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July 30, 2010

TO: Board of Mayor and Aldermen

FROM: Eric S. Stuckey, City Administratorg.:-—lw
Russ Truell, Assistant City Administrator/CFO

SUBJECT: Franklin Industrial Board Letter of Credit Renewal

Purpose

The purpose of this memo is to apprise the Board of the City’s commitment to the Industrial Board regarding the
Nissan headquarters project and proposed renewal of that commitment.

Background

In 2006, the Franklin Industrial Board (IDB) issued bonds to support the purchase of land for the Nissan
headquarters project. The bonds were to be paid from the taxes generated from a “tax increment financing
district” surrounding the headquarters. Fifth Third Bank provided a letter of credit (LOC) to support the bonds
contingent on a revolving loan agreement between the City of Franklin and the Franklin Industrial Board. The
loan agreement specified that the City would loan funds to the Industrial Board if property tax revenue from the
Tax Increment Financing District were insufficient to pay the principal and interest on the bonds.

The loan agreement has been in place for five years and the City has loaned the IDB a total of $2.3 million to
cover the tax shortfall. Although tax revenues have grown sharply, it is estimated that the shortfall will continue
for at least two more years.

The letter of credit with Fifth Third Bank expires in December and the Industrial Board may wish to have the
Bank renew the LOC. The Bank would like confirmation from the Mayor that the City will stand behind the
revolving loan agreement between the City and the IDB.

Financial Impact

None. The iDB ultimately will retire the bonds with future tax revenues from the McEwen Development District.
Only the timing of the retirement and cost of the borrowing is in question.

Recommendation

It is recommended that the Board authorize the Mayor to notify the Bank that the City will continue the current
agreement.
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July 30, 2010

Jason Adams

Fifth Third Bank, N.A.

Portfolio Manager — Commercial Real Estate
424 Church Street Suite #600

Nashville, TN 37219

Re: City of Franklin Industrial Board Letter of Credit

Please accept this correspondence as an update on our estimated revenues in the Tax Increment
Financing District (McEwen Development District) which support the Industrial Board borrowing for
the Nissan Headquarters project.

For the purpose of continuity, I am enclosing a copy of previous estimates and reporting in the same
fashion as in earlier years. Please note also that in some of our previous discussions, you mentjoned the
original estimates for the District which included a scenario that projected revenues of roughly $2
million per year by 2011. I would point out that, included with that particularly estimate, were three
other scenarios that projected far less in recurring property tax proceeds. The most pessimistic of the
three scenarios assumed that there would be a two-year delay in most of the revenues and one major
project postponed indefinitely. That, unfortunately, is almost exactly what has happened due to the
financial turmoil in the national economy since 2007-2008.

Let me briefly summarize events that have occurred since the original projections were put forth. First,
the attorneys for Nissan added a clause to the in lieu of tax agreement which made the first Nissan in-
lieu-of-property tax liability coincide with the opening of their building. That cost the District two years
of income worth over $100,000 in income per year. Second, it was assumed that much of the property
east 0f'I-65 would become assessed as regular commercial property, rather than being left in “green
belt” status. Much of that land still remains in the agricultural status.

Third, the McEwen Towne Centre project that was either funded or seriously considered for funding by
Fifth Third has been dramatically reduced. The townhome/condominiums were late getting started and
the headquarters building came on the tax rolls two years later than expected. The retail area still
remains untouched. If you recall, the Towne Centre project was the linchpin of revenue for the first five
years of the District. :

Finally, the bankruptcy of Crescent substantially slowed down any progress on Class A office space in
the area along Carothers near the Nissan headquarters building. Ironically, it also slowed down
acquisition of right of way needed to complete McEwen Drive from Carothers intersection to the edge of
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the District. Jackson National Life, who was close to committing for office space in early 2008, was
delayed in their announcement by both the Crescent Chapter 11 filing and global financial situation.

In retrospect, I think the property tax numbers have been fairly true to form over the last five years,
given the unusual behavior of commercial real estate and the global economy. As you can see from the
attachment, the numbers continue to grow as properties have built out and the properties have become
available for assessment.

As for future growth, I mention in my attached notes that the Drury Hotel people are ready to begin their
twelve story, suites only top-of-the-line hotel. The apartment complex (454 units) on the back of the
Crescent property has not been started; Crescent is, however, at great expense, putting in the roads,
water/sewer, and electrical infrastructure to prepare for building. There is, once again, any number of
relocation inquiries that are coming to Franklin and Williamson County regarding access to Class A
office space in the Cool Springs area; and the area along Carothers from the McEwen interchange to the
hospital is ripe for medical offices and is unlikely to remain dormant for much longer.

