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Section Il - Gila Corporation’s Description of Controls

Overview of Operations

Company Overview

Gila Corporation (Gila or the Company) was founded in 1991 and offers outsourced collections and
payment processing services to governmental, higher education and financial entities throughout North
America. Through its operating divisions, Municipal Services Bureau (MSB) and Gifa Group, the
Company empowers more than 300 talented employees with advanced technology, data management
tools and leading edge business practices to exceed the expectation of its Clients. The Company
provides services to its Clients which can be tailored to their specific requirements. The following services
were reviewed in conjunction with this report:

Driver Responsibility Program (DRP) — the collection of fees assessed by the State of Texas for g
variety of motor vehicle related infractions which the violators were convicted such as DWI, License
Suspension and Proof of Insurance issues.

Central Texas Regional Mobility Authority {CTRMA) — the coliection and processing of toll fees on

behalf of this entity.

Governmental Institutions — the collection of delinquent court fines, fees and debts for state and local
governments,

Financiat Institutions — the outsourcing of collection and Call Center functions.

As discussed, the Company provides services to governmental, higher education and financial entities

and these entities are referred to as “Clients” in this report. The individuals participating in Client
Programs are referred to as “Customers” in this report.

Since the services described in this report can be performed by any of the Company's operating divisions,
this report does not distinguish between the procedures performed by each division on behalf of the
Company. As such, the procedures discussed in this report as being performed by “the Company” may
include procedures performed by MSB and Gila Group, however no separate reference has been
included for them.

The Company is a long standing member of the Association of Credit and Collection Professionals (ACA
International) which represents a growing and diverse industry of accounts receivable management
companies. Also, the Company has been certified under ACA International’s Professional Practices
Management System (PPMS) program and has developed the necessary policies and procedures
required under that program.

Description of Processing Environment

The Company utilizes several servers to house its applications, e-mails, web applications, domain and
security applications and these servers all use Microsoft Windows operating systems (versions 2000 and
2003). The Company also utilizes the following applications to provide its services to Clients:

» Collections Resource System (CRS) — a custom designed application used to automate the
fundamental functions of the collections and payment processes. CRS maintains a record of case
activities including placement data, payment history and collection attempts. Activity is updated
real-time when a collector performs an action and this real-time information is available for Clients
to review. This system also allows for tailored reporting on collection activity including collector
productivity management, Customer status & analysis reporting. This application is also utilized to
create checks for payment to Clients for Customer payments during the invoice process.

* SalesForce — a web-based Customer Relationship Management (CRM) software package used
by the Company’s Client Service and Operations personnel to document and track interactions
with Clients using detailed case notes.

* TopNotch — a software application used to document collection procedures performed for certain
Financial Institution Clients. Since the Company does not receive payments under these
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programs, the application is used as a tool to document collection procedures, including
discussions with Customers. Other Financial Institution Clients may request the Company utilize
a similar application maintained by the institution. In these cases, the Company is provided with
remote access to those applications in order to document its procedures via a secured access
method (e.g. VPN).

* |temAge — this application is used to input Customer payment information received in the mait into
the CRS application. :

¢ Great Plains — this accounting application is used to generate checks to Customers related to
overpayments, it is also utilized to record activity in the Company's bank accounts for bank
reconglliation purposes.

The Company maintains a dedicated information Systems and Support (ISS) department that is managed
by a Chief Information Officer. This department is responsible for managing and licensing the software
applications as well as its hardware, infrastructure and operating systems.

Overview of Internal Controls

Control Environment
The Company’s control environment reflects the overail attitude, awareness and actions of management,
its owners, and others concerning the importance of controls and the emphasis given to controls in its
policies, procedures, methods and organizational structure.

The Company’s organizational structure reflects its emphasis on delineating responsibilities to designated
groups and personnel as well as maintaining segregation of duties. The Company’s operations are
managed by a Senior Management Team which includes the Chief Executive Officer (CEQ), President,
Chief Financial Officer (CFO), and the Chief Information Officer. The Senior Management Team meets
twice per month to discuss operational and Client issues as well as new Client opportunities.

The Company has Director-level and Senior Manager personnel who comprise a Cross-Functional team
that is responsible for more specified operational duties such as Operations, Collections, Client Services,
Call Center, Training & Quality Assurance, Information Systems & Support (ISS), Finance and Human
Resources. Account Managers are also utilized to manage relationships with Clients and provide a
primary contact for resolution of issues. These Directors and Account Managers have Cross-Functional
team meetings to discuss operational and Client specific issues.

The Company's Board of Directors has the ultimate responsibility for overseeing the business policies
and overall governance of the Company including its strategic direction. The Board is comprised of the
CEO and external business owners/shareholders and meets monthly to discuss operational and financial
matters.

Risk Assessment

An entity’s risk assessment process is its identification, analysis, and management of risks relevant to
user arganizations. The Company recognizes that risk management is a critical component of its
operations and is at the core of services offered. Daily activities are focused on mitigating risk from
internal and external factors. Management has identified the principal risks as those that center around
the safeguarding of Client/Customer information and Customer payments as well as the appropriate
processing of this information.

Clients enter into a Contract with the Company pricr to the initiation of services and this Contract contains
limits of liability, indemnification and other legal protections for the Company. All contracts are reviewed
by the Company’s management prior to execution, as appropriate. For critical services, the Company
maintains relationships with muliple vendors to imit exposure for failure to perform.

The Company has a Strategic Plan which includes financial and operating performance expectations.
Menthly, management updates the Board of Directors with the Company's actual performance against the
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Strategic Plan.

Information and Communication

To help align the Company’s business strategies and goals with operating performance, management is
committed o maintaining effective communication with all Company personnel. As discussed, the
Company has regular meetings of its Senior Management Team and Cross-Functional Team to discuss
operational and Client specific issues. To the extent that issues are identified, the Company may develop
a specific training course for its employees to address the issue and/or additional procedures will be
developed through a Continuous Improvement program that is maintained by the Company. Additionally,
due to the refative size of the management team, important issues can be communicated to personnel in
a timely manner.

The Company also maintains a formal list of policies which describe the procedures to be performed by
Company personnel in specific situations. These policies were developed in conjunction with the
Company's efforts to become compliant with the ACA's Professional Practices Management System
(PPMS) program in which the Company has been certified. These policies have been distributed to all
personnel and help ensure that procedures are consistently followed and include various control
procedures to help ensure proper approvals are obtained for sensitive areas,

Control Activities

Control activities are the policies and procedures that help ensure management directives are carried out
and actions are taken to address risks related to achievement of the entity’s objectives. Control activities,
whether automated or manual, have various objectives and are applied at various organizational and
functional levels. The Company’s management team is responsible for directing and controlling
operations and for establishing, communicating and monitoring control palicies and procedures. The
Company maintains sound internal controls and holds high expectations for the integrity and ethical
values of Company personnel. Organizational values and behavioral standards are contained in the
Company’s Employee Handbook and Code of Business Conduct and each employee is required to
acknowledge their understanding of each in writing. Additionally, specific procedures have been outlined
in the PPMS policy documents which contain control procedures used by management to safeguard the
assets and information of Clients and Customers.

Specific control activities are provided in the Process Description and Related Controls sections below
and in Section lil — Information Provided by independent Service Auditor.

Monitoring

Monitoring is a critical aspect of internal control in the evaluation of whether controls are operating as
intended and whether they are modified as appropriate for changes in conditions. Company management
monitors the quality of internal control performance as a normal part of their activities. The Company
takes its evaluation of internal contro!l quality very seriously and has established a Training & Quiality
Assurance department whose primary responsibilities include training personnel, monitoring the quality of
the services provided to Clients and ensuring Call Center personnel are in compliance with Federal, State
and Local laws and reguiations. This department is also responsible for monitoring the Company's
compliance against stated procedures that have been documented per the requirements of the PPMS
program. Specifically, the Training & Quality Assurance department performs the following monitoring
procedures: :

» Call Center Monitoring — calls from the Company's Call Center department are regularly
monitored to ensure that quality standards are maintained and issues are identified in a timely
manner.

* Internal Audits — audits are performed to help ensure that procedures outlined in the PPMS
documentation are consistently/completely performed and specific audits are performed at the
request of the Company's Board of Directors.

+ Continuous Improvement and Corrective Action Reports — reports are utilized to track areas for
improvement in the Company and the procedures required to address those issues. These
improvement areas may include the addition or modification of procedures to address issues
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identified during the Company’s evaluation of its compliance with PPMS documents.

« Training Programs — formal training programs are utilized for new hires and specific programs are
developed to address issues identified with Call Center issues. In addition, pertinent personnel
undergo training for new procedural rollouts and the annual routine refresher training courses.

* Annual Management Review Checklist — an audit checklist is used to help ensure that certain
specific procedures that are required to be performed at least annually by the Senior
Management Team are performed. Examples of procedures on this checklist include Client
Satisfaction Survey evaluations, Performance Measurement against Goals, Legal Review, Ethics
Review, internal Audit Report reviews and Corrective Action Report reviews.

These procedures are in addition to the monitoring procedures performed during Senior Management
Team and Cross-Functional Team meetings.

Process Description and Related Controls

Nofte: Parenthetical references have been included in the following narrative as a cross-reference to the
applicable control procedures inciuded in Section 1l of this report.

Organization and Administration

The Company maintains a formal organizational chart which lists its separate operational departments in
order to maintain a division of roles and responsibilities for Company personnel. These departments
include Operations, Collections, Client Services, Call Center, Training & Quality Assurance, Information
Systems & Support (ISS), Finance, Human Resources, Gila Group, and Marketing & Business
Development. Weekly Cross-Functional meetings are held with Directors, Account Managers and
Managers of these departments to discuss operational issues. (1.1) Job descriptions, maintained for each
department, are updated annually. (1.2) The Human Resources department is responsible for creating
and updating job description templates for management to review.

Formal policies and procedures have been developed covering critical aspects of employment including:
hiring, job training and performance appraisals. These procedures are outlined in the Company’s
Employee Handbook that is provided to each new employee during his/her new hire orientation. This
Handbook contains the Company’s Code of Conduct which covers areas of business conduct and ethics
when working with Clients, Customers, vendors, the public and other employees. The Employee
Handbook is updated annually each October. (1.3) The Code also addresses conflicts of interest that
could arise between the personal conduct of employees and their positions within the Company. The
Code is required to be signed by employees on their first day of employment and for each subsequent
Handbock update, (1.4)

Departmental managers are responsible for identifying new employee openings and completing a Job
Requisition form which outlines the position and the requirements. The Company's Human Resources
department is then responsible for recruiting job applicants. Criminal background checks are performed
on all applicants by the Texas Department of Public Safety prior to an offer being provided. (1.5) Other
background checks are also performed on potential employees to identify whether they are included in a
collection program being operated by the Company (e.g. Driver Responsibility Program, court fines, etc.).
(1.6) To the extent that certain issues are identified with these checks, potential employees may not be
offered employment with the Company. Monthly, the Human Resources department updates certain
background checks to identify any current employees who may be participating in the collection programs
offered by the Company. {(1.7) To the extent issues are identified, they are pursued with the employee
and remediation payment plans are established. If the employee does not agree to a reasonabie
remediation plan within two weeks, the employee is terminated. For terminated employees, network
access is removed by the Network Administrator and application access is removed by the Application
Administrators upon notification of termination from the Company by Human Resources personnel
through a helpdesk ticket. (1.8)



Performance appraisals are given to employees by their immediate supervisor annually using a
documented evaluation form. (1.9) These appraisals are the basis for the employee’s annual
compensation adjustment. Supervisors meet with employees and discuss their strengths and
weaknesses during the previous year and any areas of weakness are addressed with an action plan for
improvement. These appraisals are documented via a standardized review form, are signed by the
employee, supervisor, department manager and an HR representative, and these forms are retained by
the Company’s Human Resources department. (1.10)

The Company maintains a Training & Quality Assurance department that is responsible for providing
training to new employees (during new hire orientation} and existing employees (to address specific
requirements). This department tracks the training requirements and attendance for employees in
Training Logs and Quality Audits and issues are reported to management personnel. (1.11) Specific
training is provided to certain departmental personne! based on their roles at the Company including
training for Call Center personnel who perform collection procedures on State collection laws and Fair
Debt Coilections Practices Act (FDCPA) requirements, (1.12)

The Company maintains an Intranet site that contains benefit and other HR information that employees
can access and review their information via a unique user ID and password for their account.

Client Implementation and Service

The Company maintains a Business Implementation Team (BIT) to coordinate and complete
implementation procedures for each Client. This team includes Sales personnel, Business Analysts (BA)
and Account Executives (AE).

