Anderson County Board of Commissioners

Financial Management Committee Minutes

September 13, 2021
3:30 PM, Room 312

Members Present: Phil Yager (Committee Chair), Chuck Fritts, Gary Long, Terry Frank, Tim
Isbel, and Rick Meredith.

Members Absent: Tim Parrott
Meeting Facilitator: Phil Yager (Committee Chair)

Call to Order: The meeting was called to order by Phil Yager (Committee Chair).

I.  Firetruck Resolution

Finance Director Robby Holbrook opened the discussion on this item. Mayor
Terry Frank presented a funding proposal for the bulk purchase fire trucks and
other financing options.

No action taken.

II.  ARP Act Update

Ve

Finance Director Robby Holbrook updated the Committee on the receipt of the
County’s first installment of the American Rescue Plan Act (ARPA) funding and
the status of the U.S. Treasury Department’s Interim Final Rule.

No action taken.

II. CAFR Award

Finance Director Robby Holbrook informed the Committee that the Government
Finance Officer Association (GFOA) has awarded the County the Certificate of
Achievement for Financial Excellence in Financial Reporting for its
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2020.

No action taken.



IV.  Non-Profit Funding Policy

Committee Chair ’hil Yager opened the discussion on this item and expressed a
desire to insurc transparency and strengthen the guidelines and information
required of Non-Profit organizations seeking funding from the county.

No action taken.

V. Debt Management Policy

Finance Director Robby Holbrook presented the amended Anderson County Debt
Management Policy for Finance Committee approval.

Motion by Commission Rick Meredith, seconded by Mayor Terry Frank, and passed by
voice vote to rcfer the request to the County Commission with a recommendation for

approval.
VI.  Debt Payoff Possibilitics

Finance Director Robby Holbrook presented a proposal for early payoff of
General Obligation Capital Outlay Notes, Series 2017A and TMBF Loan, Series
2006 (Jail) bonds utilizing restricted debt service funds. Retirement of this debt
will result in an approximate savings of $115,000.

Motion by Mayor Terry I‘rank, seconded by Commission Rick Meredith, and passed by
voice vote to refer the request to the County Commission with a recommendation for

approval.

VII. Old Business

None.

VIII. New Business

None.

IX. Meeting Adjourned.



-7 Anderson County Board of Commissioners
Financial Management Committee

Meeting Agenda

September 13, 2021
3:30 PM, Room 312

Purpose of Meeting: Regularly scheduled meetings to discuss topics as they relate to the
County Financial Management System of 1981

Meeting Facilitator: Phil Yager (Committee Chair)

Invitees: Phil Yager, Rick Meredith, Chuck Fritts, Terry Frank, Tim Isbel, Gary Long, and
Tim Parrott

I.  Firetruck Resolution
II.  ARP Act Update
III. CAFR Award
IV.  Non-Profit Funding Policy
V. Debt Management Policy
VI.  Debt Payoff Possibilities
VII.  Old Business
VII. New Business

IX.  Adjourn



ANDERSON CoUNTY GOVERNMENT

TERRY FRANK
County MAYOR
September 7, 2021

Commissioner Phil Yager
Chairman, Anderson County Finance Committee

RE: Firetruck Resolution
Dear Chairman Yager an_d,HonorabIe Members of Finance Committee,

Through a request of full county commission, Finance Committee has been asked to review
funding for fire department infrastructure. As part of the discussion, | wanted to make you
aware that | submitted a letter to Budget Chairman Vowell and members of Budget Corhmittee
requesting they give serious consideration to a bulk purchase of fire trucks based on the same
expectations for mutual aid considerations as part of the eXIstlng Fire Truck Resolution No. 15-
7-545.

Currently there are a-several larger issues at stake:

1. Current county allocation is being split into two budget years and even though the Fire
Truck resolution built in-an annual 2.5% cost of inflation, the current-county allocation is
drastically lower than the current actual cost of a new fire truck. This funding gap
between what we’re allocating for the purchase and what each department actually has
to pay for a new truck has heen a topic of concern raised by Budget Committee.

2. Regarding inflation, non-COVID world averages are approximately 3% a year, but COVID
impacts have greatly increased cost of materials. (For purposes of the attached
spreadsheet, the infiation rate of 5% is used.)

3. Fire Commission and County Lommlssmn have indicated a desire to maintain the Fire
Truck Resolutlon

Based on the three key points-above, | wish to humbly recommend County Commission
proceed with a bulk purchase of fire trucks split into 2 budget years for the following reasons:

1. Bulk purchase generates a considerable discount for purchase price. For instance, asan
example from Pierce, a single new truck with no discounts would be $359,616.23. Buik
purchase of 10 or more (within two budget years) would be $319,229 per truck. {Bulk
purchase over three years would be $346,334 for each unit, thus my recommendation

_for splitting into 2 years.)

