statements,
Required Supplementary Information, and other required supplementary
information required by GAAP. We will complete and return to you fifteen (15)
copies of the annual financial report.

Management

Letter We will prepare, if we determine it is needed, a management letter describing noted
weaknesses in internal accounting controls, observations regarding efficiency of
operations, and detailed recommendations to inform you of deficiencies noted in our
audit. Prior to issuing the management letter, we will review the proposed contents
with District administration to confirm the accuracy of our comments and to discuss
implementation considerations. We never hesitate to bring forward important
matters to the attention of the administration as soon as they are discovered. This
takes place usually during our interim and final fieldwork visits to the District. The
objective of the management letter is to provide the District's administration and
board of directors with constructive comments to correct potential problems and to
resolve noted deficiencies. We will provide copies of any letter issued to the
administration and board of directors.

Audit Approach

The engagement shareholder will be on site during the fieldwork phase to supervise
staff and answer District questions arising from the engagement. This on-going
personal involvement by the engagement shareholder, again, allows for a timely
and effective audit. '

Audit Programs

An annual audit is comprised of a preliminary plan in which limits of materiality
and audit risks are determined and an audit program is developed. Our audit
program will be designed specifically for the District based on our evaluation of
internal controls and the assessment of identified risks., Included in this
assessment is the utilization of analytical review and professional judgment to
maximize the effectiveness of audit procedures and eliminate ineffective audit
waste.

Our audit approach involves four work phases: Engagement planning, interim
fieldwork, final fieldwork and technical review.

Engagement Planning - In order to complete an effective and efficient audit of
the District's basic financial statements, the engagement and planning phase of the
audit is a critical phase. The first priority in this area will be to assure an orderly
transition from the District's present auditors. We will begin with a review of that
firm's workpapers, followed by a preliminary planning meeting with District staff
to ensure a smooth transition. Our approach to obtaining an understanding of the

b
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accounting system of the District will be to document each significant transaction
cycle through the use of narratives. This planning phase will allow us to design the
following three phases of the audit to ensure effectiveness as well as reliability
throughout the audit process.

Interim Fieldwork - Based upon work completed in the planning stage, we will
prepare audit programs, perform compliance testing considered appropriate, and
begin various types of substantive analytical procedures utilizing the District's
general ledger for the year.

The selection of audit procedures and design of audit programs is an exercise of
professional judgment made by the engagement team members with the approval
of the engagement shareholder.

Final Fieldwork - Final fieldwork will be performed after the District's year-end
closing of accounts. The final fieldwork phase will include the majority of the
substantive tests to be performed during the engagement, including but not limited

to:
- Perform audit tests and complete preparation of audit workpapers
- Complete audit programs, procedures and conclusions

. Discuss audit findings and adjusting entries as appropriate with District
administrative personnel

- Post District-reviewed adjusting entries and complete working trial
balances

- Obtain client representations and attorney letters

Technical Review - The final phase of the audit will begin as the fieldwork ends.
Activities which will be completed during the technical review phase of the audit
include:

- Engagement partner review of all workpapers to ensure compliance with
technical standards, completeness, and accuracy

- Finalization and preparation of the District's Annual Financial Report

. Conferences with District administrative personnel to review the
auditor's opinions, the Annual Financial Report and any preliminary
management letter comments

. Jssue and deliver the Annual Financial Report in accordance with the
requirements of the proposal after approval by District officials

- Present the Annual Financial Report and any management letter to the
Board of Trustees

The timing of each phase of the engagement will be coordinated with the District's
staff to ensure that daily activities are not disrupted, yet also to ensure that the

6
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RUTHERFORD, TAYLOR & COMPANY, PC CERTIFIED PUBLIC ACCOUNTANTS

audit is timely delivered and the reports prepared.

We will begin the planning process upon engagement and will coordinate District
visits with the District's business office staff. The Annual Financial Report will be
presented to the Board of Directors no later than its June 2019 meeting. We will
provide a draft of the financial report for the District’s review prior to completion of
the report. :

It is estimated that the audit will require approximately one (1) day for the interim
fieldwork. The final fieldwork should be completed over a two (2) day period.
Remaining fieldwork and the technical review should encompass an additional day.
Between the principals and staff, we anticipate a total of 72 hours will be committed
to the procedures. It should be noted, however, that a day represents the time in
your district to conduct the fieldwork with additional hours completed off-site. Our
day also potentially relates to a 8-10 hour time period. This extended day provides
for less travel time, decreased interruptions of your daily activities and a
concentrated work ethic. All fees are estimated using our standard rates ranging
in amounts from $ 65 to $ 175 per hour, per personnel.