The first step of the Implementation process involves obtaining a Contract signed by the Company and
the Client which details the requirements of the program and contains standard Terms & Conditions. (2.1)
Once a signed Contract is established, Sales personnel extract the business requirements from the
Contract and Request for Proposal (RFP) and input this information into the Company’'s Sales Force
application. (2.2} Sales personnel then create a New Client Implementation Checklist based on the
Company's established Implementation procedures and customized for the requirements of the Client
Contract,

The Sales personnel then assemble a BIT for the implementation and establish a new Client Tracker
incident in the Company’s SharePoint application. The information in this application is used by the BIT
and other Company personnel to document the Implementation procedures being performed and
communications with Client personnel. (2.3) The BA then coordinates a series of conference calls with
the Client to obtain the necessary information to configure the new Client with the Company.

After receiving the necessary information to complete the setup procedures, the Company configures its
processes and systems to the requirements of the Client according to an established timeline that has
been tailored for the Client. This configuration includes establishing Client requirements in the CRS or
TopNotch applications, communication protocols (including sharing of electronic files through a dedicated
FTP site), Client reporting requirements, and cash transmission frequency and methods {if required).
Each Client is assigned a segregated environment within each of the Company’s IT applications and as
such, the implementation procedures are performed directly in the production environment of these
applications. (2.4) Since separate environments are maintained, new Client development does not impact
the functionality of these applications for existing Clients. The Implementation also includes testing
procedures to help ensure that the application configurations and file sharing protocols are appropriate
using test data from the Client. (2.5) Testing is performed by the Company’s ISS department with the
involvement of the Client Services, Collections, Finance, and Operations departments.

Once testing has been successfully completed and approved, the Company will initiate “Go-Live”
procedures to finalize the Implementation process. In order to help ensure that these Go Live procedures
are consistently performed, the BA utilizes a Go-Live Checklist which lists the procedures to be performed
and approvals required from the Client and the Company. {2.8) These approvals are obtained to help
ensure that the appropriate Client and Company personnel have reviewed and agree with the setup of the
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Client. Once all approvals are obtained, the program is desmed to “Go Live" and the Ciient is notified.
The BA will then continue their ownership of the Client refationship through the first submission upload
and generation of the first Client invoice.

The Company maintains a Client Services department which assumes ownership of Clients after
completion of the Implementation procedures and the successful processing of the first Client invoice.
This department includes Account Executives who are the main personne responsible for Client
communications and addressing Client concerns and/or issues. To the extent that issues are identified,
communications with the Client are documented in “Cases” in the SharePoint application. {2.7) These
Cases remain open until the issues are resolved.

Weekly, the BIT, Department Managers and the Director of Network Services & Support participate in All
Client Status meetings which discuss the status of Client Implementations, verify that procedures are
being performed according to Company policy and issues are being resclved. (2.8} Any issues identified
in those meetings or throughout the Implementation process are documented in Client Issues Logs in
SharePoint and are reviewed during those meetings in order to help ensure that appropriate action is
being taken. (2.9)

Customer Submissions
The Company routinely receives information regarding new or changes to information about Program
participants or “Customers” and this information can be submitted to the Company either electronically or
via manual reports or forms. This information is received by the Company’s Client Operations section of
the Operations department which includes Data Entry personnel.

Electronic submissions are received through the Company's FTP website for download by the Company's
Data Entry personnel into CRS. DRP and CTRMA submissions are processed daily and other Client's
submissions are processed periodically (based on the receipt frequency). To the extent that information
fails to download successfuily in CRS, the Data Entry Supervisor will pursue and resolve issues until all
files have been downioaded successfully. (3.1) In the event that Operations personnel cannot resolve the
issue, a frouble ticket will be established so that ISS department personnel can assist in the resolution of
the issue, (3.2)

For the DRP, Data Entry personnel also calculate the sum of the driver license numbers contained in the
import file to the sum of the driver license numbers downioaded via CRS Acknowledgement Reports and
differences between the hash sums are pursued and resolved. (3.3)

Manual submissions (which occur only for Governmental Clients) involve the periodic submission of
manual reports by Clients via mail or fax which contain Customer information. Once received, Data Entry
personnel enter the submissions into a “Data Entry {I” application which batches submissions for upload
into CRS at which time Acknowledgement Reports are generated. Data Entry personnel then reconcile
the information on these Acknowledgement Reports to the information received from the Client using a
batch cover sheet and any issues are corrected within CRS. (3.4} The Data Entry Supervisor performs
random audits of the submission information input into CRS to identify issues and/or trends. {3.5)

In cases where the Company is utilizing an application of a Financial Institution Client {i.e. not CRS), no
customer submission activity is required.

Customer Service

The Company maintains a bi-lingual Cail Center whose responsibifities inciude processing Customer
payments, obtaining information on Customer payments andfor answering questions from Customers.
Automated assistance is also available 7 days a week, 365 days per year. (4.1) Call Center
representatives are available from 7am to 10pm CST Monday through Thursday, from 8am to 6pm CST
Friday, and from 8am to 5pm CST Saturday. (4.2) The Call Center department is comprised of the
following personnel:



¢ Call Center Agents, Resolution Agents and Team Leads are responsible for handling Customer
calls.

» Call Center Supervisors are responsible for directing and managing the Agents and Team Leads
as well as monitoring calls taken for quality purposes.

» Resolution parsonnel work with Team Leads to monitor Customer call queues and to research
and resolve Customer issues.

e Call Center Support personnel monitor Agents’ attendance, scheduling, and departmental
voicemailfemails and produce a variety of reports documenting Agent and Call Center department
performance.

At the onset of a call, the identity of each caller is verified in the CRS or TopNotch applications by
confirming a combination of information including (but not limited to), Customer account number, driver
license number, last four number of the SSN, and/or full name & address. (4.3) Customer demographic
information is also reviewed fo ensure that it is current/correct. Call Center Agents document the nature of
each call in the CRS and TopNotch applications and therefore have a history of call related information
for their reference. (4.4} The Company maintains formal policies and procedures which define events
requiring escalation of Customer calls to Team Leads, Call Center Supervisors and/or Resolution
personnel. These procedures also define the stated procedures to be folfowed upon escalation. (4.5)

All customer calls (inbound and outbound} are recorded for quality assurance and training purposes to
help ensure that proper procedures are being followed by all representatives. (4.6) Recordings are
maintained for a period of two years from the date of the call. In addition, the Company’s Quality
Assurance personnel perform weekly audits of DRP and CTRMA Call Center Agent calls, and periodic
audits of calls for Other Clients to help ensure that the Company's stated procedures are being
consistently followed. (4.7}

In addition fo incoming call audits, Team Leads and Call Center Supervisors monitor the quality and
effectiveness of Agents through call statistics reports generated from the Automatic Call Distributor (ACD)
modufe of the Company's Interactive Intelligence predictive dialer phone system, ININ. These statistics
include number of calls presented, answered, abandoned and qualified as well as talk times, calls per
hour and write up time (time after each call to complete notes). Daily, weekly and monthly reports with this
information are distributed to Call Center and Operations management with day-to-day, week-to-week
and month-to-month comparisons. (4.8} In addition, Call Center department reports (which are a
compilation of individual Agent daily, weekly and monthly statistics) are reviewed by management of the
Company. {4.9) Issues from the ACD or departmental reports are addressed and if issues are determined
to be more than isolated to a specific Agent, department fraining is developed to reinforce Company
quality directives and procedures. {4.10)

Collection Procedures
The Company maintains a Collections department which performs unique collection procedures by Client
as follows:
* Driver Responsibility Program and Cenfral Texas Regional Mobility Authority — collections
procedures involve receiving calls from Customers and collecting/processing payments.
¢ Governmental Institutions — collections procedures involve contacting Customers and
collecting/processing payments.
s Financial Institutions — collection procedures involve contacting Customers to pay the Client
directly (i.e. the Company does not collect payment from the Customer).

Individual collection procedures can be tailored for Clients based on their specific requirements and these
procedures are designed and implemented during the Client Implementation process.

Customer Contact Process
Generally, collection procedures involve performing address reviews, a letter campaign and a calling
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For address reviews, an automated scrub of address procedure is performed for new non-DRP
Customers in order to help reduce issues with mail returns. This scrubbing is automated using the CRS
application in order to enhance address information using Zip+4apends and USPS FASTiorward Change
of Address (COA) lookups. {5.1) An initial address scrub is not performed for DRP Customers since the
initial letter must first be sent to the address listed by the Client.

Under the letter campaign, an initial Collection Letter is sent to each Customer which provides a detailed
description of amounts owed and procedures for payment. {5.2) The letter can be tailored by each Client
and type of business and generally includes a toll-free phone number of the Company. The frequency of
the transmission of these letters is defined by the Client during the Client Implementation process. The
following are unique components of programs by Client;
* For DRP Customers, letter transmissions may include monthly billing notifications and may also
include default notices which notify the Customer of a suspension of their driving privileges.
» For non-Financial Institution Customers, the Company utitizes an external Mail Vendor for letter
transmissions. Daily, the Company’s Client Operations division generates an electronic file from
CRS which contains a list of ietters to be mailed and this file is transferred via FTP to the Mail
Vendor for processing. Using the National Change of Address (NCOA) lookups database, the
Mait Vendor will update Customer address information. The Mail Vendor then scans copies of
letters and transmits files back to the Company. Included in this transmission is a list of NCOA
changes made by the Mail Vendor, which is used to update customer addresses in CRS.
« For Financial Institution Customers, letters are ganerated from TopNotch by the Company’s Mail
Room personnel (i.e. the extarnal Mail Vendor is not utilized) at the frequency requested by the
Client.

Under the calling campaign, the ININ system fs used to contact Customers on a regular basis until

contact is made for payment. ININ can be tailored specifically for each Client based on key account
factors such as demaographics and specific case types to allow for the best potential for contact. The
system can filter out calls with no answer, busy signals and disconnected numbers and passes only
answered calls to the Company’s Callection personnel. ININ keeps track of the historical call activity with
each Customer and the resolution of each call and can summarize this activity so that management can
tailor coilection strategies more effectively. (5.3) ININ also provides management with the following
benefits:
¢ Contact Management Services — allows for a multimedia Automatic Call Distributor (ACD) feature
which distributes calls, voicemail, fax and unified messaging to the appropriate Collection
personnel based on language, program or issue. (5.4)
» Self Service Options — offers self-service options for calling after-hours and payment via phone.
(5.5} _
» Call Management — balances inbound and outbound calls to ensure that sufficient Call Center or
Collection personnel are available. (5.6)
» Call Monitoring — digitally records phone conversations and organizes them to allow for timely
retrieval in the event of an issue. (5.7}
» Workforce Management — evaluates ACD information and creates projections for demand
forecasts and scheduling to help ensure optimal staffing, collection performance and service.
(5.8)

The ININ call system allows the Company to tailor programs to the meet the specific requirements of its
Clients and elevates the productivity, performance of Call Center and Collection personnel.

Skip Tracing Procedures

Skip Tracing is an industry term used to describe the various processes used to locate a Customer whose
current address or telephone number is unknown. In conjunction with the address reviews and letter/call
campaigns, the Company performs “Skip Tracing” procedures on Customers that either a} no contact
phone number is available, b) the phone number provided is invalid or ¢) mailings have been returned
(from a letter campaign). These procedures are automated using State and Nationai Directory references,
Post office information, Credit Bureaus, Utility Records and Drivers License Databases. Monthly, Skip
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Tracing procedures are performed on new Governmental Customer accounts (with individual account
balances greater than $50) submitted to the Company with bad information during the past month to help
ensure that the most recent and accurate data is utilized. (5.9) The Company performs Skip Tracing on a
local, regional and national basis with procedures potentially performed several times until current
information is identified.

In addition to the automated procedures, the Company’s Collections department establishes strategies for
obtaining Customer information when the automated procedures are not successful. These strategies
generally include attempting to contact the Customer directly. When Customer contact is obtained, the
call is transferred to the Collection department to attempt to obtain collection on the account.

Deceased, Bankrupt or Incarcerated Customers
During standard collection procedures, the Company may encounter situations in which the Customer is
deceased, bankrupt or incarcerated. Although the Company’s treatment of each situation depends on the
requirements of the Contract with the Client, generally once the Company is notified of the situation, it is
documented in CRS, the Client is notified and no further procedures are performed. However, the
following are exceptions to this general rule:
+ For deceased customers, the Company attempts to locate the death certificate (if not already
obtained} through Accurint in order to provide to the Client. The account is then placed in
“deceased” status in CRS to prevent further collections.

