ITEM #6
FINANCE John C. Schroer
10-21-10 Mayor of Franklin

ADMINISTRATION

Russell B. Truell
Assistant City Administrator, CFO
Finance

Eric 8. Stuckey
City Administrator

HISTORIC

FRANKLIN
MEMORANDUM TENNESSEE

October 13, 2010

TO:  Eric Stuckey, City Administrator
FR:  Russ Truell, ACA/CFO

RE: Local Sales Tax Report

The local sales tax remittance from the State of Tennessee for October was $ 1,774,021 compared to
$1,711,487 for the same month in 2009, an increase of $ 62,534 or 3.7%. [The October remittance is for
sales tax collected during the month of August, representing the second month of the fiscal year on an
accrual basis.] During the same period, the State of Tennessee sales tax collections were up 2.1%.

Year-to-date, the City has received $3.54 million compared to $3.35 million in the previous year, a
difference of $ 185,608 or 5.5%. Year to date, the State of Tennessee sales tax collections were $ 1.047
million compared to $ 1.019 million in the prior year, a difference of $ 27.6 million or 2.7%.

City Hall « 109 Third Avenue South « Franklin, TN 37064 - 615.791.1457 O - 615.550.1955 F « www.franklintn.gov
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13 1D 1V TUVD

TENNESSEE DEPARTMENT OF REVENUE

COUNTY EXECUTIVE/MAYOR October 8, 2010
WILLIAMSON COUNTY Month of: SEPTEMBER
1320 W MAIN ST STE 125 ] . . 960224 2
FRANKLIN TN 37064-3700 Tot. Collections:  $6,022,481.3
(10 8 R 1 O 38 T £ 1 O T IO I T T Cost of Admin: ~ $67,752.91

Net Collections:  $5,954,728.41

The Department of Revenue has collected and allocated the above total during the month indicated from Local Option Sales
Tax as follows: -

COUNTY/CITY NAME TOTAL COLLECTIONS LESS ADMIN. COSTS NET COLLECTIONS
WILLIAMSON COUNTY $199,814.04 $2,247.91 $197,566.13
FRANKLIN ' $3,624,658.09 340,777.40 33,583,880.69
FAIRVIEW $99,563.04 $1,120.08 $98,442.96
BRENTWOOD 31,824,717.94 $20,528.08 $1,804,189.86
SPRING HILL $159,959.28 $1,799.54 $158,159.74
THOMPSON STATION $82,993.30 $933.67 $82.059.63
NOLENSVILLE $30,775.63 $346.23 £30,429.40

Note that we have deducted 1.125% state cost of administration leaving the net collections. The Department of Finance and
Administration has been notified to issue a payment to the Trustee of your county in the amount of the net collections.

Please be aware that normal Local Option Sales Tax collections may fluctuate. This could be due to additional collections on
assessments or reductions as a result of taxpayer refunds or returned checks. Should your collection amount increase significantly,
it might be the result of an audit assessment.

For additional information regarding the allocation you may call the Division of Fiscal Services at (615) 741-1028 between
8:00 a.m. and 4:30 p.m., Monday through Friday, holidays excepted. If you need information concerning other matters, please see
the back of this notice for our local offices and phone numbers.

c: County Trustee; City Mayor
Director of Accounts: County, F & A

s
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Tennessee Comptroller of the Treasury - Division of Local Fimance rage 1 o1l

The State Funding Board
Model Finance Transaction Policies
Pursuant to TCA Section 9-21-151(b)(1), the State Funding Board is authorized to develop

model financial transaction policies for the State, State Agencies, local governments and local
government instrumentalities. As Comptroller, I previously distributed a draft model policy for

Understand the transaction

Explain to citizens what is being considered
Avoid conflicts of interest

Disclose costs and risks

The statement includes certain language providing for public accountability and transparency
which must be included in debt policies of governmental debt issuers. Separately, this Office
adopted debt pol1-cws To further assist the debt issuers we have also developed a list of
recommended sources and resources.