Staff at the City of Franklin believes that the McEwen Development District is viable and will continue
to grow until it fulfills its promise of fully funding the IDB notes first issued in 2006.

Respectfully yours,

Russell B. Truell, CFO



DISCUSSION:

Alderman Burger asked Alderman Bacon for clarification. Alderman Bacon said this
Resolution correlates with the State plan and the committee felt like with the

continued financial viability of the Pension Plan this would be an appropriate move
to take at this time.

The motion passed unanimously.

62. Consideration of Resolution Amending the Human Resources Rules and
Regulations, Rule XII, Section 10, Regarding Internal Investigations.
Alderman Ernie Bacon, Chairman
Alderman Dana McLendon, Vice Chairman
Budget & Finance Advisory Committee

Alderman Bacon deferred to Human Resources Director Shirley Harmon who said
this Resolution is limiting administrative leave to 30 days unless there is an
extension approved by the city administrator.

Alderman Bacon moved for approval of the Resolution and Alderman Kiatt
seconded his motion. The motion passed unanimously.

63. Consideration of Report from Industrial Development Board for Revolving
Loan Agreement.
Alderman Ernie Bacon, Chairman
Alderman Dana McLendon, Vice Chairman
Budget and Finance Advisory Committee

Alderman Bacon moved for approval of the Report from the Industrial Development

Board for Revolving Loan Agreement and Alderman Klatt seconded his motion. The
motion passed unanimously.

64. Consideration of Report on Public Safety Radio Tower Sites.
Alderman Ernie Bacon, Chairman
Alderman Dana McLendon, Vice Chairman
Budget and Finance Advisory Committee

Alderman Bacon moved for approval of the Report on Public Safety Radio Tower
Sites and Alderman Lewis seconded his motion.

Alderman Burger asked for clarification on the report. Alderman Bacon deferred to
the city administrator and the director of MIT.

Jay Johnson said following the decision not to build the large tower at the Curd
Lane site the staff reevaluated the options. He said staff is recommending a 100
foot monopole at the Curd Lane site. Referring to the next item he said there is a
change order erecting a 280 feet tower on Long Lane which would increase the
coverage throughout the city and the UGB. Mr. Johnson said the Curd Lane Liberty
Pike Tower site was essential to get coverage in the north and far eastern parts of
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MEMORANDUM...

Assistant City Administrator

TO: Franklin Industrial Development Board
Board of Mayor and Aldermen

FROM: OM Clotoncon

Wlty Administrator

Rusk TruT/ Finance Director

DATE: Decemben5, 2005

RE: Stand-by Loan Agreement

As proposed, Fifth Third Bank has offered a 25 year loan in the amount of not to
exceed $15,000,000 for the purchase of 50 acres on Carothers Parkway. This will
be a variable rate obligation, priced monthly, payable monthly. The rate will be
fixed for the first five years through a swap agreement.

The loan would be repaid through property tax revenues levied by the City within
the McEwen Area Economic Development District.

Attached as Exhibit A is a projected revenue/expense spreadsheet for the debt
service.

The land will not be pledged as collateral, nor will the full faith and credit of the
City be pledged. The IDB has no tangible assets to pledge.

Therefore, the Bank has asked for a revolving (stand-by) loan agreement (Exhibit
B) whereby the City would commit to loan any necessary funds to meet
obligations during the years 3 through 7 of the loan term. This would be an inter-
fund loan between the City’s General Fund and the IDB, repayable with interest.
Approval is recommended.

C: Doug Berry, City Attorney

109 THIRD AVENUE SOUTH POST OFFICE BOX 305 FRANKLIN, TENNESSEE 37065-0305
(615) 791-3217 TELEPHONE (615) 790-0465 FAX



REVOLVING LOAN AGREEMENT

- THIS REVOLVING LOAN AGREEMENT entered as of the day of December,
2005 by and between the BOARD OF MAYOR AND ALDERMEN OF THE CITY OF
FRANKLIN, TENNESSEE, a Tennessee municipality (the "City"), and THE INDUSTRIAL
DEVELOPMENT BOARD OF THE CITY OF FRANKLIN, a Tennessee public non-profit
corporation (the "IDB").