* For Financial Institution Clients, notification of bankruptcy and account recall due to bankruptey
are determined by the Client. Upon receipt of such notification, the Company assigns the account
to a bankruptcy queue and, if contracted by the Client, cases in this queue are then pursued by
the Company's Customer Service Representatives. If the Company has not been contracted by
the Client to pursue these cases, the accounts remain in bankruptcy queue and no further
collection activity is performed by the Company.

* In certain circumstances for Governmental Clients, Call Center personnel may determine that
further collection procedures cannot be performed, specifically if the Customer is deceased,
bankrupt or incarcerated. Generally, Client Operations receive written notification of these
situations by email, USPS, or fax. While court fines and fees are not discharged under
bankruptcy, alt accounts owing (regardless of type) are protected while the bankruptey
proceeding is ongoing. For this reason, if a claim of bankruptcy is made by a customer, the
account is placed in “bankruptcy” status in CRS to prevent further collections efforts from going
forward.

The Company has the ability to tailor a program for these situations to the requirements of the Client and
therefore, the above listed procedures are fiexible.

Payment Processing Procedures

The Company maintains an Operations department that is responsible for receipt of payment from MSB,
DRP and CTRMA Customers, depositing these payments in the bank and recording them in Customer
accounts. The Company maintains a separate and secure Money Room which is used to handle
negotiable instruments received in the mail from Customers,

Separate groups are maintained for each Company Program. However, as discussed, the Company does
not process payments for its Gila Group Clients and therefore, this section of the report is not applicable
for those Clients.

Payment Procedures
The Company offers the following types of payment options to Customers:

Payment Window (Walk-In)

The Company maintains a payment window at the Company’s corporate office which is operated by
Front Desk Agents (FDA) from 7:30am to 7pm CST, Monday through Friday. (8.1) This window is
monitored by camera surveillance at all times with recordings held for 15 calendar days. (6.2)
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Receipts at this window can be made by Customers via Check (personal or cashiers), Money Order
or cash. If cash is received, no change will be provided to the Customer due to security reasons.

Customers complete a pre-numbered form with detailed information about the payment including the
account number toward which the payment is to be applied. Once the form has been completed by
the Customer, the FDA searches CRS for the Customer and verifies their existence and the accuracy
of the information on the form and in CRS. The payment is then counted (if necessary) and reconciled
to the amount indicated on the form at which time the FDA ensures the form is signed by the
Customer, ensures all necessary information is populated on the form, signs the form and provides a
copy of it to the Customer as a receipt. {6.3) The FDA then inputs payment notes into CRS and
deposits the form and the payment intc an envelope that is then placed in a Drop Safe (separate
envelopes are maintained for each payment). The CRS notes include payment amount, Check or
Money Order numbers and receipt numbers (from the pre-printed form) which are used to balance the
payments with the bank deposits and provide a basis for processing the payment in CRS,

At the end of each day, the Money Room Supervisor segregates the payments by Client Program and
batches them for processing. Once batched, the Money Room personnel perform a Walk-In
Reconciliation for a batch of individual payments deposited in the Drop Safe to the supporting
payment forms. This Reconciliation includes ensuring that all of the forms have been accounted for
(since each form includes a pre-printed number). Any issues noted are pursued with Supervisors and
the FDA. (6.4) Once completed, the reconciliation is signed and a sequential batch number is
assigned. The reconciliation is then put in a deposit bag which is placed in the Money Room vault,
Copies of the reconciliation are then segregated based on Client Program and provided to a Payment
Processing Specialist (PPS) for processing in CRS.

The PPS input individual Customer payment information from the batch into CRS. After all of the
information has been input for a batch, the PPS prints a Cash Journal from CRS which lists all of the
payments processed for that batch {along with a total of payments). The PPS then reconciles the iotal
from this Journal to the reconciliation and resolves any issues. (6.5) Once this reconciliation has been
completed, the Cash Journal is provided to the Finance department for reconciliation of the daily
deposits into the Company's bank account.

At the end of each day, the Money Room Lead and Supervisor perform a walkthrough of the Money
Room to heip ensure that all payments have been placed into the vault. (6.6) If payments are
discovered outside of the vault, employees who are responsible face corrective action.

Maii

The Company receives approximately 4,500 checks from Customers per day through the mail and
this mail is received into the Money Room. When mail is received, it is sorted by envelope type (short,
iong, window) and type of Client Program, and opened using a high speed mechanized letter opener
maintained by the Company. Once opened, Money Room Clerks extract the payment and related
remittance advice from the envelope. The checks and remittance advice are batched into groups of
approximately 50 checks and assigned a unique batch number. Each batch is then passed through
an iTran Scanning Machine which scans a copy of the check and endorses it for deposit. The
scanned copy is then sent to the PPS for review and manual input of payment information into an
ltemAge application. After all items in a batch are entered, ltemAge will automatically compare
information from the scanned image to the information input by the PPS and will ftag payments with
differences which will be pursued and resolved by the PPS.

Online (via the Web)

Online payments or ePayments are made via credit card and are processed through TXOnline {for
DRP) or Authorize.net (for MSB). Daily, PPS personnel pull the ePayment files from the FTP sites of
the online processors and upioad the files into CRS for application of the payments to individual
Customer accounts.
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Third-Party Processor

Customers may select to remit payment for a Client Program using a third-party processor such as
Western Union or MoneyGram. These payments are posted by the processor on their FTP site and
the Company’s PPS personnel pull the files from these sites on a daily basis and import them into
CRS for application of the payments o the individual Customer accounts.

Telephone (Electronic Check)

Customers can elect to make payments via phone using an automated Check-by-Phone system
(vCheck). Daily, the PPS downioads a payment file from the vCheck’s FTP site and the payment file
then is segregated between DRP, CTRMA and MSB Customers. For DRP and CTRMA, these files
are uploaded into CRS for the application of payments to Customer accounts. For MSB, the PPS
manually inputs the payments into CRS.

Payments through Clienis

When Customer make payments directly to Clients, the Company will receive a detail of these
receipts by Customer and the Company’'s PPS personnel will apply the payments to Customer
accounts in CRS. The Company will also receive payments via wire transfer or check from Clients for
its fees and expenses.

No matter which payment option is used, once payments have been input, CRS will generate an
Exception report if issues are noted with the input. These Exception reports are then reviewed by the PPS
and issues are resolved. (6.7) Once these exceptions have been resolved (if any), the PPS will generate
a Cash Journal from CRS for each batch processed and will reconcile the total from the Journal to the
batch totals provided by the Money Room or other original source. Any issues are then pursued and
resolved by the PPS. (6.8)

Customer Payment Issues

The Company may receive payment information from a Customer that cannot be processed for a variety
of reasons. These payments are generally known as Not In System (NIS) payments. The Company has
stated procedures (including standardized response letters) to address these situations. (6.9) If the
Company attempts to mail the NIS payment information back to a Customer and that mail is returned,
Company policy notifying the Client that the payment was returned. (6.10}

The Company also experiences returned checks and returned vChecks due to insufficient funds or other
issues. The Company’s Finance depariment receives notification from the bank for these items on a daily
basis and each item is input into an Accounting Report Information spreadsheet. Once input, the
information Is sent to the PPSs for processing to individual Customer accounts in CRS. Upon completion
of the processing, the PPSs generate a Cash Journal from CRS and reconcile the amounts per the
Journal to the support received from the bank. Any differences are then pursued and resoived. (6.11) This
Cash Journal is then provided to the Finarnce department for reconciliation of the daily deposits into the
Company's bank account and the Accounting Report Information spreadsheet.

Customer Overpayments

Periodically, the Company will receive and process a payment which exceeds the amount owed by a
Customer. In these situations where the overpayment is greater than Client established limits, the
Company will remit an overpayment check fo the Customer. Monthly, the Company's Client Services
department generates a Check Request Log from CRS which is a list of overpayments for each Client.
For the DRP, the list is provided to the Client for their approval. (6.12) After approved by the Client (if
required), the list is provided to the Company’s Finance department for review and for entering into the
Great Plains application for generation of the checks. The checks are then approved against the Check
Request Log by the Accounting Verification Support Clerk. {6.13) Once approved, the checks are signed
by the designated Company official and mailed to the Customer. Once maited, a copy of the Check
Request Log is provided to the PPS for processing of the reversal of overpayments (credit balances) to
individual Customer accounts in CRS. Upon completion of the processing, the PPS generates a Cash
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Journal from CRS and reconcile the amounts per the Journal to the Check Request Log. Any differences
are then pursued and resolved. (6.14)

Bank Deposit Procedures

The Company's Money Room personnel are responsible for depositing Customer Walk-In and Mail
payments into the Company’s bank account and also uploading electronic deposit files received through
vCheck and Authorize.net or created by Check21 Image files. DRP and CTRMA Customer payments are
deposited into a separate bank accounts maintained by the Company on behalf of the Texas Department
of Public Safety and Central Texas Regional Mobility Authority, respectively. All other Customer payments
are deposited into the Company's segregated bank accounts.

Using the batch information, Money Room personnel prepare a bank deposit slip which lists the total
deposit by batch. Information from the deposit is then recorded in a Deposit Log and each entry te this log
is reviewed against the deposit by a Money Room Team Lead or Payment Processing Manager. {6.15)
Manuatl (i.e. non-electronic) deposits are held in the Money Room vault until a courier from the
Company’s bank picks them up daily. The Company’s Finance department retrieves deposit receipts from
the bank bag on the following morning when they are retumed by the bank courier.

For manual and electronic payments, the Company’s Finance department performs a reconciliation of the
Cash Journal from CRS fo the cash deposited in the bank account on a daily basis. Issues from this
reconciliation are then pursued and resolved with the PPSs. (6.16) This reconciliation is then documented
in an Accounting Reporting Information spreadsheet which is emailed to Finance and Operations
personnel on a periodic basis, (6.17)

Monthly, the Senior Accountant in the Finance department performs a reconciliation of the Company’s
bank accounts including supporting deposits in transit, outstanding checks and other reconciling items.
These reconciliations are then reviewed by the Company’s Chief Financial Officer. (6.18)

Money Room

Physical receipt and handling of payments from Customers is performed in a dedicated Money Room
located in the Company’s office facilities. This room contains the foliowing physical security controls to
help ensure that Customer payments are uitimately deposited into the Company's bank account:

e Camera Surveillance — motion-activated, night vision enabled cameras monitor the entire area of
the room 24 hours per day, seven days per week. (6.19) Recordings are stored for 15 days for
Window transactions and 30 days for Money Room activity.

e Proximity Badge — badges are utilized to limit access to varicus areas in the Company's office
facilities, including the Money Room. Specific badge privileges are required to access the Money
Room based on specified job Money Room job titles. Additional personnel may be provided with
this privileged access only with the approval from the Director of Operations. (6.20) If an
employee in the Room terminates from the Company, the HR department notifies the ISS
department and the terminated employee’s badge access is removed immediately. (6.21)

¢ Sign In/Out Log — personnel who have not been provided badge access to the Money Room
(including Company management) are required to sign a Visitor Log when entering and leaving
the Room. (6.22) This Log is accumulated each week and archived to help ensure that issues can
be pursued if encountered.

« Employee Personal Effects — restrictions have been placed on Money Room employees which
define certain items that are not permitted in the Room including purses, bags containers and
certain types of clothes. (6.23) Employees are provided lockers to store these items.

The Company maintains a zero tolerance policy with respect to material security breaches at the
Company and specifically the Money Room in which employees face immediate disciplinary action (up to
and including termination). This policy requires employees who bear witness to a violation to report the
incident to management with similar disciplinary actions if an event is not reported.
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Client Invoicing and Fund Transmission

The Company generates invoices for its Clients and the frequency and contents of the invoices are
defined during the Client Implementation process. For DRP, CTRMA and Governmental Institutions,
these invoices include information regarding funds collected from Customers and commissions to be paid
to the Company. For Financial Institutions, the invoice generally contains the fixed fee due the Company
for services rendered plus any reimbursable costs. The following is a detail of the procedures performed
for each:

DRP and CTRMA
For the DRP and CTRMA, the Company remits ACH/EFT payments from bank accounts which are

segregated for each entity. These payments represent the receipts from Customer payments received for
that cycle. Periodically, commissions and fees payable to the Company are invoiced and paid separately.