All of these documents are works in progress; we are seeking public comment and request that
you share with us examples of your debt policy for inclusion in the best practices guidance.
Let me emphasize that this is a project of the Comptroller’s Office, and we have not yet
presented this project to the State Funding Board.

Before presenting these documents to the State Funding Board for its consideration, please
send us your written comments on or before Wednesday, September 15, 2010. In addition, and
in order to encourage the widest discussion about this important project, we are providing an
opportunity in Nashville for public discussion on Wednesday, September 22, 2010, in Room
29 of the Legislative Plaza for the State of Tennessee starting at 1:00 pm; at that time click
here to watch the video.

If you have comments or questions, you may e-mail comptroller.web@tn.gov or contact Ann
Butterworth, Assistant to the Comptroller for Public Finance, at (615) 401-7910.

Last revised: 9/20/10

http://tn.gov/comptroller/If/IfDebtManagement.htm 10/18/2010



DEBT MANAGEMENT POLICY COMPONENT

CHECKLIST

1 Goals for Debt Management Policy
General Objective
Ratings Targets
Local Legislative Oversight and Citizen
Involvement/Transparency
Disclosure and Investor Relations
Planning and Funding Process
Relationship between Capital Needs and
Credit and Risk Profiles
2 Policy Process
Initial Drafting
Citizen Review and Input
Legislative Process for Adoption
Review and Amendment
3 Purposes for Debt Issuance
Working Capital
Capital Projects
Refunding
4 Types of Debt
5 Issuance Process

Method of Sale (Competitive vs. Negotiated)
Responsibilities
Use of Professionals
6 Terms of Debt
Maturity
Federal tax status
Credit Enhancement and Liquidity
Capitalized Interest
7 Debt Limits
Dollar or Percentage
Maturity
Interest Rate (Fixed vs. Variable)
8 Investment Guidelines
9 Professional Services
Financial Advisors
Counsel
Underwriters
Others
10 Conflicts
11 Interest Rate Agreements

Mandatory  Highly
Language Advisable Advisable Optional
X
X
X
X X
X
X
X
X X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X X
X
X X
X X
X X
X
X X
X




Tennessee State Funding Board
Model Finance Transaction Policies:
Statement on Debt Management

Debt Management Policy

Beginning January 1, 2012, all Public Entities' should have an adopted Debt’
Management Policy in effect prior to issuing debt. The Policy should be tailored to the
Entity’s financing needs and should represent the use of debt as a part of over-all
financial management. Most Entities, particularly those who intend to borrow only

through a federal or state agency loan program or from a community financial institution,
may need only a simple policy.

Whether con51der1ng a simple or a detaﬂed pohcy, Entmes should be gulded by the

e Understand the transaction ,
e Explain to citizens what is being considered
e Avoid conflicts of interest

e Disclose costs and risks

Before considering and adopting a policy, memﬁers of the Governing Body of an Entity
need to have a basic understanding of public finance. While most Entities should seek
professmnal outside a551stance the Entities remam responsible for the development of the
pohcy

AE debt management pbiicies‘ must provide for public accountability and transparency
in": .
o the debt financing decision, the structure and sale of the debt instruments, and the
status of all on-going debt obligations;
o the selection of and payment for professional services related to debt issuance;
o the avoidance of conflicts of interest;
o the full and timely disclosure of all proposed and actual costs to citizens, the
Governing Body, investors, and regulators; and
o the periodic review and amendment process for the policy.

All debt management policies must include the following provisions, changed only to
reflect the identity of the Entity and to conform to the language of the policy:

o Transparency
o The Entity shall comply with legal requirements for notice and
for public meetings related to debt issuance. In the interest of
transparency, all costs (whether interest, issuance, continuing,
or one-time) shall be disclosed to the citizens/members,
Governing Body, and other stakeholders in a timely manner.