WITNESSETH:

WHEREAS, the IDB is authorized pursuant to and in accordance with Chapter 53 of
Title 7 of Tennessee Code Annotated, as amended (the "Act"), to issue and sell its bonds in order
to finance the acquisition of a site for a "project” (as defined in the Act); and

WHEREAS, pursuant to T.C.A. Section 7-53-312, the IDB and the City have approved
an economic impact plan (the "Plan") relating to certain property (the "Plan Area") in Franklin,

Tennessee that includes the site (the "Site") for a corporate headquarters building to be occupied
by Nissan North America, Inc. ("Nissan"); and

WHEREAS, the IDB has, pursuant to an Indenture of Trust dated as of December 1, 2005
(the "Indenture”) between the IDB and The Bank of New York Trust Company, N.A., as Trustee
(the "Trustee"), authorized the issuance of its Taxable Tax Increment Bonds, Series 2005 (the

"Bonds") in the principal amount of $14,885,000 in order to finance the acquisition of the Site;
and

WHEREAS, the Bonds are payable from (1) the incremental tax revenues (the "TIF
Revenues") received by the IDB with respect to the property that is subject to the Plan, (2)
certain payments in lieu of taxes (the "Nissan PILOT Payments") to be paid to the IDB by
‘Nissan pursuant to a Payment In Lieu of Tax Agreement dated between the
IDB and Nissan, (3) payments in lieu of taxes other than the Nissan PILOT Payments (the "Other
PILOT Payments") received by the City or the IDB with respect to property located within the
Plan Area, and (4) certain payments (the "Reduced Occupancy Payments") to be made by Nissan
pursuant to 2 Reduced Occupancy Agreement dated between the IDB and
Nissan, in the event that it fails to complete or occupy the corporate headquarters building; and

WHEREAS, the TIF Revenues, the Nissan PILOT Payments, the Other PILOT Payments

and the Reduced Occupancy Payments are herein referred to as the "Specified Revenue
Sources"; and ‘

WHEREAS, the Bonds bear interest at a variable rate but the IDB has entered into an

interest rate swap agreement (the "Swap"), with (the "Counterparty") whereby for
a period of years the IDB pays a fixed rate of interest and the Counterparty pays a variable
rate of interest; and

WHEREAS, the principal of and up to 45 days’ interest (at the maximum interest rate of
12%) on, and certain purchase price payments relating to, the Bonds will also be secured by the
Irevocable Letter of Credit (the "Letter of Credit"), dated as of the date of initial delivery of the
Bonds, issued by Fifth Third Bank (the “LOC Bank™) in favor of the Trustee, issued pursuant to



a Reimbursement Agreement (the "Reimbursement Agreement") dated as of December 1, 2005,
between the IDB and the LOC Bank; and '

"WHEREAS, the Reimbursement Agreement obligates the IDB to reimburse the LOC
Bank for any draws made by the Trustee on the Letter of Credit; and

WHEREAS, to enhance the marketability of the Bonds and to induce the LOC Bank to
issue the Letter of Credit, the City is, pursuant to T.C.A. Section 6-54-118, entering into this
‘Loan Agreement to provide funds which the IDB can use to make payments due under the
Reimbursement Agreement and payments due under the Swap in the event that the other
revenues pledged for the payment therefor are insufficient;

NOW, THEREFORE, the parties agree as follows:

L. Loans. If at any time the amount on deposit in the [Issuer Deposit Account] (the
"Issuer Account") established under the Reimbursement Agreement is insufficient to reimburse
the LOC Bank for any drawings made by the Trustee under the Letter of Credit and to make any
payments then due under the Swap, then the City shall, in each such instance within
( ) days after receipt of written notice from the LOC Bank, deposit funds in the Issuer

Deposit Account in an amount sufficient to cure any such deficiency. Each such deposit is
herein referred to as a "Loan".

2. Interest on Loans. The Loans shall bear interest at a rate equal to the rate from
time to time borne by the Bonds.

3. Repayment of Loans. Interest and principal on each Loan shall be payable on
April 1 of each year to the extent that funds remain in the Issuer Deposit Account after paying
any amount due on such day to the LOC Bank, and payments then due under the Swap.

4. Application of Moneys Remaining in Issuer Account. If at such time as the
Bonds and the interest thereon have been paid in full, any funds remaining in the Issuer Deposit

Account shall be paid to the City and credited against any principal and/or interest then due with
respect to the Loans.

5. Interest on Overdue Payments. If any payment of interest or principal on any
Loan is not made when due, such unpaid amount shall bear interest at a rate equal to the rate of
interest then applicable to such Loan plus 1%.

6. Application of Payments. Any payment with respect to the Loans or any amount
credited with respect thereto pursuant to Section 4 hereof shall be applied first to interest
(including interest on overdue payments), then to principal.

1. Limitation on Amount and Timing of Loans. The obligation of the City to make
Loans shall initially extend until December 31, 2010; provided, however, that unless the
Specified Revenue Sources attributable to 2010 or any year thereafter exceeds 1.5 times the debt
service on the Bonds (taking into account any swap relating to the Bonds) for such year, the

obligation of the City to make Loans shall automatically be extended for an additional year at a
time.