Monthly, the Operations department generates various reports from CRS that list the Customer payments
received for the cycle by transaction. These reports are then used to calculate the commissions and fees
owed to the Company based on rates in the DRP/CTRMA Confracts. The Operations personnel then
prepare a manua! invoice which shows the amounts collected from Customers and the commissions and
fees due. The invoice and applicable CRS document support is then sent to the Company’s Finance
department for an audit review. After this review is completed, the invoice and supporting documentation
is then sent to the Director of Operations for approval. (7.1} Once approved, the invoice is submitted to
the Client by Operations personnel and Finance personnel will initial and ACH/EFT from this bank
account on the contractual date. The Company’s Cantrofier then reviews the Company’s bank website to

. verify that the funds have been properly transferred.

Logical access to all of the Company's bank accounts is limited to the Company's Controller, CEO,
President, and CFO. (7.2) The bank has been instructed to permit ACH/EFT payments from these bank
accounts to specific bank accounts that have been approved by the Company’s CEO, CFO or Controller.

{(7.3)

Government Institutions

For Government Institutions, payment methods (i.e. ACH/EFT or check) can vary by Client. Depending on
the arrangement established in the Contract with the Client, commissions and fees payable to the
Company can either be invoiced separately (similar to the DRP) or can be netted against the remittances

to the Client.

Periodically, the Company’s Finance department generates a billing statement (including billing details),
an electronic Check Register and a Retained Commissions report, all from CRS that summarize the
Customer payments received during the period by payment method or location. These reports are then
used to calculate the commissions and fees owed to the Company based on the rates in the Contract with
the Client. The Finance personnel then prepare an invoice which shows the amounts colfected from
Customers and the commissions and fees due and generates a check to the Client from CRS. This check
is then submitted with supporting documentation to the approved signor. (7.4} Once signed, the check
and the billing statement are delivered to the Client. Certain Governmental Institution Clients require
electronic payment and in these instances, the check created from CRS is marked as “void” after initial
creation, and payment is remitted via ACH/EFT consistent with processing procedures for the DRP.

Information Technology

The Company maintains an 1SS department that is responsible for application system and infrastructure
development & maintenance, physical access and environmental controls, fogical access and backup &
recovery of data files. The following is a description of each of these processes.

Application System and Infrastructure Development & Maintenance

The Company utilizes mostly “off the shelf” non-customized applications in which the Company does not
retain the source code. As a result, the majority of changes to the Company’s applications and systems
relate to vendor-provided patches/updates or changes to application menus, layout, forms and reports.
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Changes to applications and the underlying network infrastructure are performed by 1SS or third-party
service providers using a structured change management process which includes stated procedures for
development, testing, approval and depfoyment. (8.1) The Company subscribes to vendor nofification
services for newly released patches or updates to its operating systems. (8.2) Generally, the Company
applies patches identified as “Critical” by the vendor. (8.3)

Requests for changes to applications or systems may be submitted by a Company employee through a
helpdesk ticket or initiated by the ISS department (for patches or updates). Once a change to an
application has been identified, a Change Request Form (CRF) is created which is used to track the
change through development, testing, approval and deployment. (8.4)

Development and testing procedures are generally performed in a test environment. For applications
which do not have an isolated test environment, testing is performed in the production environment after
hours or with a limited group of users. (8.5) Changes may undergo user acceptance, unit, integration
and/or regression testing and the level of testing is determined based on the significance and type of
change. (8.6) In addition, each change is approved by an ISS Manager prior to implementation. (8.7)
Once approved, the ISS Manager will prioritize changes and schedule the implementation into the
production environment. Changes may not be scheduled during the tast 5 days of the month unless they
are an emergeéncy change.

The Company's ISS department may perform Emergency-type changes which generally involve “break-
fixes" and follow the same development, testing, approval and deployment procedures. However, the
documentation of these procedures is generally not performed until after the change has been
implemented into the production environment. {8.8) For these changes, 1SS personnel will alert affected
users of the impact of the emergency change prior to implementation. (8.9) Emergency changes
scheduled for implementation during the last 5 days of the month require the approval of the Company’s
Senior Management Team. (8.10)

In the event that an implemented change creates operational or other issues, the Company will revert to
the fatest backup of the application which is performed prior fo the movement of the change into the
production environment. (8.11)

Physical Access and Environmental Controls

The Company maintains secure office space in a one-level office building and all sntrances are restricted
using an electronic security card system and monitored by surveiflance cameras. (9.1) Visitors and guests
are required to enter through the main entrance reception area where each visitor is required to sign a
visitor log, is provided with a visitor badge and is escorted by a Company employee. (9.2) Access past
the reception area is also secured by the electronic security card system. (9.3} Visitors are required to
wear the visitor badge while on-site. Temporary contractors or employees who forget their security card
are provided a temporary access card after approval by an 1SS or Departmental Manager. Temporary
access cards are disabled if not retumed. Surveillance camera tapings are maintained electronically on a
server, are reviewed on an as-needed basis and automatically overwritten (if no issues are noted). (9.4)
Any evidence reguired to be kept is burned onto a CD and retained indefinitely,

Security alarms are maintained in the Company's office building and Datacenter and during non-office
hours, from 10 pm — 6:00 am, a third-party security firm monitors the door alarms. (9.5)

Access to secure areas within the Company’s offices (including the Datacenter) is also limited via the
electronic security cards based on job function. {9.6) For new employees or changes to an employee’s
job function (which would require a change in security card access), Human Resources personnel notify
ISS personnel (through a helpdesk ticket) and security card access is provided based on their job role. If
access to the Datacenter is required, approval from an 1SS Manager is obtained. {9.7) For terminated
employees, Human Resources personnel collect the security card and notify the ISS department who
deactivates the card in the system. {9.8)

The Datacenter is equipped with a smoke and heat detection system attached to an audible siren and a
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dry-pipe fire suppression system. (9.9) The Datacenter contains several fire extinguishers and non-CRS
servers are equipped with internal temperature sensors which alert 1SS personnel via SMTP alerts in the
event that temperature thresholds are exceeded. (9.10} Since the CRS servers are located in the same
rack as the others servers (which confain the temperature sensors), management believes that
temperature issues with the CRS servers would be noted by the non-CRS servers. The Datacenter is also
equipped with redundant A/C units which control temperature and humidity. (9.11) Power in the
Datacenter is fed through UPS units to prevent power spikes and to provide immediate power in the event
of a power outage. (9.12) A diesel generator located outside of the building provides extended backup
power in the event of a prolonged power loss. (9.13) This generator is self<tested during business hours
on a weekly basis to help ensure that it is operational. {9.14)

Logical Access (Security & Network)

The Company maintains a formal Security Policy which is provided to employees and defines the fogical
Information Technclogy security policies and procedures to be followed. (10.1} This Policy is used fto
educate Company personnel about proper ISS confrols that can help minimize security risks through
preventative measures, timely identification of irregularities and limitation of losses.

The Company’s Security Policy includes requirements for the use of strong user IDs and passwords for its
systems and applications. User access is provided to Company personnel based on their job
requirements and as such, administrator access to the Company’s systems, applications and databases
is limited to certain 1SS personnsl. {10.2) The Company utilizes Active Directory for network
authentication and the primary point of user ID and password verification. Individual user IDs and
passwords are also required for each application after initialization through Active Directory. (10.3)
Password requirements for Active Directory include a minimum level of complexityflength and a change
frequency of 45 days. (10.4)} The Company utilizes secured VPN for remote access to its network and the
granting of remote access requires the approval of an 1SS Manager for new hires and vendors. {10.5)
Empioyees who require a laptop are assigned VPN access automatically.

The Company’s Training department notifies {SS personnel of new employees and their job roles via a
helpdesk ticket. {10.6) A Network Administrator then establishes an Active Directory Domain user ID and
password which must be changed upon first login. Network Administrators also grant new employees
- access to security groups in Active Directory based on their job title. (10.7) To the extent required,
separate Application Administrators assign access to applications also based on job ftitle. {(10.8) For
terminated employees, network access is removed by the Network Administrator and application access
is removed by the Application Administrators upon nofification of termination from the Company by
Human Resources personnel through a helpdesk ticket. (10.9) User access modification requests for
employees fransferring between departments or for employees who have been promoted require the
. approval of the employee's supervisor or manager. {(10.10)

Administrator level access to the Company’s applications or systems is restricted to ISS personnel and
Application Administrators. (10.11) New or changes to an existing administrator access level requires
approval from an ISS Manager (for network level access) and the Business Owner (for application level
access). {10.12) Adminisfrator level accounts are separate from regular user accounts and are unique for
each individual in Active Directory. For applications which do not permit multiple individual administrator
accounts, the passwords o generic administrative accounts are stored in a KeePass application and
access to KeePass is restricted to certain ISS personnel. (10.13). Additionally, the CEQ has a printed
copy of each administrator level account password for systems and applications in a sealed envelope in
the event of an emergency. (10.14}

Active Directory is set to lockout users after five unsuccessful attempts. Following a system lockout, the
user will not be able to log into the system for a period of five minutes. (10.15) Annually, the Network
Administrator performs a review of user access rights (including administrator access) for the Company’s
network and the Business Owners or Application Administrators perform reviews of user access rights for
their applications. Any issues noted during that review are pursued and corrected on a timely basis.

(10.16)
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Redundant Cisco ASA firewalls are utilized which are configured to restrict incoming and outgoing traffic
to and from the Company’s Local Area Network (LAN). (10.17) The firewalls have built-in Intrusion
Detection Systems (IDS) and Intrusion Prevention Systems (IPS). A Cisco Security Monitoring, Analysis
and Response System (MARS) is also integrated with the firewalls and is used to log firewall, IDS and
IPS potential issues according to preconfigured alerts. (10.18) The MARS logs are reviewed on an as-
needed basis and are monitored in realtime by iSS personnel. issues which require action are
documented in a helpdesk ticket (which may result in a change request). (10.19) Firewall changes follow
the change management process described in the Application System and Infrastructure Development &
Maintenance secfion. (10.20) Firewall configurations are stored in a secure folder with previous versions
of configurations retained for at least one year.

The Company also utilizes a McAfee ePolicy Orchestrator (EPO) application which, on a daily basis,
checks for virus updates, pushes new virus definitions to the Company’s Windows servers and desktops
and ensures all servers and desktops have their virus definitions up to date. (10.21) Viruses which are
detected by this McAfee application are logged and reviewed as needed. (10.22)

Backup & Recovery of Programs & Data Files and Batch Processing

The Company maintains standard procedures for the backup of program and data files. These
procedures include automated backup procedures to tape using a Backup Exec application whereby 1SS
personnel are notified of backup failures via automated SMTP alerts. (11.1) For applications, differential
backups are performed nightly and full backups are performed weekly. For databases, full backups are
performed nightly. (11.2) Backup failures are investigated and resolved in a timely manner. Any failure
requiring more than a server restart is logged in a helpdesk ticket. {(11.3) Changes to the backup schedule
follow the change management process described in the Application System and Infrastructure
Development & Maintenance section of this report.

Backup tapes are labeled and stored in a fire resistant safe on-site until rotated off-site. (11.4) The
Company utilizes a third-party service provider to perform weekly pickups of data tapes. {11.5) Regular
tapes are retained off-site for at least four weeks and each 4" week rotation is retained indefinitely. Tapes
which return from the third-party provider are stored in the fire resistant safe until they are overwritten.
Annually, the Company performs a test to restore a sample of tapes in order to verify the readability of
data on backup tapes. (11.6)

Batch jobs are processed nightly on a Linux system using the buiit-in CRON scheduling tool and these
batch jobs update accounts based on transactions during the day and files uploaded from Clients.
Autornated SMTP alerts are configured to notify 1SS personnel in the event of critical batch job failures.
(11.7) Critical batch failures are investigated and resolved in a timely manner. Any failure requiring more
than a server restart is logged in a helpdesk ticket. (11.8) Changes to the batch job schedule within
CRON follow the change management process described in the Application System and Infrastructure
Development & Maintenance section of this report.
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Control Objectives and Related Controls

The Company’s control objectives and related controls are included in Section Il of this report,
Information Provided by the Independent Service Auditor, to eliminate the redundancy that would result
from listing them in this section and repeating them in Section Ill. Although the control objectives and
refated controls are included in Section Ill, they are, nevertheless, an integral part of Gila Corporation’s
description of controls.

User Contro!l Considerations

The processing of transactions performed by the Company for user organizations and the controls at the
Company cover only a portion of the overall internal control environment. ! is not feasible for the control
objectives relating to the processing of transactions fo be solely achieved by the Company. Therefore,
each user organization's internal control environment must be evaluated in conjunction with the controls
of Gila Corporation and testing summarized in the Information Provided by the Independent Service

Auditor section of this report.