The method for disclosure of cost and other information,
including documentation of compliance with this Policy, shall
be developed by (office or individual) and maintained in
(specify location).

o Professionals

o Counsel The Entity will enter into an engagement letter
agreement with each lawyer or law firm representing the Entity
in a debt transaction. (No engagement letter is required for any
lawyer who is an employee of the Entity or lawyer or law firm
which is under a general appointment or contract to serve as
counsel to the Entity.) Ry

o Financial Advisor: The Entity will enter into a written
agreement with each person or firm serving as Financial
Advisor (if any) in debt management and transactions. In a
competitive sale the Financial Advisor (either):

* shall not be permitted to bid on an issue for which
they are or have been providing advisory services;
or , :

= may bid on an issue for which they are providing
advisory services only if (i) the Governing Body
grants in writing specific authority on a transaction
by transaction basis, (ii) such sale is properly
carried out through a widely and publicly advertised

~ sale, during normal bond sale hours, and through an

~ industry standard, electronic bidding platform, and
(iii) the Financial Advisor fee is separately billed

from the underwriting fee.
= In a publicly offered, negotiated sale the Financial

Advisor (either):

= shall not be permitted to resign as Financial Advisor
in order to underwrite an issue for which they are or
have been providing advisory services; or

®* may resign as Financial Advisor in order to
underwrite an issue for which they are or have been
providing advisory services if another Financial
Advisor is retained for the issue.

o Underwriter: The Underwriter in a publicly offered, negotiated
sale (if there is no Financial Advisor) must provide pricing
information to the Governing Body (or its designated official)
prior to the award of the debt.

o Contflicts

o Professionals involved in a debt transaction hired or
compensated by the Entity must disclose to the Entity existing
client and business relationships between and among the
professionals to a transaction (including but not limited to
Financial Advisor, Swap Advisor, Bond Counsel, Swap



Counsel, trustee, paying agent, underwriter, Counterparty, and
remarketing agent), as well as conduit issuers, sponsoring
organizations and program administrators. This disclosure shall
include that information reasonably sufficient to allow the
Entity to appreciate the significance of the relationships. No
disclosure is required that would violate any rule or regulation
of professional conduct.

Best Practices i

Attached is an outline of topics and language to be considered for inclusion in a debt
management policy, annotated with explanation and examples. Of course, a debt policy
must be compliant with Federal, State, and Local laws, rules, and regulations. The policy
should be reflective of the size and nature of the Entity and its financing needs, with
consideration given to any specific comments made by the rating agencies in their most
recent credit reports (if any) on the Entlty or made by the Entity’s audltor in its
Management Letter.

This guidance is not all-inclusive, but addresses the basic elements to be included in a
debt policy (both required provisions as well as best practices) and the process for
adoption. This is designed to be considered along with the Government Finance Officers
Association’s (GFOA) recommended best practices, published credit rating criteria from
the three nationally recognized rating agencies, and recommendations of the Entity’s
legal and ﬁnanc1a1 adv1sors The attached blbllography and links are provided to assist

The Tennessee State Funding Board recommends, in addition to a Debt Management
Policy, formal adoption of Budget, Capital Planning, Cash and Investment Management
Policies.’ Adoption of financial policies does not prevent unforeseen or negative events
from occurring, but it does provide the executive and legislative leadership of the Entity
guidance for decision-making. Adoption of financial policies does not prevent an Entity
from making bad decisions, but it does:

enhance the quality of decisions,

rationalize the decision-making process,

identify objectives for staff to implement, and

demonstrate to the Credit Rating Agencies evidence of strong financial
management practices.

Further, it separates the policy discussion from the immediacy of having to get a
transaction done.

Authority

The Funding Board has developed this guidance regarding Debt Management Policies
pursuant to the authority in Tenn. Code Ann. Section 9-21-151(b)(1) to develop finance
transaction policies to provide guidance to Entities in preparing their own policies.