Notwithstanding anything herein to the contrary, the City shall have no obligation to

make any Loan to the extent that such Loan shall cause the outstanding principal amount of all
Loans to exceed $

8. General Fund of the City. The City shall make Loans hereunder from its general
fund and shall not use the proceeds of any borrowing to make Loans hereunder.

9. Limited Liability of IDB.  Anything in this Agreement to the contrary
notwithstanding, the obligation of the IDB to make payments hereunder shall be limited solely to
the Specified Revenue Sources, and the IDB shall not be required to effectuate any of its duties,

obligations, powers or covenants hereunder except to the extent of the Specified Revenue
Sources.

10. No Liability of Officers. No recourse under or upon any obligation of the IDB
hereunder shall be had against any incorporator, member, director or officer, as such, past,
present, or future, of the IDB, either directly or through the IDB or otherwise, for the payment
for or to the IDB or any receiver thereof, of any sum that may be due and unpaid by the DB
hereunder. Any and all personal liability of every nature, whether at common law or in equity,
or by statute or by constitution or otherwise, of any such incorporator, member, director or
officer, as such, to respond by reason of any act or omission on his part or otherwise, for the
payment for or to the IDB or any receiver thereof, of any such that may remain due and unpaid

hereunder or any of them, is hereby expressly waived and released as a condition of and
consideration for the execution of this Agreement. ” '

9. Separability. If any section, paragraph or provision of this Agreement shall be
held to be invalid or unenforceable for any reason, the invalidity or unenforceability of such

section, paragraph or provision shall not affect any of the remaining provisions of this
Agreement,

IN WITNESS WHEREOF, the parties have executed this Agreement as of the day and
year first above written.

BOARD OF MAYOR AND ALDERMEN OF
THE CITY OF FRANKLIN, TENNESSEE

By:

Title: Mayor

THE INDUSTRIAL DEVELOPMENT BOARD
OF THE CITY OF FRANKLIN

By:

Title: Chairman
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ADMINISTRATION John C, Schroer
Mayor of Franklin
Russell B, Truell

Assistant City Administrator, CFO

1799

Eric S. Stuckey

Finance City Administrator
HISTORIC
FRANKLIN
TENNESSEE
July 19, 2010 **DRAFT***

Jason Adams

Fifth Third Bank, N.A.

Portfolio Manager — Commercial Real Estate
424 Church Street Suite #600

Nashville, TN 37219

Re: City of Franklin Industrial Board Letter of Credit

Please accept this correspondence as an update to our regular conversations about the letter of credit
supporting the Industrial Board’s variable rate notes that were issued in conjunction with the Nissan
North America project in January, 2006. As you know, the City has agreed to a line of credit with the
Industrial Board.

As of June 30, 2010, the line of credit by and between the City of Franklin and the IDB that is
referenced within the 2007, 2008 and 2009 City of Franklin Comprehensive Annual financial Reports
is still in place. As of that date, the total amount outstanding due to the City of Franklin under the line
of credit is $ 2,320,209.

The city is pleased with the progress that has been made on the area designated as the Tax-increment
Financing district. Despite the sericusness of the financial difficulties in 2008 and 2009, projects have
continued to move forward, albeit on a somewhat delayed basis. During the four year span of the
District, property tax collections have moved from zero to over $670,000 per year for the 2009 tax year.
Several projects are under design or construction that will enhance the collections in that area. Itis our
hope that by year 7 of the City/IDB agreement, the IDB will be completely self supporting on an annual
basis.

The City must and will continue to be patient in waiting for repayment from the Industrial Board from
the tax proceeds. Currently the amount payable is easily supported by the City’s undesignated fund
balances.

Respectfully yours,

John Schroer, Mayor

City Hall + 109 Third Avenue South « Franklin, TN 37064 + 615.791.1457 O « 615.550.1955 F « www.franklintn.gov



Discussion of Properties in McEwen Economic Development District

As management of the City of Franklin, Tennessee, we offer the reader of this narrative an overview and
analysis of the properties included in McEwen Economic Development District. There are 23 parcels in all
comprising 859 acres. Only six of the parcels are currently taxed as commercial property, although twenty
of twenty-three parcels are zoned Interstate Commercial and the remaining properties are zoned Planned
Commercial Development.