This section highlights those internal control responsibilities the Company believes should be present at
each user organization and has considered in developing its controls reported on herein. Each user
organization must evaluate its own internal control environment to determine if the following controis are
in place. Furthermore, the following list of controls is intended to address only those controls surrounding
the interface and communication between each user organization and Gila Corporation. Accordingly, this
list does not purport to be and is not a complete listing of the controls that provide a basis for the
assertions underlying the financial statements of user organizations.

Client Implementation and Service

» Clients are responsible for ensuring that they have read and understand the contract entered into
with the Company.

» Clients are responsible for ensuring that they understand the rates and fees associated with the
contract being entered into with the Company.

¢ Clients are responsible for accurately communicating necessary business requirements to the
Company through the new Client Setup Packet and other means of direct communication.

* Clients are responsible for ensuring that appropriate Client personnel have reviewed and
approved the “Go Live” information communicated by the Company, and that they completely
understand their roles in the program.

» Clients are responsible for reviewing the implementation and communicating post implementation
issues identified to the Company’s delegated Account Manager on a timely basis.

Customer Submissions
» Clients are responsible for providing accurate and complete submission data regarding new or
changes to information about Customers to the Company.
» Ciients are responsible for establishing and submitting to the Company the amount of any
assessments, fines, fees, or surcharges to be coliected by the Company on the Client’s behalf.

Collection Procedures
Clients are responsible for communicating expectations related to calling and letter campaigns to the
Company.

» Clients are responsible for providing or making available key account factors such as
demographics and specific case types of its Customers for the purpose of tailoring the
Company’s calling campaign.

» DRP and Financial Institution Clients are responsible for obtaining supporting documentation for
deceased, bankrupt, and/or incarcerated Customers.

Payment Processing Procedures

» Customers are responsible for accurately completing and submitting payments through the use of
the Walk-in Window payment form, the Mail, Online, Third-Party Processor, and Telephone
{Electronic Check).
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Clients are responsible for ensuring that checks and other negotiable instruments sent directly to
the Client by the Customer are safeguarded., deposited, and accurately communicated to the
Company for payment processing on a timely basis.

Clients are responsible for pursuing Customer payments which were unable to be processed in
the system by the Company.

Clients are responsible for reviewing and approving Customer overpayment refund check
requests submitted by the Company on behalf of the Client's customers.

Client Invoicing and Fund Transmission

DRP Clients and CTRMA are responsibie for ensuring that access to the Client specific bank
account is restricted to appropriate Company and Client personnel.

Clients are respensible for reviewing reports provided by the Company and communicating
issues noted in this review to the Company on a timely basis.

Clients are responsible for paying the required fees to the Company.

Backup & Recovery of Proagrams & Data Files and Batch Processing

Clients are responsible for properly uploading or submitting appropriate files containing customer
information for processing and collections by the Gila Corporation.
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Section lll — Information Provided by the Independent Service Auditor

Purpose and Objectives of the Independent Service Auditor’s Examination

This report on controls placed in operation and tests of operating effectiveness is intended to provide
interested parties with information sufficient to obtain an understanding of those aspects of Gila
Corporation’s controls that may be relevant to a Client’s internal control, and reduce the assessed level of
control risk below the maximum for certain financial statement assertions. This report, when coupled with
an understanding of the internal controls in place at Clients, is intended to assist in the assessment of the
total internal control surrounding transactions processed through Gila Corporation’s environment.

The examination was conducted in accordance with the American Institute of Certified Public
Accountants’ Statement on Auditing Standards No. 70, Service Organfzations and its amendments and
interpretations. i is each interested party’s responsibility to evaluate this informafion in relation to their
internal controls to obtain an overall understanding of the internal controls and assess control risk. The
portions of the control environment of user organizations and Gila Corporation must be evaluated
together. If effective internal controls are not in place at user organizations, Gila Corporation’s controls
may not compensate for such weaknesses.

Our examination included inquiries of appropriate management, supervisory and staff personnsl;
inspection of documents and records; observation of activities and operations; and tests of confrols
surrounding and provided associated with Gila Corporation’s services. Our tests of controls were
performed during the period April 1, 2009 to September 30, 2009, and were applied to those controls
relating to control objectives specified by Gila Corporation.

The description of controls and control objectives are the responsibility of Gila Corporation’s
management. Our responsibllity is to express an opinion that the controls are operating with sufficient
effectiveness to provide reasonable, but not absolute, assurance that the control objectives, specified by
Gila Corporation, were achieved during the period covered by our report.

Concerns, if any, noted by Holtzman, Moellenberg Panozzo, & Perkins L.L.P. regarding the adequacy of
the controls identified to achieve the stated objective or the level of compliance with the controls are
presented in this section under the caption “Results of Testing”. Concerns identified herein are not
necessarily weaknesses in the total system of internal controls of Gila Corporation as this determination
can only be made after consideration of controls in place at Customers. Control considerations that
should be exercised by Clients in order to complement the controls of Gila Corparation to attain the stated
objective are presented when considered applicable.
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Tests of Operating Effectiveness

Overview of Control Environment

internal contral is a process designed to provide reasonable assurance that business objectives related
to: (1) the reliability of financial reporting, (2) the effectiveness and efficiency of operations, and (3)
compliance with applicable laws and regulations, are met. In addition to the tests of operating
effectiveness of specific control activities described below, our procedures included tests of the following
components of the internal control environment of Gita Corporation as follows:

Controi Envirpnment
*+ Obtained the organizational chart and reviewed organizational structure of Gila Corporation,
fncluding the segregation of functional responsibilities for appropriateness. Also noted the
existence of Director-level and Senfor Manager personnel appeared to be responsible for
operational duties.
*  Obtained minutes of Board meetings held during the audit period and noted the composition of
the Board incfuded both the Company’s CEQ and external business owners.

Risk Assessment
»  Obtained and reviewed contracts with Clients and vendors for appropriateness.
+ QObtained and reviewed the Strategic Plan.
+  Obtained minutes of Board meetings held during the audit period and noted their discussion of
progress against the Strategic Plan.

Information and Communication

*» Obtained minutes of a sample of Senior Management Team meetings held during the audit
period and noted that they met twice per month to discuss operational issues.

»  Obtained minutes of a sample of Cross-Functional Team meetings held during the audit period
and noted that they met weekly to discuss operational issues. Also verified the Team members
included members of personnel from various operational departments,

«  Obtained the Company's PPMS policies and verified that they outlined the detailed procedures io
be performed by personnel in specific situations.

Monitoring
+  Verified that the Company maintains a Quality Assurance department whose responsibilities

include the training and monitoring of the quality of services provided to Clients as well as the
Company's compliance with the requirements of its PPMS program.

» Obtained and reviewed monitoring documents used by the Quality Assurance department to
evaluate Call Center procedures.

*  Obtained and reviewed Internal Audit documents prepared by the Quality Assurance department
related to the Company’s compliance with PPMS procedures.

+  Obtained and reviewed Continuous Improvement and Corrective Reports prepared by the Quality
Assurance department fo track areas for improvement in the Company and procedures for
addressing those issues.

*+ Obtained and reviewed training documents prepared and used by the Quality Assurance
department to address Call Center issues.

*  Obtained and reviewed the Annual Management Review Checklist used by the Quality Assurance
department to ensure certain specified procedures are petformed by the Senior Management
Team,
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GOVERNMENT SERVICES

ORGANIZATION

Executive Summary
MSB was founded in 1991 specifically to provide collection services to
government agencies nationwide. MSB has been providing the exact
services outlined in the City's RFP for nineteen years. The company currently
works with more than 550 entities nationwide. MSB is an active member of
the Association of Credit and Collection Professionals (ACA International.
MSB understands that the City desires a professional organization to work
closely with you to establish a customized collection program that meets your
individual needs.

MSB is eager to put our resources to work for the City. There are three very
specific reasons for our success, they are:

1) Experience- We have the government collection experience that has
allowed us to learn the best techniques before, during and after the
collection process. We understand how best to work your accounts.

2) Execution- We set ourselves apart by executing on account
resolution. We never stop working to resolve an account and have
documented collection success with our clients.

3) Ethics- We are compliant with all collection laws and regulations. We
treat each debtor with courtesy and respect.

MSB has proven through years of successful implementation of collection
projects that we have the necessary software and hardware components and
skilled, knowledgeable personnel to assure the City that we are qualified to
exceed the expectations set forth in this RFP. MSB has the specific
knowledge necessary to outperform other agencies. We will utilize and
expand on our extensive history of providing the same services necessary for
the City to maximize the recovery of delinquent utility, parking, EMS, alarm
and other municipal debt accounts.

MSB is highly automated and able to offer our clients a flexible, innovative
solution for their collection needs. We are a firm capable of and experienced
in managing the type and volume of accounts proposed by the City. We
successfully service hundreds of thousands of new accounts each year,
including accounts from some of the largest agencies in the nation,

Our customized software programs are designed specifically for the collection
of government accounts. MSB tracks broken promises thereby increasing
revenue and decreasing the likelihood that the account will remain
outstanding. We work all accounts thoroughly regardless of age, balance
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amount or location of the debtor. We may have to attempt telephone contact
muitiple times in order to reach the debtor. Qur predictive dialer technology
allows us to do so in a cost-effective, non-intrusive manner. Additionally, we
re-contact each debtor periodically for as long as the account is outstanding.
In summary, we never give up on an account, continually searching for new
address and telephone information and attempting to bring the account to
closure.

MSB is committed to maintaining the highest standards of professional
conduct and business ethics. We work closely with each debtor providing
bi-lingual staff, when necessary, to help them resolve their obligation with
dignity. Our employees speak with each debtor to determine their reason for
not paying and then work to overcome that objection.

The philosophy behind MSB is based upon satisfying the collection needs of
our clients through careful identification of desired goals. This is
accomplished by developing a close working relationship with the client based
upon mutual trust. Our employees take great pride in their ability to formulate
creative and innovative solutions to complex problems. While our collection
process is designed to obtain the highest possible rate of return in the
shortest possible time frame, careful attention is paid to the sensitivity of the
issues at hand.

MSB has an annual audit conducted by outside, independent auditors that
meets all Generally Accepted Accounting Principles (GAAP). The audit
includes reviews of internal controls and other operating procedures. Current
and past audited financial statements have been issued with clean opinions.
MSB adheres to very strict data security standards and contracts with an
independent firm to perform SAS 70 audits.

MSB has demonstrated through our relationships with hundreds of agencies
that it is qualified to meet the operational and management objectives of the
City. Moreover, we are committed to providing the most professional, cost-
effective and efficient program to the City. Throughout our history, MSB has
developed innovative programs that fulfill the needs and requirements of our
diverse clientele. We will focus directly on the City’s primary objective —
delivering ethical collection services that maximize recovery on all

_accounts. :

Associations/Credentials

MSB is a long standing member of

ACA lntematlﬂﬂa' the Association of Credit and

Y T eI ey  Collection  Professionals  (ACA
International). ACA International
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represents the growing and diverse industry of accounts receivable
management. As business and regulatory environments become increasingly
complex, the association provides leadership for credit and collection
professionals.

PPMS™ is a management system for collection agencies based upon
developing, implementing and adhering to a set of industry—specific
professional practices and policies including:

¢ Those which relate to the overall
management of the business.

¢ Those which relate to the business
activities.

¢ Those which provide support to the
businesses activities.

¢ Those which provide client
confidence.

There are nearly 7,000 collection agencies and only 45 have made the
commitment to be certified. Developing and documenting a PPMS™ is the
core of the ACA International Agency Certification program.

Through proven customer satisfaction,

superior recovery rates, advanced

technology and competitive pricing,

RN Contract Holder MSB was awarded General Services

Administration (GSA) certification. We

are approved as a qualified vendor to

bid on federal collection opportunities. Only those firms who meet stringent
requirements are selected by GSA as an approved vendor.

Statement on Auditing Standards (SAS) No. 70, Service
Organizations, is a widely recognized auditing standard
developed by the American Institute of Certified Public
Accountants (AICPA). A service auditor's examination
performed in accordance with SAS No. 70 ("SAS 70 Audit")
is widely recognized, because it represents that a service
organization has been through an in-depth audit of their
control objectives and control activities, which often include controls over
information technology and related processes.
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T MSB has completed the Red Flag identity theft program and is now certified
Red Flag Compliant in accordance with the FTC Fair and Accurate Credit
Transactions Act #114. This policy helps to identify, respond to and mitigate
identity theft from each area of the company. All individual departments at
MSB have completed a red flag policy and these have been combined into a
corporate Red Flag Rules Compliance, which is reviewed annually.