Conformity with the rules of professional conduct requires that a certified public
accountant be independent, in fact and appearance, with respect to a client for

~whom he or she is issuing a report on financial statements. With respect to this

engagement on behalf of the North Texas Groundwater Conservation District, the
firm and all proposed audit team members are independent regarding direct and
indirect financial interest.

Many hours are required in a first time audit of an entity to study the systems and
procedures, to prepare appropriate audit programs, and to assemble complete
permanent files of documents needed during the audit. We believe that each year’s
service will provide added value to the District. And, as such, a long term
relationship can prove to serve the needs of both the independent auditor as well as
the school district.

The audit approach under a multi-year contract would not be appreciably different
than the approach documented in this proposal. Some clerical staff assignments
could change; however, the engagement shareholder and professional staff should
remain in place.
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MANAGEMENT COMPONENT: Audit Services

Firm Profile

Quality Review

Rutherford, Taylor & Company, P.C. is well qualified to provide the audit services
requested by the North Texas Groundwater Conservation District. The ability of
the firm to provide cost effective audit services and timely consulting services is
shown most prominently by its long term relationships with many of its local
government clients..

Rutherford, Taylor & Company, P.C. is a local certified public accounting firm
providing auditing, tax, and consulting services to the public sector in the north
central Texas area from its main office in Greenville.

A full range of accounting, auditing, tax, and consulting services are provided to a
variety of clients including Texas public school districts. Major clients include 34
Texas public school districts, counties, municipalities, special utility districts, and
other local governmental units. Additionally, several water supply corporations are
also clients. Because of our firm's strong emphasis in government accounting and
auditing, all professionals and supporting staff members are experienced in
governmental accounting procedures. This experienced staff will allow for services
to be rendered in an efficient and timely manner. -

Rutherford, Taylor & Company, P.C. traces its origin to 1952 and has served the
community and area continuously since its inception. Presently, Michael E. Taylor
is the firm’s managing shareholder. He has more than 35 years of governmental
accounting and auditing experience in Texas local governments. Robert K. Lake is
the audit shareholder for the firm. He has 35 years of local governmental
accounting and auditing experience.

Rutherford, Taylor & Company, P.C. is presently enrolled in the Texas Society of
Certified Public Accountants quality review program. This enrollment began in
1989 with the adoption of the requirement for review by the American Institute of
Certified Public Accountants, Texas Society of Certified Public Accountants, and
the inclusion of the quality review provision as a requirement for completing
governmental audits in the Governmental Auditing Standards as issued by the
Comptroller General of the United States. The program requires an in-house
review once every three years in accordance with those standards. The Firm's first
review was conducted in December, 1991 and an unqualified report was issued.
Reviews were completed in each of the following four subsequent three year periods.
Each review concluded with an unqualified opinion being issued by the engaged
firm. A copy of our most recent report, 2016, is included in this proposal as an

exhibit.
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RUTHERFORD, TAYLOR & COMPANY, PC CERTIFIED PUBLIC ACCOUNTANTS

Rutherford, Taylor & Company, P.C. has the training, technical competence, and
experience to perform the services needed in this engagement. Local as well as
regional school districts have sought out and engaged Rutherford, Taylor &
Company, P.C. to provide audit services because of our capabilities and experience.

Rutherford, Taylor & Company, P.C. provides its clients with a full range of
accounting, auditing, single audit, and financial reporting services. Many of the
services we provide to the area local governments are very similar to the types of
services the North Texas Groundwater Conservation District is réquesting,

We have a depth of experience serving all types and sizes of government
organizations, Our clients range from small municipalities to larger counties and
school districts. Over the past year, we audited 34 Texas public school districts as
well as 2 municipalities, 1 county and a variety of other governmental entities
including 6 special utility districts and a municipal utility district.

We provide these clients with a full range of services, including their Annual
Financial Report as well as other day-to-day requests concerning accounting
procedures, information reporting, and other internal control and compliance
assistance. To support our qualifications in this regard, we are proyiding an
enclosed exhibit containing a list of current and prior local government clients to
support our claim for extensive knowledge of governmental accounting and auditing
procedures. We invite you to contact any of the individuals listed on the exhibit to
discuss the services we have rendered to their entity.

The audit team will be headed by Robert K. Lake, the firm's audit shareholder. He
will be on-site during the engagement to direct all audit team members and to
answer any questions relating to accounting controls and procedures.

Office professional staff members will comprise the remaining professional staff in
the engagement. They are trained to complete specific engagement tasks thus
minimizing audit waste through efficiency.

In addition to the engagement partner and the professional staff, the firm will
assign other clerical staff to perform necessary engagement steps to complete the
procedures in a timely manner. Those members will be selected for their technical
ability, engagement specialty, and experience.