Management believes that most of the property will be sold or developed as a result of Nissan’s
announcement to locate in Franklin, Tennessee. Sale of the property will trigger a removal from Greenbelt
status on the tax rolls for several properties. Currently, one parcel that appraises for $12.2 million is listed
on the tax rolls at $181,600. It cannot be determined exactly when the properties will be fully developed, but
this document (and its supporting schedules) is intended to give some focus to the valuations when full
development has occurred. Existing knowledge about three of the larger parcel groups is discussed and a
timeline is presented for those properties. Smaller properties are given approximate development
probabilities based on assumptions about the trends in the area.

Financial Highlights:

» There are twenty-three parcels included in the Economic Development District. These are the parcels within a
one mile radius of the new McEwen / I-65 Interchange. Properties that are already developed in full or
suspected to be developed in non-commercial methods are excluded from the District

» The properties total 859 acres and are currently zoned Interstate Commercial or Planned Commercial.

» The current appraised value of the properties is $ 33,984,400. The current “use value” for property tax
calculations is $13,787,800.

> Removal from “Greenbelt” treatment for tax purposes will increase the appraised value by $20.2 million and
increase the amount of taxes collected by $ 269,500,

» Estimates show that development of the property in a manner similar to surrounding properties, or in a way
suggested by development documents of the current owner, will further increase the amount of taxes collected.
The final valuation of final build out will range from $1.0 to $1.2 billion in appraised value.

» The “tax increment” from this development will be § 15.8 million per year at full build out.

» Development of this area would probably occur naturally over the next twenty-five years. Addition of the
McEwen Interchange and the relocation of Nissan USA to Franklin will cause the development to be
completed in a shorter time frame. It will also cause development of higher value structures on the properties.
The combination will result in an increase of more than $§ 219 million in property taxes over the next twenty
years instead of $168, a difference of $51 million.
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Overview of the Properties:

The following discussion is intended to describe the basic properties as currently assessed and provide some guidance
on their future assessment. The City has an indication on some of the parcels as to their future development plans from
concept plans provided by current owners.

The properties in the McEwen Economic Development District are as follows:

Parcel 1 Kuhlo Property at 4080 Mallory Lane— 5.61 acres valued at $1,198,300. Assessed as commercial property at
full value. Land only. Zoned Interstate Commercial. Directly opposite Medical Office property on east side of
Mallory. Suggested as a possible hotel site. Could be combined with Parcels #2 and # 4 for planned development.

Parcel 2 Franklin Realty Investors at 250 Spring Creek— 22.86 acres valued at $437,200. Assessed as commercial
property at full value. Land only. Zoned Interstate Commercial. Bisected by approach to I-65 Interchange. Adjacent
to Kohl’s department store on southern boundary. Possible site for large retail store or grouping of stores. Outparcels
possible. Could be combined with Parcels #1 and # 4 for planned development.

Parcel 3 Kuhlo Property on Mallory Lane— 3.68 acres valued at $729,000. Assessed as commercial property at full
value. Land only. Zoned Interstate Commercial. Adjacent of Medical Office property on west side of Mallory.
Suggested as corner outparcels for McEwen Towne Center development.

Parcel 4 Barbara Noble Property on Jordan Road— 1.5 acre valued at 1,692,100. Assessed as commercial
prop3erty at full value. Land only. Zoned Interstate Commercial. Directly opposite Medical Office
property on east side of Mallory. Suggested as a possible hotel site xyz. Could be combined with Parcels #1
and # 2 for planned development.

Parcel 5 Unknown Owner on Liberty Pike— 0.20 acre valued at $ 0.00. Corner lot adjacent to new 1-65 Interchange.
Assessed as residential property at $100.

Parcel 6 Carbine Development Property on Huffine’s Ridge— 10.45 acre valued at $152,000. Assessed as residential
property and zoned Interstate Commercial. Could be combined with Parcels # 5 and #7 for planned development.

Parcel 7 Comer Eller Property on Huffine’s Ridge- 5.15 acre valued at $125,800. Assessed as residential property
and zoned Interstate Commercial. Could be combined with Parcels # 5 and #7 for planned deve4lopment.

Parcel 8 Highwoods Property at 701 Cool Springs Drive— 23.09 acres valued at $4,040,800. Assessed as commercial
property at full value. Land only. Potential site for new headquarters building.

Parcel 9 Highwoods Property at 725 Cool Springs Drive— 9.28 acres valued at $ 3,237,600 Assessed as commercial
property at full value. Land only. Six story office building currently under construction.

Parcel 10 Crescent Resources Property on Carothers Drive Extended— 277.63 acres valued at $2,646,000. Assessed
as farm property at $194,000 use value. Site of proposed Nissan headquarters. Balance of 220 acres to be developed
per concept plan proposed by owner. Includes approximately 180 acres of developed area, including additional

corporate headquarters, mixed use retail/commercial/residential space, attached housing, and additional office space.