- Personnei
Executive Organizational Chart

ummings
e Gificer

Riccio
1 Officer!
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L
_|



GOVERNMENT SERVICES

Collection Department Organizational Chart -

Domenick Riccio

Senior Vice President — 8

MEB Collectors

Chris Dettbarn
Director of Collection

Salvador Martinez
Senior Manager,
MSB Collections

Nancy Culver
Collection Supervisor

Rubken Palomino
Callection Supervisor

Ruth Mendez
Collection Supervisor

Coliectors Collectors Collectors

. Client Services

Lucy Lopez
Coliections Logistic
Analysl

Debhie Jarreau
Collection Supervisor

Collectors

MSB has a department devoted to providing customer service to our clients
enabling all requests and questions to be handled quickly. The City will be

assigned an Account Manager who will be responsible for implementation,

client reporting and contract management. They are available to answer

questions and assist with all requests.

Additional members of this team wiil provide account level research and
maintenance, data entry and invoicing services. Their-main priority is to
ensure that we are exceeding your expectations.

Experience

MSB is a unique collection solution for the City because we have been

Client Map

providing collection services
exclusively to governmental
entities for nineteen years.
We contract with more than 550
entities nationwide in 26 states.
We work with many notable
municipalities including:
Albuquergue, New Mexico;
Anchorage, Alaska; Atlanta,
Georgia; Austin, Texas;
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Cincinnati, Ohio; Jackson, Mississippi; Los Angeles, California; Philadelphia,
Pennsylvania and San Antonio, Texas and counties including: Marion
(Indianapolis) County, Indiana; Miami-Dade (Miami) County, Florida; Orange
(Santa Ana) County, California and Wayne (Detroit) County, Michigan.

We have provided a map above exhibiting our client base.

MSB believes that one of its strongest and best gualifications to perform
collection services on behalf of the City is the company’s exclusive focus on
the recovery of governmental entities- we do not work with the private sector.
We have state collection contracts with Arizona, California, Connecticut,
Hawaii, Kansas, Minnesota, Nevada, New Mexico, Ohio, Oregon, Texas, and
Wisconsin. The number of agencies focusing exclusively on debts and
obligations to units of state and local government is very small. MSB
provides their clients with dramatically higher collection rates because
of this specialization.
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MANAGEMENT REPORTS

MSB acknowledges the need for a cooperative effort and open
communication in regards to reporting collection data to the City. We will -
provide customized monthly reports to the City. Please read below for a
description of our reporting procedures:

During the Implementation Phase, the following items will be identified for
discovery between the City and the MSB Implementation Team:
¢ Establish Detailed Requirements for all Reports:
o Develop, Deliver and Approve
» Established the City's Preferred Method of Report Delivery:
o Mail, Email, FTP, SFTP
» Establish the City's Preferred Format for Reports:
o Excel, PDF, CSV, Flat File, Crystal, Other
e Establish the City's Delivery Schedule for each Report Required:
o Daily, Weekly, Monthily, Quarterly, Annually
¢ Determine the City’s Reporting Distribution List

MSB will provide the requested reports, in the format shown in the RFP,
including:
* Acknowledgment Report
Client Status Report
Payment Analysis Summary by Month
Client Cancellation Report
Monthly Statement

Our client management team is responsible for generating and specializing
reports to suit your needs. The timeframe can be altered to meet your needs
as our client, although most have a pre-determined schedule depending on
the type of report. MSB has the ability to create custom and ad-hoc reports
as needed by the City. All reports can be provided daily, monthly, annually
and/or contract to date.

MSB has always had an “open door” policy for our clients. All of our reports
and collection data can be inspected, including audits, at any time by the
appropriate client representatives. All reports, including invoices, may be
sent electronically. MSB is committed to fully cooperate with all audit
inquiries and confirmation requests.

MSB has provided the following table listing the reports we have the ability to
generate and a brief description of each:



Report Name
Account Status

Client Analysis .
Client Data Integrity Analysis

Client History Analysis

Client Monthly Spindown

Collection Summary

Detailed Client Analysis

‘Expected Promises to Pay
Account Activity Report:
Activity Code Summary
‘Broken Promises Report

.L:i_étmc')fTSe.lectefd Accounts
Pald In FuII. Accounts -
le Code Ahalysis I
Refurned Accounts

Purged Accounts

N Analy3|s totals for phone numbers,
‘addresses, age of accounts and
1 geographical location

' Historical information regarding new i
§=busmess collections, liquidity,

| commissions, cancellations, PIFs and
| average account age

|| Lists net dollars divided by the
1 percentage of the total recovery
|| Statistical data showing new business |
|and collection for the twelve most N
| recent reporting periods

|| Statistical data covering the twelve
| most recent reporting periods

| List dollar amounts for promises to pay |
| Lists all accounts on system for client = |
i|. Lists all activity codes being used
Lists all broken promises for a spec:ﬂed
] collector

| Lists all accounts in the syStem that
| meet a specific criteria .
| Lists all accounts that have been paid |
finfull N
| List aII zip codes assomated wzth
| certain accounts .
| Lists all accounts that have'.been .
1 designated for return to a client

| Lists all accounts that are due to be
{purged

We have listed our most popular reports on the following pages as examples.
The reports are adjustable based upon the requirements identified during

discovery.
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o Client History Analysis Report

j This report provides historical information regarding the client’s new business,
collections, liquidity, commissions, cancellations, payments in full and

average account age. It allows the client to view collection performance over

an extended period of time and analyze the collection ratio of each batch of

their accounts.
Client Collection Analysis
dug 22, 2006
COUNTY JP
2306 DOUGLAS ROAD Client¥# 1-1, Class Code 1, Sales Code 1

ANYTOWH, USA

Attn. COUNTY JUDGE

Month Blacmmncs adjustments Returred Het Casas 5 WTD Ret 5 Tot Ret S5 MID 5 Tot 2djusced
Tear § Cases ¥ Mwount § Casss 5 Amount # Usses § Moounc ¥ Cases § Zoount  Collectsd Collected Collected Collected (Coll Rate

g 2008 75 25272.00 - n G.0G ] G.0% e ZS2TE.O0 0.50 G.00 g.0g Q.00 5.064) &
Jul 2006 74 285613.50 ] G.00 Z €37.50 T2 ZA%Ie.00 0.30 G.09 106.00 1016.80 4,070 %
Jun 2008 55 15155.80 1] G.00 a 1.00 38 1BiS5.8C 0.40 0.00 333.00 a9B.00 2,093 %
May 200€ B3 27775.0G [» 0.00 3 1208.00 B0 26886.00 0.00 500.00 0.30 17253.E0 q.86D %
Apr 2008 15 575L.23 G 0.00 a 9.00 13 5781.23 2.00 000 Q.40 1727.73 3G.04L %
Mar 2G06 54 1B1EE.EQ |13 0.0C g 1573.00 4% 17882.50 4,90 0.0 0.00 1326.00 7.542 %
Feb 2006 79 25814. 53 i Q.06 2 916 .50 77 24098.08 Q. .00 0.08 4247 50 17.080 ¥
Jan ZO0€ 161 BEE1Z.37 g 0.0G 7 2522.00 i34  53290.37 0.9 0.00 Q.08 §220.0¢ 1l.672 %
Lec 2005 G 9.00 2} G.06 9 0.60 G 0.40- n_oa 0.40 n.na 0.90 ©.000 %
Tov 2905 ] 2748.3% [y §.00 1 24050 g 2507.89 0.30 Q.00 0.00 427.8% 17.067 %
ot 2008 229 757€5.15 1 -325.00 5 1436.580 224 74003.65 0.00 .10 2.60 8511.00 11.50L %
Fap 2005 0 0.90 o G.00 G 02.00 3] [ERYI C.00 0.00 0.c0 .00 0000 %
Dug 2005 131 3s009.70 o c.0¢ 1 240.80 163  83760.20 G.00 0.00 100,00 §925.00 20.572 %
Jal 2005 138 47132.00 o c.oc 3 2228.%3 132 44302 560 Q.00 G.0G 364.00 B410.50 18.73L %
Fun 2005 138 42050.07 a C.00 8 2660 .00 122 3939C.407 0.00 .00 280.00 7529.07 15.114 %
May 2008 201 £3020.00 K3 -§4.00 it 3565.50 191 E&53BD.50 0.50 0.0 0.00 31461.50 17.530 &
Ape 2005 118 3933050 [ G.Q0 5 1543 .89 113 37397.90 n.ga G.00 93600 1l6ec.00 31.203 %
Har 2005 S 1638Q.41 G G.00 9 3276.00 41 1310481 0.40 50.00 .90 G3EL.BL 4C.54% ¥
Feb 2005 213 10367.31 i3 0.0 iz £244 .50 201  66342.81 0.90 0.490 0.00  13775.00 20.7e9 &
Jan 2005 283 302052.25 ] 76.06 113 37743.%0 720 264378.41 0.00 0.70 d55.00  ETHED.)5 Z5.&00 %
K Dzc 2004 o 4.40 i 0.06 0 0.00 1] G.9G C.0% D.00 0.0 .00 0083 %
Mov 2004 185  34962.00 g 0,00 43 BOSE .00 W2 268700 0.9% 2.00 .09 2785.00 10.3€6 %
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Daily Status Report
This report is confirmation that a payment has been made to MSB. It includes
the client reference number, name of the debtor, amount paid and the current
balance. It also shows a release date (in the event the payment is made by
personal check) on which that payment will be cleared for invoicing. This
report is provided to the client on the following day after payment was actually
received.

CN: COUNTY JUDGE
FAX: Z14-555-5368 Daily Status Report
MUNICIPAT SERVICES BURBAU

{80G) 568-7004 99935 Page: 1

AT/26/06

CLIENT:; 1-1

SAMPLE COURT

Client Case Nuwber Defendant Name Type Payment Amount Payment Date Criginal Balance
MFE Reference MNumber Viclation activity Code  Releass Date Corrent Balance
4509%-03 LARA, FRANCTSCO 16 42..00 07/26/2006 160.09
R1BB27-433021¢ FRAUDULENT USE OF MVI ACTIVE 07/26/2006 13,00
43055-G3 LARA, FRANCISCO 15 33.00 07/26/200¢€ 1e0.00
R18827-4330216 FRAUDULERT USE OF MVI ACTIVE 07/26/2006 15.00
48578-02 SRNCHEZ, MARIZ 16 39.00 07/26/2006 155.00
3206884728707 TXPIRED MVI STICRER ACTIVE 07/26/2008 42.50
49578-02 BANCHREZ, MARTA 18 4.00 07/26/2G06 155.00
32068B-4728707 EXPIRED MVI STICEKER ACTIVE 07/26/2006 42,59
67265-02 SHELTON, MISTY 16 50.00 Q7/26/2006 340,00
TB81B5-5928009 NO 3SR INSURANCE ACTIVE 07/26/2006 342,00
€7548-01 DONDLINGER, THOMAS *16 257.40 07/26/2906 257.40
&35B43-603i2574 VEHICLE REGISPTRATION VIGLATION PRAID IN FULL 08/09/2006 0.00
TOTAL BPAID : $425.40
MONTH TO DATE :  $8250.90

* Indicates first Paid Us received by that defendant.
Payment Types 11-19 and 36: Paid Us
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- Monthly Invoice _
- This report summarizes all account payments made to the client for a specific
month. It totals all the payments and commissions. It also calculates the
amount due MSB and/or the client depending on whether the client has
chosen net or gross remittance. The statement prints a payment layout that
lists the payments received on the client’s accounts over a given month.