! This includes the State, State agencies, local governments and local government instrumentalities,
including other authorities, boards, districts, instrumentalities or entities created by such Entities or any
combination of such Entities. Although a conduit issuer, such as an industrial development corporation, is
included in the definition of “Entity”, a private enterprise borrowing through it is not.
2 The term “debt” refers to bonds, notes, capital leases, loan agreements, obligations and any other evidence
of indebtedness lawfully issued, executed or assumed by an Entity.
3 An Entity may not abdicate responsibility for development of a policy to another Entity other than to the
Entity that created it. For example, and Entity borrowing from or participating in a pool or conduit
program may not adopt the policy of the issuer lender (such as a public building authority); a created entity
(such as an airport authority) may adopt the policy developed by its creating author1ty (such as the city or
county).
* Debt policies should be consistent with the Ethics Policies; refer to Tenn. Code Ann. Section 8-17-101:
“citizens of Tennessee are entitled to an ethical, accountable and incorruptible government.”

> The requirement for an engagement letter does not apply to any lawyer who is an employee of the Entity
or any lawyer or law firm under a general appointment as counsel to the Entity and not serving as bond
counsel for the transaction.
If bond counsel for a debt transaction does not represent the Ermty in that transaction, the Entity will enter
into a fee payment letter agreement with such lawyer or law firm spemfymg

a. the party represented in the debt transaction; and

b. the Entity’s obligation with respect to the payment of such Iawyer or law firm's fees and expenses.
S The Funding Board’s Guidelines for entering into an Interest Rate or Forward Purchase Agreement
(“Agreement”), require a Debt Management Policy and Derivatives Management Policy be adopted that
comply with the Funding Board’s requirements The term “derivative” refers to an interest rate agreement
as defined in Tenn. Code Ann. Section 9-22- 103 and other transactions related to debt obligations as
identified by the State Funding Board. ‘




Resources and Sources

1.

Comptroller of the Treasury

Guide For The Issuance Of Notes By The Counties, Consolidated Governments,
And Municipalities Of Tennessee (www.tn.gov/comptroller/1f/pdf/guide2003.pdf )

Government Finance Officers Association (GFOA) (www.gfoa.org)

Best Practices Governmental Debt Management

Analyzing an Advance Refunding (1995)
Business Preparedness and Continuity Guidelines (2005, 2008)
Debt Management Policy (1995, 2003)
o Post Issuance Compliance Checklist i
Debt Service Payment Settlement Procedures (2003 2007)
Investment of Bond Proceeds (1996 and 2007) oy
Issuer's Role in Selection of Underwriter's Counsel (1998, 2009)
Issuing Taxable Debt by U.S. State and Local Governments (1998)
Maintaining an Investor Relations Program (1996, 2003)
Pricing Bonds in a Negotiated Sale (1996, 2000, 2009)
Public-Private Partnerships for Economic Development (2008)
Role of the Finance Officer in Privatization (2009)
Selecting and Managing the Method Of Sa& of State and Local Government
Bonds (1994 and 2007) :
Selecting Bond Counsel (1998 and 2008)
Selecting Financial Advisors (2008) ;
Selecting Underwriters for Negotiated Bond Sales (2008) -
Tax Increment Financing as a Fiscal Tool (2006)
Using a Web Site for Disclosure (2002):
Web Site Presentation of Official Financial Documents (2009)
Understanding Your Continuing Disclosure Responsibilities (2010) new
Payment of the Expense Qom ponent of Underwriters' Discount(1996 and 2010)

o revised

Use of Debt-Related Derivatives Products and the Development of a Derivatives
Policy ADV (1995, 2003, 2005 and 2010) revised
o Derivatives Checklist

Best Practices Budgeting and Fiscal Policy

Adoption of Financial Policies (2001)
Incorporating Capital Project Budget in the Budget Process (2007)

Advisories Governmental Debt Management

Auditor Association with Financial Statements Included in Offering Statements or
Posted on Web Sites (2005, updated 2006)

Evaluating the Sale and Securitization of Property Tax Liens (1997)

Evaluating the Use of Pension Obligation Bonds (1997, 2005)