Parcel 11 James Porter Property on Liberty Pike- 19.76 acres. Assessed as farm property at $237,100. Frontage on
north side of Liberty Pike. Could be combined with Parcels # 12, 13, 15 and 16 for planned development.

Parcel 12 Franklin Commons Property on Liberty Pike— 16.37 acres valued at $196,400. Frontage on Liberty Pike.
Could be combined with Parcels # 11, 13, 15 and 16 for planned development.
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Overview of the Properties (Continued):

Parcel 13 JB Downey Property on Liberty Pike- 1.12 acre valued at $11,100. Front footage on north side of
Liberty Pike. Assessed as residential property and zoned Interstate Commercial,

Parcel 14 ] B Downey Property on Edward Curd Lane — 16.25 acres valued at $195,000. Frontage on south side of
Liberty Pike. Assessed as residential property and zone Interstate Commercial.

Parcel 15 Carothers Development LLC Property on Liberty Pike~ 93.98 acres valued at $939,800. Frontage on
Liberty Pike. Could be combined with Parcels # 12, 13, 15 and 16 for planned development. Zoned Interstate
Commercial; assessed as residential.

Parcel 16. Carothers Development LLC Property on Liberty Pike — 2.24 acres valued at $2,200. Frontage on
Liberty Pike. Could be combined with Parcels # 12, 13, 15 and 16 for planned development.

Parcel 17. Corinthian Custom Homes property on Edward Curd Lane — 7.95 acres valued at $1,125,700.
Assessed as residential property at full value. Frontage on south side of Liberty Pike. Zoned Planned
Commercial.

Parcel 18. University of Chicago Property on Edward Curd Lane — 26.2 acres valued at 314,900. Assessed
as farm property at $ 4,200. Immediately south of Parcel #17, with frontage on Edward Curd Lane.

Parcel 19. Warner Bass Property on Edward Curd Lane — 23.26 acres valued at $279,100. Assessed as farm property
at $ 4,900 immediately south of Parcel #18, with frontage on Edward Curd Lane.

Parcel 20. Charles Brown Property on Jordan Road — 83.23 acres valued at $12,203,300. Assessed as farm
property at $118,300. With Parcel 20, this includes property for the proposed McEwen Towne Centre.
Concept plan calls for 950 residential units, combined with 900,000 square feet of office/commercial.

Parcel 21. Charles Brown Property on Jordan Road — 6.2 acres valued at 930,000. Assessed as farm
property at $3,400. With Parcel 20, the property for the proposed McEwen Towne Centre. Concept plan

calls for 950 residential units, combined with 900,000 square feet of office/commercial.

Parcel 22. Pickering Property at 1495 McEwen Road — 180.31 acres valued at $3,996,100. Assessed as
farm property at $129,500. Land only. Frontage on McEwen.

Parcel 23. Richard Pickering Property on Liberty Pike ~ 16.16 acres valued at $234,500. Assessed as farm
property at $8,000. Land only. Adjacent to Parcel 23.

Summary. Collectively, the properties total 758 acres valued at a total of $ 34.9 million. The “use” value
for tax purposes is $ 14.7 million, or $ 207 per acre.
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Financial Analysis of the Large Properties

Analysis and Projections of Highwoods

The Highwoods properties consist of Parcels 8 and 9. Currently, Parcel 9 is valued fully on the land only.
An office building is currently under construction. Parcel 8 is adjacent to Parcel 9 and includes the corner of
Cool Springs Boulevard and Carothers Parkway. There is currently a contract under negotiation for the
purchase of this property and the construction of a major headquarters facility. Current estimates of the
building valuation are $ 57 million.

Highwoods Properties (# 8,9)

Land Building Total
Current state $ 7,278,400 $ 0 $ 7,278,400
Addition of Building #3 0 16,177,200 16,177,200
Addition of Building #4 0 26,962,000 26,962,000
Post development total 7,278,400 43,139,200 50,417,600

Analysis and Projections of Crescent Resource Property

The Crescent property consists of Parcel #10 totaling 277 acres. The fifty acres designated for Nissan
corporate headquarters will be carved out of that acreage, leaving approximately 220 acres. Current plans
are to develop the remaining property into a variety of uses. Two additional office buildings, Eight
Corporate Centre and Corporate Centre, will average 150,000 square feet each. Also in the property will be
a Lifestyle center of 540,000 square feet, an upscale hotel totaling 175,000 square feet, garden apartments or
condo’s totaling 420 units, another corporate headquarters site that could be as large as 240,000 square feet,
and additional property that could be either an additional office building or single family detached housing.

The total market value of the above would total approximately $55 million in appraised value or $22 million
in assessed value, not including personal property.