Resumes on the firm's professional staff are included as exhibits in this proposal.

In accordance with firm policies and government auditing standards, each
professional is required to obtain 120 hours of continuing professional education
every three years with a minimum of 20 in any one year. Annually, each staff
professional recéives training in specialized areas including governmental
accounting and auditing. The firm's policies and staff courses are reviewed during
the quality review process to ensure compliance with Government Auditing
Standards. Each professional's resume, included in this proposal as an exhibit, lists

9
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the continuing professional education courses attended within the last three years
which relate to governmental accounting and auditing,.

District Assistance

Other Matters

Additional
Services

Rutherford, Taylor & Company, P.C. will prepare all audit workpapers, schedules,
adjusting journal entries, client prepared journal entries, and the entire Annual
Financial Report. We will require District personnel to review all proposed journal
entries prior to inclusion in the trial balances. We will request the District's staff
for assistance in certain areas. Typically, these will be minor in relation to the
overall tests performed. These tasks will include, but are not limited to, a summary
to determine the highest cash in bank during the fiscal year, a listing of investments
and earnings, a summary of accounts payables and receivables at year end,
schedules of capital assets and depreciation, and retrieving selected documents.
Other requests may be made during our visit. Generally our requests are minor
and usually involve adding numbers or other repetitive tasks. As you can see, these
areas are minimal in relation to the overall audit tests to be performed and financial
statements to be prepared.

Rutherford, Taylor & Company, P.C. has never been publicly or privately
reprimanded by the Texas State Board of Public Accountancy.

Based on the information provided in your request for proposal, it appears that no
specialist or consultants will be used outside of those presently engaged or employed
by the District. Those specialists presently employed could include the District's
accounting software and tax accounting providers.

In addition to providing traditional accounting, auditing, and tax services,
Rutherford, Taylor & Company, P.C. provides a wide range of other consulting
services that can benefit the North Texas Groundwater Conservation District both
now and in the years to come. Some of the financial and consulting services that
may be of interest to the District are outlined below.

Tax Information Reporting - All businesses have been affected by various new and
constantly changing Internal Revenue Service information reporting requirements.
Reporting requirements have become increasingly complex and pervasive, and the
Internal Revenue Service is assessing substantial penalties for noncompliance
much more frequently.

Management Consulting - Rutherford, Taylor & Company, P.C. can provide a full
range of financial and management advisory services to assist the District's
administration and Board of Directors in its daily operations. In today's business
environment, the best advice possible is necessary to minimize costs, potential
risks, and inefficient operational activities. The various management consulting
services would include the following:

Organizations Design and Development - including report design, paper

10
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flow, record retention and management, organizational reporting and
development, and departmental responsibilities.

* Financial Management - including daily cash management, short-term
investment management, cash budgeting, capital budgeting, methods of
financing, and depository contract and bank proposals.

+ Compliance Management - including review of policies and procedures
with regards to federal and state compliance requirements.

11
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PROFESSIONAL FEES

Our fees are based on the time required by professional staff members to perform
the engagement. We attempt to keep our time to a minimum by working closely
with District personnel. Estimates of our time requirements and our fee are based
on the size of the District and our experience providing similar services to other
districts as well as our review of the District’s financial report and accounting
records. The estimate is based on the assumption that we will not encounter any
significant unusual circumstance during the audit. If significant additional time is
necessary, we will discuss it with you and arrive at a new fee estimate before we
incur the additional costs.

In accordance with the rules of professional conduct of the State Board of Public
Accountancy, a firm cannot make a competitive bid for professional services. A fee
estimate may be given as long as it is understood that the firm will not have its
independence impaired by being bound to the estimated amount if conditions
change which require extensive additional services. We do not, however, render a
fee estimate without careful consideration and deliberation.

Our fee will be based on the assumption that the reporting requirements of the
District, Texas Commission on Environmental Quality, and other agencies will be
substantially the same as in previous years. With the continued issuance of
government accounting standards by the Governmental Accounting Standards
Board the fees will be, at best, an estimate of the time we feel will be needed to
implement any new reporting standards.

Our fee estimate will include the preparation of fifteen (15) copies of the Annual
Financial Report. Should the District want to use an alternative method for
producing the reports, we will provide a camera-ready copy to the District; however,
the fee estimate will not be reduced. We will produce additional copies of the report
at a cost of § 20 per copy.