PAYMENT INVCICE Mmicipal Services Buresu
Client: SAMPLE COURT Account NMumber: 000102-1 Page: 1

Reporting Period: Month of July, 2008 Invoice Date: 07/31/06 Invoice Naodber: 25083
| TR bR CURSENT
| ancomme e MESTER  TAY DATECHECK CGTE PAID U3 PAID ¥OU COMM  BALANCE  FEMERKS
2074005213 ATETIN, MAMK 9 Tloens a7/18/06 07/13/0€ 42.00 102,50 .00 BIF

2002007674 BMTTEE. ERYRR *. X48425  OTFIGF0E6  DT/OT/06 342.00 136.80 0.0 EIF

20R40RTETA BNITEE, ERTRR L X46s28  O7/10/06 07/07/06 21%.00 B4.80 0.00 PIE

2805007651 BOER, THRSS E ZITATL OT/28/0E D7 24/DE 206.60 BZ.40 n.04 £IE

2ARS00TESY BRER, THRGE E 23TA7L  U7/28/96 DOT/24/66 155.00 62,40 0.0 EIF

2002902021 CARITILLO, SAMORA C c2E223  G7/L0/06 D7/07/0€ 228.00 §1.20 0.8 EIF

Z0030037LE HELE, LESLEY C 242083  O1/L0/06 U7/OTOE 177.00 70.80 8.0¢ PIF

2005067653 TAES, RIM R yasEer  07/14/06 BT/13f06 263.90 78.90 0.00 BEF

apnzongasl MEMNS, HUTDRY LAG QUESE8  07/10/DE  0T/NTFOE 252.00 100.80 0.00 EEF

2005003868 FEREE, JH, GILHERT T Y7073L  07FL0/0E  07/07/06 172.00 69.20 G.00 OIE

400E000817 HMITH, ELDON L 2052 07/11/06 071106 asz.0p 136.ED 0.00 BIE

209EDD0S1E SMITH, ZLDON L ZHEOSE g97/11/06 07/11/06 17100 8,40 G.o0 PIE

Z0NENDOZLS HUITH, ZLDOM L 242052 97/11/0€6 DT/11/06 15B.G0 63,26 9.00 FIF

Z00€060918 SMITHA, ELDOW L Z4208%  01AA06 0711706 160.00 62.00 0.00 BIE

2005002802 DS, MICHELLE KI681% 07710008 07 /008 237.00 98.EB 9.00 PIF

LULE L L] FAOS, MICHELLE KEHH1Z 0TS0 07/07/06 212.00 B<.EB0 0.00 EIF

TOTARS 263.00 a276.00  1895.90
TOTAYL COLLECTICHS 268%.00

TOTAL NUMIES OF PAYHMENTS e
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Active Account List
This report lists all of the accounts that are currently on the system that are
not paid in full or recalled, age purged, recalled by the client, etc. It includes
the original and current balance for each account.

ACCOUNT STATUS REPORT

Excluding Status Code: 90
EAMPLE COURT Rug 22, 2006
3800 GENERIC BLVD Client# 001-1
ANYWHERE, USA

Attn. COUNTY JUDGE

YOUR MRITER TUATWER  ORIGIMAL CURRENT  COLIECTER
ATCOWT WRBEIR a3 HUMBER HEME IAZE BATANCE ERLAICE O DATE REHRRFR
2005005917 - - TIRNT AEZRLEY, BENJHMIN L 03724 /08 206.00 20€.00 .02 VERIEY BTaTog
1558002607 0Q0-0o-gonN0  JIB2ET ADEMI, BRETT BRFE iz/zn/0 142.00 1£2.00 o.0¢ ROTTVE
1528002606 0C3-G0-0000  Ja8257 RERM3, BREIT ARFZ 12720701 162 .0G 152.00 Q.0¢ ACTIVE
2004002240 - Hrgags ACRM3, BOISK Y DE/21/ 04 195.00 195.00 .0 ACTIVE
20010063984 © 0GD-OC-0C0N  EERZ3 AOSBIYI, RESMIYEVGE nufzafne 3%2.00 342.00 @.0C ACTIVE
2001002983 0o0~0G~0G00 J@EEZQ AINCHIVI, ADEMUTIRR ny/zasoz 144.00 1d2.GD G.0G ECITVE
2001032942 BoD-0C-0000  FEEGZR ADEETYL, AREMTYIVWR oifzaioz L164.G0 16£.0D 0.00 MITVE
200anasav2 0GO-00-0000  Q332VE BEEKRMTEER, MECHNET AR 0w/23/%3 1£1.00 141.GD .00 ACTTVE
2005001214 - - REDE1D AIEMANIFR, VI D 08S29505 171.00 171.00 0.60 RCTIVE
2023002821 A0N-00-0000  EE39€4 HLTRED, CORIELIVE nTS14/33 155.00 158.00 0.0Q RCTINE
2003002020 QON-30-0R0D  PE39E4 ALFRER, CCRMELINE B7/14/03 E:2.00 212.90 @.00 BLCTIVE
2022005023 0CD-00-0000 35516 ALLOW, JEFEREY OF 10513007 Z12.99 212.00 Q.00 ALTIVE
200LD0S54558 0GD-g4-g0D0  JE6B25 AMEILOS, INGRATH KAR 91729/08 17.a0 107.60 Q.00 RCTIVE
Z00500L45L - - KOEDZ1 ANDERSOH, -JERMATNE a7 11408 1%3.00 193.00 0.0C ACTIVE
FU0RDGLAEZ - - AEI0Z1 ANDERSQN, JERMAINE 07/10fng 198,00 158.00 ] ACTIVE
2005003880 - - X183€0 EFDERION, JERRON O 0871708 242.00 342.00 f= M Ll ACTIVE
2000010274 000~0G~0GDD  JEBE2E AMTERIH, JOEL LICHE n1/28/02 228.00 2239.00 ¢.oQ PRROSE TO PRY
2004004968 - VEERTE ARTEXWE], HERNGRE J L2/05/ne anz.ng nz.eo G.00 ACTENE
2601734 0o0=-00-000G  Jab2el ANIRREDE, JUIZT MIGUE 12/20/D1 125.00 125.00 C.00 ' ECTHIE

QECHILY 200-09-0000 35613 ENGEL, FORIE 11710758 17%7.00 117.00 .00 ECTIVE
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Collection Summary
o This report contains two categories of information: new business and
collections. Its design is to provide statistical data showing new business and
collections for the twelve most recent reporting periods for the indicated client.

COLLECTION SUMMARY

COUNTY COURT Aug 22, 2006
100 GENERIC RD Client# 000-1
ANYTOWN, USA

Attn. COUNTY JUDGE

——————-— NE BUSINESS ———— DOLLHCT TONS
PERIOD 5 ¥ IVE 5 # AVE PIF ) COMM 2IF
2ng 2006 25272.00 75 336.%6 3978.00 15 209,37 15 918,01 a
Jul 2006 24976.00 72 346.89 11246.23 45 229,51 - 39 2595.31 a
Jun 2006 15195.80 58 330.96 702,36 38 202.69 27 CATTT.4T a
May 2006 27222.50 oz 331.98 8166.50 40 204.1% 31 1884.56 g
2pr 2006 5751.23 19 302.70 16964.34 a7 253.20 57 3%914.86 a9
Mar 2006 17784.00 50 355.68 16513.89 G4 238.03 &0 3810.9% a
Feb 2006 24898.08 77 323,35 11837.00 &7 253,98 39 2754.72 0
Jan 2006 54297.87 157 345.85 16348, 50 &0 272,48 52 3772.74 ]
Dec 2005 0.00 0 0.00 8079.00 36 224.42 29 1864.41 a
Nov 2005 2507.89 [} 313.49 493700 20 246.85 15 1139.32 a
Oct 2005 74328.65 224 331.82 7229, 50 3 233.21 26 1668.35 0
Hep 2005 .00 0 0.00 11610.07 46 252.39 43 ‘2679.27 o
Previous 191.7252.27 7288 2632.07 291577.89 1810 161.31 1126 67280.03 )

219348€.29 gil1o 270,47 414690.28 2327 179.07 1562 95159, 96 0
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This report totals the number of our outbound call attempts for your accounts.

It is broken down to categorize the call result (line busy, no answer, wrong

number, etc), the number of live contacts, the number of right party contacts
and the percentage of payments based on the right party contacts.

Total Dials

Answer Machine
Busy

Disc Before Analysis
Dispute

Fax

Jail/Pen Status

lLeft Message 3rd Party
Line Busy

Line Dead

No Answer

Not Reached

Operator Disconnect
Payment Scheduled
Refusal to Pay

Remote Hang Up in
Attendant

Remote Hang Up

System Hang Upin
Attendant

Wrong Number

% Finish Codes

203
1733

384
42

462
8
2170

514
7087
151
58
179
23

865
630

192
2273

1%
10%
2%

0%
3%

0%
13%
0%
3%
42%
1%
0%
1%
0%
50/0

4%
1%

13%

0% 1%

8%

%

Live Contacts Right Party % PTP to RPC
Contacts 72%
42 Dispute 42
Jail/lPen Status 6 JaillPen Status 6
Left Message 3rd Payment
2170 Scheduled 179
NotReached 151 Refusalto Pay 23
Payment 250
Scheduled 179 Totals
| Refusal to Pay 23
Totals 2,5M
Live Contacts Elisp uts
éd»%
mal/Pen Slatua
[LeftMassage 3
Party
Mot Reached

WPy ten t Sohed Lled

f@RsfusaltoPay

Total Dials

16,972

4AMSB

BHVERBUEWMY S€RVYILER
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As testimony to MSB's superior collection capabilities, MSB conducted a
client review of our contract to collect delinquent accounts for Miami-Dade
County, Florida and the Municipality of Anchorage, Alaska. In a head to
head comparison against the prominent competitors in both
jurisdictions, we significantly outperformed our competition as evidenced in

the graphs below:

Miami-Dade County, Florida

% of Months MSB Out-Collected Competitors

20%

8% o MSE
M Compstilor A

B Compstitor B

Revenue Collected
MSB continues to excel in collecting revenue
ahead of our competitors. These two bar graphs

show the collection performance of the three firms

performing collections from January 2008 to
February 2010.

Miami-Dade County, Florida:
Criminal Collections Jan 2008 - Feb 2010

$1,000,000 17

$400,000

$200,000 — R
MSB Competitor A Competitor B

% of Months MSB Out-

Collected Competitors

MSB outperformed both competitors
by collecting higher balances the
majority of the collection months, as
evidenced by the chart to the left.

Miami-Dade County, Florida:
Traffic Collections Jan 2008 - Feb 2010

7,500,000

7,000,000+

6,500,000

6,000,000-14

MSB Competitor A Competitor B
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Municipality of Anchorage, Alaska '

% of Months MSB QOut-collected
Competitors

MSB significantly outperformed our
competitor by collecting higher balances
the majority of the collection months, as
evidenced by the chart to the left.

23%

m MSB
Competitor

$5,800,000

$5,600,000

$5,400,600 1
Revenue Collected - MSB has consistently

collected more revenue than our competitor.
The graph to the right shows the collection

performance of the two firms performing $4,800,000 1
collections from 2006 to 2008. In 2009, MSB was | 34600000 -
chosen as the sole collection provider.

$5,200,000

$5,000,000 -

MSB Competitor

Net Back to the City
In a competitive contract with two other collection agencies, MSB has a
higher collection fee but achieves a higher recovery rate. MSB has provided
the following tables as an example of how we provide a greater netback (total
dollars received by our client after the vendor has been paid) to our clients
regardless if the fee is higher:
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sTFee Net Back ‘
[to Client ;

o |[s484.487.00 |
{|369.0

o 11$69,843.00 |[593.7%

The lowest bidder/commission rate does not produce the best results. Higher
commission rates can result in more collection efforts including additional
letters, calls and skip tracing. MSB returns hundreds of thousands of
additional revenue to our client on this contract.

Impiementation Plan

Partnering with MSB allows the City to utilize existing processes, eliminates
the need to devote large amounts of staff time and negates lengthy collection
delays involved during implementation. MSB is committed to utilizing our
nineteen years of best practices to achieve the goal of providing a premier
collection solution for the City. MSB's services are flexible to adapt to the
City's needs as they change or as enhancements become available. We
have an existing infrastructure, call center, trained collectors, and skilled
information technology personnel to provide a fully operational solution.

MSB offers a 15 day implementation for clients who can adhere to our
standard process. This will allow the City to immediately realize lost revenue
that has gone uncollected. If customization is required, we also offer a 30 day
implementation plan. Once MSB receives the accounts, we begin collection
efforts immediately.

City’s Assistance

MSB is able to offer the City a tumkey solution for its needs that has been
proven successful. We have the financial, technical, and personnel resources
already in place to fully execute the City’s project. Using experience gained
by collecting on behalf of over 550 governmental agencies, MSB will be able
to offer the City a superior collection program that will maximize revenue.

MSB is dedicated to providing the City timely, efficient service. On occasions,
MSB will rely on the City to provide certain information in order for us to
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I remain on schedule. Those instances have been designated in the tables on
o the following pages.

Implementation Work Plan
We have provided a standard Implementation Work Plan, based on business days,
on the following pages for the City's review.

