
NORTH TEXAS MUNICIPAL WATER DISTRICT

MINUTES OF FINANCE /AUDIT COMMITTEE MEETING

MAY 17, 2017

Chairman Larry Parks called the meeting of the Finance /Audit Committee to order at
approximately 3: 10 p. m. on Wednesday, May 17, 2017, in the Administrative Offices in Wylie, 
Texas. 

Members present included Chairman Larry Parks, Directors John Murphy, Phil Dyer, Jack May, 
Lynn Shuyler, and John Murphy. Directors Bill Forbus and Michael Lopez were absent. A quorum
of the Finance /Audit Committee was present. 

President Terry Sam Anderson, Vice President Bob Thurmond, Secretary John Sweeden, Past
President Joe Joplin, and Directors Bill Lofland, Don Gordon, and Wayne May were present for
the meeting. Director Marvin Fuller was present for a portion of the meeting. 

NTMWD staff present included Tom Kula, Judd Sanderson, Rodney Rhoades, Janet Rummel, 
Teresa Wigington, John Montgomery, Melisa Fuller, and Terina Turner. 

I. ACTION ITEMS

A. Consider Approval of Minutes — April 19, 2017

Upon a motion by Director Jack May and a second by Director Phil Dyer, the
Finance /Audit Committee voted unanimously to approve the minutes of the
meeting held on April 19, 2017. 

B. Review and Possible Action on Retirement Fund

Assistant Deputy Director Rodney Rhoades reported that the review of the
employees' retirement fund began in 2016 with a goal to provide long -term
financial security, reduced unfunded liability, and ensuring all existing employees
are kept whole. The review included multiple plans including: 

1. Texas County and District Retirement Services (TCDRS) 
2. Modified Defined Benefits Plan with expanded 457

3. Leave existing plan as is
4. Modify existing plan to require employee contribution for new hires

The review focused on: 

A freeze of the existing plan and move to TCDRS
A modification to the existing plan that requires employee contribution for
new hires

Mr. Rhoades advised that a third party actuary was contracted to review
assumptions made and comment on findings for a possible transition to a plan

administered by TCDRS. 
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Mr. Rhoades reported the actuary review findings included: 

Reduced Unfunded Liability
Lower Normal and Amortized Costs because employees are required to
contribute to plan

Increased short term costs as a result of assumptions to pay 5% employee

contribution for existing staff
Expected reduction in costs and Unfunded Liability in the long term
because of employee contributions

Current plan unfunded liability is amortized over a 26 year period
Integration and management of two plans may be challenging
Existing employees are made whole and will received the same benefits at
retirement as they would under the existing plan with $ 0 out of pocket

Mr. Rhoades reviewed the considerations for all four options as follows: 

Option 1 — Freeze existing plan and transition to TCDRS Plan
Larger portfolio and investment opportunity (over $26 billion) 
Strength in numbers

Guaranteed 7% return on employee deposits

Average rate of return of over 7. 5% on district investments

Employees are required to contribute 5% of salary to plan
o District would fund contributions for existing employees

Employees will receive a larger monthly annuity upon retirement for newer
employees with longer time in the system and due to their contributions into
the Plan

TCDRS is considered to be one of the best run retirement systems in the
State

May delay planned retirement of certain employees by 18 months
May be difficult to administer two plans

Option 2 — Amend the existing plan for lower tier benefits for new employees
Reduces the unfunded liability
Could result in lower costs

Does not impact existing employees
May be difficult to administer

Option 3 — No change to existing plan
Unfunded liability would be paid down over the next 26 years
Costs could go up over time as new employees are added to the District
District assumes all the risks of funding ( employees are not currently
required to contribute) 

Option 4 — Amend the existing plan for new employees to contribute
All new hires as of 1/ 1/ 2018 could be required to begin contributing to the
Plan ( recommend no less than 5 %) 

Reduces the unfunded liability
Could result in lower costs

Does not impact existing employees
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Committee discussion focused on possible harm to existing employees with a transition
to a new plan. Mr. Rhoades advised that currently 35 employees are in the potential range
of retirement and that a transition could result in the employees having to extend their
retirement date, as there is an 18 -month participation requirement in the TCDRS plan as

well as the possibility of a lower annuity. The Committee indicated more information would
be needed to make a decision to transition to a new plan. 

Executive Director Tom Kula recommended the Committee consider the fourth option — to

amend the existing plan for new employees to contribute, and it was the consensus of the
Committee to follow this recommendation at this time. President Anderson noted that the
current Defined Benefit Plan fund has earned an average of 7.4% over the past 18 years. 

Additional information will be presented to the Finance /Audit Committee at a future

meeting, once it becomes available. 

II. DISCUSSION ITEMS

A. FY18 Budget Update

Assistant Deputy Director Rodney Rhoades gave an update on the FY18 Budget
requests for personnel and noted that the Personnel Committee had reviewed and

recommended 21 new personnel to the Finance /Audit Committee. Of the 21 new

personnel being requested, 8 personnel are for the Stewart Creek West WWTP, 
which is fully funded by the City of Frisco. 

B. Review Consultant Selection Process

Assistant Deputy Director Rodney Rhoades reviewed the process used for
selecting consultants, engineering services and attorneys. He indicated NTMWD

follows guidelines set in the Enabling Legislation and District Policy No. 5, Board
of Directors Rules of Procedure. Mr. Rhoades advised the Committee that the list

of consultants, engineering services and attorneys would be provided as part of
the FY18 Budget Process and noted that attorneys, engineers or consultants not
listed on the Authorized List will be presented for authorization as a Board Agenda
Item. 

C. Review Purchasing Process

Deputy Director Judd Sanderson reviewed the current process for purchasing
supplies explaining that in 2009 the District implemented a Decentralized
Purchasing Program to promote operational efficiencies. This program has placed
the purchasing responsibility with Facility Managers with direct knowledge and
expertise of operational supply and equipment needs for facilities. 

Mr. Sanderson reviewed the levels of approval and process for Emergency
Expenditures. 
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III. ADJOURNMENT

There being no further buain9SG. the meeting adjourned at 4:48 p. m. The next meeting of
the Finance/Audit Committee will be called by the Chairman with proper notification to all

IT-' 
members. 

LARRY P

Chairman