Need for Considerable Caution in Regard to OPEB Bonds (2007)




e Understanding the Issuer's Role in Secondary Market Securitization of Tax-
Exempt Obligations (1993, 1996, 2005)

o Underwriter Disclaimers in Official Statements (2000)

e Issuing Build America Bonds ADV (2010) new

o Using Variable Rate Debt Instruments ADV (1997 and 2010) revised

o Bembmar/émg zmd Mmmnﬂg Debt Capaczg/

e Debt Issuance and Management: A Guide for Smaller Governments

o An Elected Official’s Guide to Debt Lisuance

e _Ap Elected Official’s Guide to Tax Increment Financing

o _An Elected Official’s Guide to Rating Agency Presentations

o A Guide for Preparing a Debt Policy

o A Guide for Selecting Financial Advisors and Underwriters: Wm‘mg REPs amz' Evalnating Proposals

o Making Good Disclosure: The Role and Re@amzbz/zz‘zef of State and Local Officials Under the Fedem/
Securities Law&

e S lmmmng and Stzing i/oe Band Issue
o Tax Exempt Financing: A Primer

Publications: Financial Management and Budgeting (26 titles)

o Financing the Future: Long-Term Financial Planning for Local Governments

International City/County Management Association (http://icma.org/en/icma/home)
e Management Policies in Local Government Finance, 5 edition

(http:/ /icma.org/en/Search?s="management%20policies%020in%20local Yo20govern

mnet%20finance")

Municipal Technical Advisory Service (http://www.mtas.tennessee.edu/)

County Technical Assistance Service (http://www.ctas.utk.edu/)

Rating Agencies:
a. Fitch Ratings (www.fitchratings.com)
b. Moodys (www moodys.com)

c. Standard & Poors (www.standardandpoors.com)

Municipal Securities Rulemaking Board (www.mstb.org)

e LHlectronic Municipal Market Access (www.emn a.msrb.org )

Securities Industry and Financial Markets Association (www.sifma.org)

e Investing in Bonds (http://investinginbonds.com/)

California Debt and Investment Advisory Commission (www.treasurer.ca.gov/cdiac/)
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Russell Truell

From: Ramsey, Brooke [Brooke.Ramsey@53.com]

Sent: Monday, October 18, 2010 10:43 AM

To: Ramsey, Brooke

Subject: Fifth Third Bank - Energy Update - 10/18/10 - Crude steady...

Good morning,

Crude remains steady this AM at $82/barrel (NYMEX WTI, November front month) near 6 month highs as the
US Dollar continued to weaken through last week.... The 13% decline in the US Dollar index since June has
supported commodities (except natural gas ) across the complex, as prices rise to offset the weaker US
Dollar.... The EURO rose to $1.41 on Friday and sits near $1.40 this AM, near highs of the year from January ...
Absent strong fundamental data — as supply / demand appear to be reasonable— crude oil will continue to
correlate to the US Dollar. OPEC supply alone is exceeding quota as the IEA estimated that the group achieved
only 54% of supply cuts pledged for September...

Inventory numbers for the week ending 10/8 were fairly bullish for crude and products, and bearish again on
the natural gas side :

Actual Expected
Crude -416k +1.45m
Gasoline -1.77m -1.5m
Distillate ~ -255k -1.15m

Natural Gas +91bcf +90bcf

Products (distillate/gasoline) continue to rise with crude oil, and gasoline remains seasonally expensive vs.
last year (23% ahead of September 2009 pricing) ... Front month November heating oil NYMEX remains near
$2.25/gallon and gasoline is holding the $2.15/gal mark...... Calendar 2011 and Calendar 2012 for NYMEX HO
are $2.36 and $2.43 respectively.... Gasoline Calendar 2011 and Calendar 2012 strips are running near $2.20
and $2.25/gallon ...

Natural Gas continues to grind lower with supply injections increasing on a seasonal basis... The + 91Bcf
injection was high for an October injection and expectations are for another 90-100 Bcf injection this week
(for week ending 10/15/10)...... Calendar prices continue to fall and flatten the forward curve, providing good
buy side value in fixed swaps and collars ..... Calendar 2011 near $4.40/MMBtu, Calendar 2012 near $5.10 and
Calendar 2013 near $5.45/MMBtu.

Thanks and have a good week...

Brooke Ramsey