Fee Estimate — 2018 year $ 5,950

We anticipate that an ongoing audit relationship would result in a fee increase over
the next few years at a rate of approximately 3.5%. This would assume that the
accounting standards, auditing standards and requirements of the State and
federal government do not significantly change during the period. With this said,
we anticipate the fees over the next few years to approximate the following
amounts:

Fee Estimate — 2019 year $ 6,150
Fee Estimate — 2020 year b 6,375
Fee Estimate — 2019 year $ 6,600
Fee Estimate — 2020 year $ 6,825

12
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CONCLUSION

The most valuable asset we have as a firm is our reputation as a quality provider
of services. We will never compromise the quality of our work in order to complete
a job within the number of hours estimated. You can be sure that we will do as
much work as necessary in our professional judgment to determine that the reports
are well documented and responsive to the needs of the District.

Our firm's philosophy is to perform quality professional services as requested by the
District in an efficient and cost effective manner which allows the District to
maximize its financial resources yet obtaining an effective and informative audit.
We intend to provide the District with our technical capabilities and personal
attention that are our trademark in the governmental auditing field.
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PROPOSER QUALIFICATIONS

ROBERT K. LAKE, CPA
Government Audit
Experience: 35 years
Percentage of
Time on Site: 100%
Jobs Held: Staff to Engagement Shareholder
Educational
Background: Bachelor of Business Administration
Baylor University - May, 1980
Seminars
Attended: GASB 75 Made Easy — June 2018
Texas Schools Accounting and Auditing Update — June 2018
Texas School District Accounting and Auditing Conference — June 2018
Auditware Annual Update — July 2018
Single Audit Conference — October 2017
Texas Schools Accounting and Auditing Update — June 2017
Texas School District Accounting and Auditing Conference — June 2017
Auditware Annual Update — July 2017
Texas Schools Accounting and Auditing Update — June 2016
Texas School District Accounting and Auditing Conference — June 2016
Applying the Uniform Guidelines for Federal Awards — August 2015
GASB 68 Implementation — June 2015
Texas Schools Accounting and Auditing Update — June 2015
Texas School District Accounting and Auditing Conference — June 2015
Government Audit Quality Center Annual Update — April 2015
Personal and Professional Ethics — March 2015
Individual Income Tax Update — January 2015
Certifications: Certified Public Accountant - September 1982
Certificate of Educational Achievement - Government Accounting and Auditing -
November 1989
Professional
Organizations: American Institute of Certified Public Accountants
Texas Society of Certified Public Accountants
Government Audit Quality Center - AICPA
Texas Association of School Business Officials
Other
Experience: Engagement shareholder on audits of municipalities, counties and various other

government agencies and nonprefit organizations.
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WILF & HENDERSON, P.C.

CERTIFIED PUBLIC ACCOUNTANTS m::::m:mi:: ;:“ c‘-'mfm'd Public Accountants
Member of AICPA Gaversmental Audit Quality Centes

System Review Report
May 27, 2016

To Rutherford, Taylor & Company, P. C.
and the Peer Review Committee of the Texas Society of CPAs

We have reviewed the system of quality control for the accounting and auditing practice of Rutherford,
Taylor & Company, P. C. (the firm) in effect for the year ended December 31, 2015. Our peer review was
conducted in accordance with the Standards for Performing and Reporting on Peer Reviews established by
the Peer Review Board of the American Institute of Certified Public Accountants. As a part of our peer
review, we considered reviews by regulatory entities, if applicable, in determining the nature and extent of
our procedures. The firm is responsible for designing a system of quality contral and complying with it to
provide the firm with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. Qur responsibility is to express an opinion on the design of
the system of quality control and the firm’s compliance therewith based on our review. The nature,
objectives, scope, limitations of, and the procedures petformed in a System Review are described in the

standards at www.aicpa ore/prsummary.

As required by the standards, engagements selected for review included engagements performed under
Government Auditing Standard,

In our opinion, the system of quality control for the accounting and auditing practice of Rutherford, Taylor
& Company, P. C. in effect for the year ended December 31, 2015, has been suitably designed and complied
with to provide the firm with reasonable assurance of performing and reporting in conformity with
applicable professional standards in all material respects. Firms can receive & rating of pass, pass with
deficiency(ies) or fail. Rutherford, Taylor & Company, P, C. has received a peer review rating of pass.

zfé/%fmﬁa

)
Wilf & Henderson, P. C.

1430 Colfage Drive = PO, Box 5;197 # Texurkana, Texas 75505 * 903-793-5646 * FAX go3-793-7630 * www.willhien.com



Proposed Audit Fee Schedule for NTGCD

POSITION TOTAL
AUDIT PARTNER, CPA S 12 § 2,100
STAFF AUDITORS 30 § 3,450
PARAPROFFESIONAL 6.15 S 400
TOTAL FOR 2018 $ 5950.
FEE ESTIMATE — 2019 $ 6,150
FEE ESTIMATE - 2020 S 6,375
FEE ESTIMATE — 2021 $ 6,600
FEE ESTIMATE — 2022 S 6,825
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