Crescent Resources Property (# 10)

Land Buildings Total
Current state $ 194,000 $ 0 $ 194,000
Addition of Eight Corporate Centre 0 13,542,586 13,542,586

Addition of Eight Corporate Centre 0 13,542,586 13,542,586
Lifestyle Center 0 54,250,000 54,250,000
Upscale Hotel 0 20,517,600 20,517,600
0
0

Garden Apartments 65,484,000 65,484,000
Single Family or Office 117,180,000 117,180,000
Second Corporate Headquarters 0 88,246,663 36,000,000

Post development total 64,403,814 320,516,771 384,920,586
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Financial Analysis of the Properties (Continued)

Analysis and Projections of Southern Land Property

Parcels 20 and 21 have been acquired by Southern Land Company to develop a project titled McEwen
Towne Centre. The ninety acres lies between Mallory lane on the east and near Cool Springs Boulevard on
the west. Plans currently call for approximately 950 dwelling unites in a mixed-use environment with over

900,000 square feet of commercial and retail space.

Southern Land Properties (# 20,21)

‘ Land Buildings Total
Current state $ 66,700 $ 0 $ 66,700
Addition of Commercial Buildings 0 385,138,600 385,138,600
Addition of Residential Buildings 0 139,808,333 139,808,333
Post development total 12,203,300 524,946,933 537,150,233

Analysis and Projections of Pickering Properties

Parcels 22 and 23 share the same owner, totaling almost 200 acres along McEwen Drive. These parcels
represent the largest contiguous area in the district that could be developed in a mixed-use development.
Unlike the other large properties, these parcels have the greatest uncertainty regarding the timing of
development. We understand that the property has been priced for sale but, as yet, no one has been willing
to pay the price. Extension of Carothers and McEwen Drive will probably drive the development, but it is
difficult to put values and a timeline on these two parcels. The assumption has been made that the property
will be similar to the surrounding properties, but will be the last parcels to be developed.

Pickering Properties (# 22,23)

Land Buildings Total
Current state $ 137,500 $ 0 $ 137,500
Development of Parcel #22 0 81,194,641 81,194,641
Development of Parcel #23 0 7.276.942 7,276.942
Post development total 39,294,000 88,471,583 127,765,583

Page 5 of 10, December 2005



Financial Analysis of the Smaller Properties

Analysis and Projections of Properties West of I-65

There is currently no indication of the precise method or timing of development on these properties. It is,
however, assumed that they will be comparable in value to the McEwen Towne Centre that is adjacent and to
the office buildings located on the east of I-65 corridor. It is assumed that these properties will increase from
reappraisal in 2007 and begin construction in 2008. Build out is assumed for completion in 2011.

Properties (# 1,2,3,4)

Land Buildings Total
Current state $ 137,500 $ 0 § 137,500
Development of Parcel #22 0 81,194,641 81,194,641
Development of Parcel #23 0 7,276,942 7,276,942
Post development total 39,294,000 88,471,583 127,765,583

Analysis and Projections of Properties East of I-635 along Huffine’s Ridee

There is currently no indication of the precise method or timing of development on these properties. It is,
however, assumed that they will be comparable in value to the McEwen Towne Centre that is adjacent and to
the office buildings located on the east of I-65 corridor. It is assumed that these properties will increase from
reappraisal in 2007 and begin construction in 2008. Build out is assumed for completion in 2011.

Properties # 5,6,7
Land Buildings Total
Current state $ 278,000 % 0 $ 278,000
Development of Parcel #11-19 4,462,700 5,534,832 9,996,832
Post development total 4,740,000 5,534,832 10,274,832

Analysis and Projections of Properties East of I-65 along Liberty Pike

There is currently no indication of the precise method or timing of development on these properties. It is,
however, assumed that they will be comparable in value to the McEwen Towne Centre that is adjacent and to
the office buildings located on the east of I-65 corridor. It is assumed that these properties will increase from
reappraisal in 2007 and begin construction in 2008. Build out is assumed for completion in 2011,
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Financial Analysis of the Smaller Properties (Continued)

Properties #11,12,13,14,15,16,17,18,19

Land Buildings Total
Current state $ 3,301,300 § 0 § 3,301,300
Development of Parcel #11-19 32,484,700 80.573.218 113.057.918
Post development total 35,786,000 80,573,218 116,359,218

Financial Analysis of all Properties

Summary of incremental changes over twenty vear life

Over the twenty-year period used in this forecast, an incremental rise of approximately $1.4 billion in
appraised value is expected. The resulting totals will increase city taxes from approximately $ 30,000 per
year to an estimate of $3.3 million per year.