. Discovery: Phase | - 5 Days

'Signed Contract to Client '
‘Services i

Client Contact |
Send Client Setup Packet

‘Begin New Client

Implementation Checkhst _

Client Sends Finished || 8/06/2010 ||

.Business Requirements

Client Inplementation |
‘Meeting 1 8/09/2010 i} 8/09/2010 |

Client IT Meetin_g | 8/10/2010 1| 8/10/2010 |

Implementation: Phase 2 - 5 Days

Task Name Start Client
Involvement

Testmg 8/11/2010 1 8/16/2010 j 5

Client Sends Test File(s) | 8/11/2010 | 8411/2010 _

‘Set-up Transfer Process | 8/11/2010 | 8/11/2010 1
‘Analyze Test File/Set-up '

CRS Accounts | 811212010 81202010 |
Send Scope to IT for @:8/17/2010 | 8/17/2010 |
Scripting N |
Write Script for Uploadlng 8/11/2010 | 8/17/201
Submissions i1 e |
‘Send Final Process Sp_ecs: 8/1 7/2010 | 81712010 |.




toClient - 1
'Approve Final Process

Prep

| Create Go-Live Checklist;

'Obtain Signoff =
‘Set-up Go-Live Prep
Meetings

Provide Specifics to CRS |
.and Collections Manager |

Arrange Training for MSB
Operations |
.Confirm Go-Live Ready
‘and Submission Start
Date with Client
Client Sends
Submissions -

Wrap-up: Phase 4 — 2 Days

‘Confirmation
Confirm Submission

-Process was Successful

'Complete Any
-Qutstanding Processes

Confirm 1% Invoice

118/20/2010 | 8/20/2010 |,

SB

GOBVERNMENT SERVICES

Start Duration | Client
Involvement

|20010 [3 [

1.

| 8/20/2010 | 8/20/2010 |.5

Start Duration | Client
Involvement

|8/232010 [8/242010 12 | |

| 82312010 | 8/23/2010 | -
82412010 | 812412010 | -

| 82412010 | 8/24/2010 [1 |
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Computer Network and Security
Information Technology (IT) has become critical to the operations and overall
success of the collection process. Having realized the benefits of IT, MSB
continues to invest heavily in the latest technology, qualified personnel, and
the training necessary to support the infrastructure. MSB’s systems are all
designed and engineered for high availability, accuracy, security and future
growth. Recently, MSB has invested over $2 Million in IT related
resources including computer/network equipment, software and telephony.

MSB'’s IT department recognizes the complex data transfer requirements and
offers solutions based on the most efficient manner for our clients. We will
work closely with your staff to implement our services and have technical
support available every step of the way. Please read below for a description
of our IT resources and security measures.

IT Staff
MSB employs highly skilled IT professionals and managers with proven
industry experience. This talented IT team stays abreast of new technology
by both company sponsored training events and a strong personal desire to
keep up with the industry. :

MSB's IT employees’ academic and professional credentials include:
¢ Masters of Science, Management Information Systems

Bachelor of Arts, Computer Science

Bachelor of Science, Math and Computer Science

Bachelor of Business Administration, Management

Microsoft Certified System Engineer (MCSE)

Oracle Certified Associate (OCA)

CompTia A+ Certification

Windows XP Deployment Certification

Interactive Intelligence Dialer Certification

interactive Intelligence Center Handler Developer Certificate

Interactive Intelligence Administrator Certificate

o Collection Software

MSB selected CR Software as our enterprise-wide Collections Resource
o System (CRS). CRS automates all the fundamental functions of our
collection operation, from new business data entry through month end
processing. With CRS, we have streamiined our collection operations by
taking advantage of its automatic broken promise processing, payment
processing, cash posting, collector productivity management, client status
reporting and client analysis reporting.
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CRS maintains a record of all account activity, including placement data,
payment history and coliection attempts. In addition, the system is a real-
time, on-line system; therefore, accounts are immediately updated when a

~ collector performs any action on an account. This information is then
available for our client to review.

Network
In 2007, MSB upgraded the entire network infrastructure from start to finish

with new state of the art Cisco equipment as well as new network cabling.
MSB has partnered with AT&T and Global Crossing for internet connectivity
and has fully redundant T1s should an outage occur. Additionally, all our
network hardware support contracts are renewed on an annual basis for each
networking device, thus ensuring 99.98% availability.

To ensure the highest standard of security, MSB has partnered with an
independent network firm to monitor and audit our network connectivity from
end-to-end. This joint effort helps prevent the following:

Denial-of-Service Attacks

Unauthorized Access .

Confidentiality Breaches

Data Diddling

Data Destruction

Servers :
MSB has invested heavily in new dual and quad core servers from Dell and
Hewlett Packard. All mission critical software resides on both primary and
backup servers using storage arrays in RAID 1, 5 and/or 10 configurations.
Additionally, all servers carry a four hour response time contract with our
~ hardware vendor.

Remote Monitoring of Server Room Conditions
MSB purchased an environmental monitoring appliance to keep a close eye
on our server room and allow us to remotely monitor physical conditions. We
initially installed it to monitor the generator and fire system, but decided to
include a room temperature and flood sensor for additional protection. We
will be immediately notified via a text message and-email alert when a preset

threshold is hit.

lLevels being monitored include:
* Room temperature
o Internal (temperature sensor within the device)
o External (additional sensor on the near the back of the

server racks)
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Room Humidity - Internal (Humidity sensor within the device)
Smoke — Smoke sensor

Flood — Spot water sensor near the network rack

Main Power — Monitoring the main power of the buiiding (power not
connected to UPS)

Storage '
MSB has invested in a Storage Area Network both onsite and in a disaster

recovery location. This SAN infrastructure enables MSB to expand storage
space quickly and easily on demand, reduce backup/ restore time, and vastly
decrease downtime in a disaster scenario.

Workstations
MSB recently refreshed 311 computers with brand new Dell Optiplex Smalll

Form Factor workstations and Dell 17" flat panel monitors. In addition to
these workstations freeing up desk space for the collectors to work, they also
have the capacity to handle the new voice over internet protocol (VOIP)
headset and soft phone software.

Data Transfer
MSB will work with the City to establish an acceptable method of transmission
of data files. As with many of our clients, we will set-up an FTP site with a
user name and password, per client, for authentication. The transmission of
the file from the client is automated and is sent to us on a daily basis utilizing
a script written by the client. MSB has written a script to retrieve the file from
the FTP site where the file is date and time stamped and then moved to the
client’s directory on our secured network. All files transmitted through the
FTP site are virus scanned to ensure the safety of our network. MSB offers
various encryption options for file transfer to ensure security such as SFTP
and PGP which are among the most popular choices. Other protocols /
methods can also be made available if necessary.

MSB currently accepts files from, and produces files for, hundreds of clients
around the country. These files contain referral (new) account information,
payment information, adjustments and rescind (recall) information, as well as
general information regarding individual accounts. MSB has the knowledge
and experience to successfully receive the City's data files. MSB can accept
files from the City on any media (compact disc, magnetic tape, floppy disk,
ftp, etc.) and in any format (comma, tab, pipe, tilde delimited, fixed length,
variable fixed length, etc.). MSB also accepts manual submissions from
many clients.

Information Flow
The flow chart belows outlines our electronic data processing process:
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interfaces

MSB has working knowledge of numerous different technologies and has
extensive experience in interfacing with clients. We have in-house programmers
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who are able to adjust to each client’s interface specifications. MSB will work
with you to determine the preferred means of communicating including: phone,
email, fixed format, comma-delimited and paper report. The following are
samples of the technologies that we have experience working with:

Linux

C

CH++

C#

NET

Visual Basic (VB)

Scripting

Automation

Java

XML

® & & & & ° © & 0 @

The frequency of data transfers can be made: daily, weekly, monthly, and
annually or any City-determined time frame. We have found that clients who
submit on a regular schedule realize higher collection resulits.

Back-up Capabilities
MSB invests heavily in the backup, storage and restore functionality of its
electronic information. The entire CRS server is backed-up on a nightly
basis, 7 nights a week, on tapes. A weekly backup is sent offsite to an offsite
storage vault via Iron Mountain. All call recordings are maintained for a
minimum of 2 years.

Record Archival
MSB maintains accounting records in accordance with generally accepted
accounting principles. MSB utilizes the Dynamics/Great Plains accounting
system which is a Microsoft based application. The system provides detailed
financial management options that range from general ledger, accounts
payable, and accounts receivable modules to bank reporting, cash flow
management and easy reconciliation.

All call recordings, dialer records, transaction paperwork and all records as
they relate to collection operations are retained for a period of no less than 2
years, Financial records are retained for time periods specified by the
Sarbanes-Oxley Act and SAS 70 audit requirements.

Disaster Recovery Plan

MSB maintains a comprehensive disaster recovery plan. Highlighted in this
plan include data backups and server availability. Tape backups of all
corporate data are performed on a daily basis and are shipped weekly to Iron
Mountain for secure offsite data storage. Server availability is maintained by



providing redundant servers for the company’s most critical application.
Through a 15-member peer group of which we are:a member, reciprocal
‘recovery efforts are guaranteed in the event there is a loss due to fire or an
act of God. MSB maintains an Agility partnered solution for a fully
operational collection center within 48 hours of a natural disaster.

Virus Protection

MSB understands the importance of protecting both internal systems and
client systems by utilizing McAfee Enterprise Edition v8.0.0 virus scan engine

- on every desktop and server. In addition, we protect our Microsoft Exchange
E-mail Servers with McAfee Group Shield. Virus definitions are updated daily
to maintain optimal protection and our contract with McAfee is renewed
annually.

Data Security
MSB adheres to very strict data security standards and has received
SAS 70 Type Il certification. MSB will protect information from unauthorized
use, disclosure or destruction through the observance of all federal and state
information security and confidentiality laws. In addition to software security,
MSB destroys all paper trash via a weekly pick up by a local document
shredding company.

All employees sign a confidentiality agreement upon hire. Employees must
agree to maintain the confidentiality of Confidential Information and not
to disciose, duplicate, copy, transmit or otherwise disseminate or permit such
information to be used, disclosed, duplicated, copied or transmitted.

Email Data Security

With growing security issues such as spam, viruses, hacking and data loss,
it is imperative that businesses protect their email infrastructures. MSB
utilizes fully redundant Cisco IronPort Appliances to secure their email
environment. The following are examples of email security measures in
place at MSB.

IronPort Reputation Filters™ provide an outer layer of defense utilizing
IronPort SenderBase® data to perform a real-time email traffic threat
assessment and identify suspicious email senders,

IronPort Anti-Spam™ Filters combine best-of-breed conventional
techniques with IronPort’s breakthrough context-sensitive detection
technology, to eliminate the broadest range of known and emerging email
threats.

IronPort Virus Outbreak Filters™ stop viruses before they even enter

our network by identifying and quarantining suspicious email—hours
before traditional virus signatures are available.
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McAfee and Sophos Anti-Virus technologies provide additional, fully-
integrated layers of protection ~ enabling the industry’s broadest and
highest-performance virus scanning solution.

IronPort Email Encryption protects confidential data, using fronPort
PXE™ technology to enable simple, secure two-way communication with
any email recipient. Email Security Monitor™ delivers real-time threat
monitoring and reporting. This technology tracks every system
connecting to our lronPort appliance to identify Internet threats (such as
spam, viruses and denial-of-service attacks), monitor internal user trends
and highlight compliance violations.

Integrated Content Scanning technology enables easy-to-manage
enforcement of regulatory and acceptable use policies and protection of
intellectual property, based on the content of messages and attachments.
Turnkey PCI, HIPAA, SOX and GL.B solutions are available with this
feature.

Compliance Quarantine provides delegated access to emails that have
been flagged by the content scanning engine.

IronPort Bounce Verification™ signs the return address for outgoing
mail — allowing filtering of legitimate bounces from fraudulent bounces by
the existence of the correct signature.

Network Penetration Testing
MSB has contracted network experts, Spohn Consulting, Inc., to perform
quarterly network penetration tests. These quarterly security assessments
identify potential vulnerabilities. They also improve security for client's
information, MSB's systems, networks and facilities within perimeter devices,
network security controls and enterprise security.

Laptop and Data Security
MSB installs Computrace® Plus by Absolute® Software on every laptop
issued to our employees. This commercial version of Lo Jack provides IT
asset management, data and device recovery and theft recovery services.
MSB has the ability to remotely deiete data if a laptop is stolen or missing.
MSB has the ability to freeze the computer, preventing its use until it is
recovered.

Physical Protection

The offices of MSB are secured with a monitored alarm system that utilizes
motion detectors, door sensors and panic buttons. All visitors are required to
register at the receptionist’s desk and then must be escorted by an MSB
employee. Employee access to the facility is controlled by a logged access
Token (key fob). The IT data center requires a special secured access token,
which is created and monitored by our Information Technology Department.