Status in Incremental Resulting
Base Year Development Total
Parcels 1 through 23:

Appraised Value (use value) $ 34,924,200 1,466,083,965 1,501,008,165
Use Value 14,727,600 1,486,280,565 1,501,008,165
Assessed Value 5,440,175 597,815,968 603,256,143
City Taxes 29,921 3,287,988 3,317,909
City/County Combined Taxes 177,894 19,548,582 19,726,476

Combined Tax per acre $ 207 22.964

Page 7 of 10, December 2005



Examples of Property Taxes on Existing Parcels

Amount of Annual Property Taxes

Current Annual Property Tax per Acre

9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000

T T T T I

Properties  Property 2, 6, Properties 11 Property 17 Properties 16, Developed
1,2,4 7 -15 18,19, 22,23  Average
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Change in Assessed Valuation

700.0

600.0

500.0

400.0

300.0

In Millions

200.0 +
100.0

0.0
Current Valuation

Developed Valuation

Net Change

[ﬁ Assessed Value 5.4

603.3

597.8

Requests for Information

This financial analysis is designed to provide a general overview of the City of Franklin’s proposed
McEwen Economic Development District. Estimates have been made by staff in accordance with data
currently on the tax rolls, information from property owners, and documents filed with the City
Planning Department. Questions concerning any of the information provided in this report or requests

for additional information should be addressed to:

Department of Finance
City of Franklin

P O Box 305

Franklin, TN 37065-0305
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City Taxes by Year
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CITY OF FRANKLIN, TENNESSEE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 3 - DETAILED NOTES ON ALL FUNDS (Cont.)

E. Long-term Debt (Cont,)

Contingent Liability

The City of Franklin entered a standby loan agreement with the City of Franklin Industrial Board in December, 2005,
subsequent to an Industrial Board bond issue for $15 million. The bond issue provided funds to purchase land for the future
site of the Nissan North America Headquarters project, a 500,000 square feet building on a 50 acre campus in the McEwen
Economic Development District of Franklin. The Development District is a tax-increment financing district, created under

Tennessee Law, which is designed to provide funds which will retire the bond issue from property taxes on future
development.

At the inception of the project, the Industrial Board had approximately two years of debt service escrowed. As of January
2008, this escrow was fully spent and the City of Franklin began, as agreed, to make available short-term loans while the
proceeds from the Development District were insufficient to cover the debt service. These loans apply only to project years
three through seven (2009 through 2013), and cannot exceed $5 million at any time during that period. At present, expected
development in the area is proceeding as projected in the debt repayment plan.

Industrial Development Bonds

The City, through its Industrial Development Board, has in the past authorized issuance of various Industrial Revenue Bonds
to provide financial assistance to private sector entities for the acquisition of industrial and commercial facilities deemed to
be in the public interest. The bonds are secured by the property financed and payable solely from payments received on the
underlying mortgage loans. Neither the City, State, nor any political subdivision thereof is obligated in any manner for
repayment of bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial statements.

Swap Agreements

The City has entered into 2 swap agreements on its variable rate debt. The purposes of both are to (1) reduce the net cost of
borrowing, and (2) swap its variable rate exposure to a fixed rate.

2007 Swap Agreement

Effective March 1, 2007, the City entered into an interest rate swap agreement with Depfa Bank in connection with its
$20,000,000 Local Government Public Improvement Bonds, Series 101-A-1 variable rate revenue bonds. Under the swap,
the City pays a fixed rate of 3.59% and receives a variable payment of 59% of the London Interbank Offering Rate (LIBOR)
plus 35 basis points through November 30, 2008. At December 1, 2008, the City has elected to receive 63% of the 5-year
LIBOR (commonly referred to as a constant maturity swap). The swap has an original notional amount of $20,000,000 equal
to the outstanding principal balance on the bonds issued. The notional value of the swap decreases on the same schedule as

the bond principal payments until termination on June 1, 2037. As of June 30, 2009, none of the original notional amount has
been retired.

2005 Swap Agreement

In 2008, the City entered into an interest rate swap agreement with SunTrust Bank in connection with its $4,500,000 variable
rate loan from the City of Lawrenceburg Public Building Authority. Under the swap the City makes monthly payments based
on a fixed rate of 3.65% and receives monthly payments based on 75% of the London Interbank Offering Rate (LIBOR). The
swap has a notional amount of $4,500,000 and expires on July 1, 2020. Of the original notional amount, $705,000 has been
retired as of June 30, 2009. SunTrust may terminate the agreement at any time in the event of a default and the City may

terminate the agreement at any time by paying a termination payment in an amount equal to the market value at the date of
termination.
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