100 NoriH MAIN STREET, SUITE 208 * CLINTON, TENNESSEE-* 37716 -
PHONE: (865) 457-6200 * EMAIL: TFRANK(@ANDERSONTN.ORG
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2. Bulk purchase has a direct community impact by pu'ctln‘7 10 new vehicles in service
within two years, boosting impact for I1SO ratings.

3. Bulk purchase addresses the next 10 year cycle, but generates addltlonal savings by
avoiding annual inflationary pressures and future unknowns in material supply costs.

4. If we proceed with keeping the commitment per a fire truck resolution, we are going to
be purchasing the vehicles anyway, so a front-loaded, bulk purchase allows us to save
money over time.

Other Options:

1. If Budget Committee does not agree with allocating the full bulk cost split into two
budget years, a possible option is to allocate half and borrow/finance half. In speaking
with the county’s financial advisor Cumberland Securities, we can estimate 1% fora 5
year note (though he did say he just was able to borrow at .85% for one county
recently). Even with interest, avoiding the annual allocation plan generates well over a
million dollars in avoided cost to the fire truck program over 10 years.

2. The difference between one unit at $359,616 and a 10 vehicle bulk price of $319,229 is
$40,387 per truck. Because of the steep discount involved in a bulk purchase, this

--program creates a genuine one-of-a-kind opportunity to purchase an additional truck to
. stand up an on-call shared response vehicle for all agencies. This would mean
purchasing 11 trucks.

In terms of allocating tax dollars, assigning those dollars to investiments that improve (SO
ratings yields savings to homeowners that are real and tangible.

This 10 Bulk Purchase is based on the existing Fire Truck Resolution be_ginning,with the current
status of Andersonville as next up for funding:

Andersonville Volunteer Fire Department
Briceville Volunteer Fire Department
Oliver Springs Fire Department
Clinton Fire Department
Rocky Top Fire Department
Norris Volunteer Fire Department
Claxton Volunteer Fire Department
Marlow Volunteer Fire Department
Oak Ridge Fire Department

. Medford Volunteer Fire Department
OPTION: County Wide Back Up Response added as 11% vehicle
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11* year would be Rescue Squad as their purchase is currently finalizing. As Rescue Squad does
not purchase a fire engine, their allocation could be handled differently by Anderson County.
Or, we could inquire if bulk pricing would apply for a vehicle they might need and include it in

~ this bulk purchase.

100 NorTH MAIN STREET, SUITE 208 * CLINTON, TENNESSEE * 37716 S ™ )
PHONE (865) 457-6200 » EMAIL: TFRANK(@ANDERSONTN.ORG : I v



**For purposes of thls dlscussmn | contacted Plerce Thelr pricing is based on full warranty of 5
years; the pricing covers cost of a new commercial pumper or tanker—whatever the
department needs. Plerce |nd|cated the industry is expecting double dlglt price increases over
the next several years :

o - . o 100 NortH MAN STREET, SUITE 208 * CLINTON, TENNESSEE * 37716 o \
T e PHONE: (865) 457-6200 * EMAIL: TFRANK@ANDERSONTN.ORG = .~



Increase Revenue Code:
101-47901 American Rescue Plan Act Grant #6  $150,000.00

Justification: New body scanner or X-Ray machine for the Detention Facility with drug
use continuing to increase and cost associated with that drug use.

Motion by Commissioner Chuck Fritts, seconded by Commissioner Catherine
Denenberg, and passed to refer to the Anderson County Board of County Commissioners
with a recommendation for approval.

SECTION A1 Flre Truck Reso]utlon

-an "complete the necessary steps to. be able to brmg 1t back to the County g
mmlsswn Voting No: Denver. Waddell -

SECTION B, FY 21/22 Capital Outlay

Finance Director Robby Holbrook epened up discussion on  this item to see what the wﬂl,,. B
of the Committee was on funding the capital outlay requests for this fiscal year. The - -

Committee decided it was more comfortable discussing capital outlay in the October
Budget Committee Meeting.

After discussion, the Committee thought it would be best to go ahead and approve the
Sheriff’s Department request of $450,000 to purchase new patrol cars since they could be
on backorder, and $350,000 for Election Commission to purchase new voting machines.
The funding for these purchases will come out of the unassigned fund balance. This
amendment is reflected above as “THE 28" ITEM”

Motion by Commissioner Chuck Fritts, seconded by Commissioner Bob
Smallridge, and passed by voice vote to refer the request to the County
Commission with a recommendation for approval.

SECTION C, New Business
Tyler Mayes presented the Committee with a detailed packet describing a new body

scanning X-Ray Machine needed at the Jail. This amendment is reflected above as “THE
29" ITEM”

Motion by Commissioner Chuck Fritts, seconded by Commissioner Catherine
Denenberg, and passed by voice vote to refer the request to the County
Commission with a recommendation for approval.

Budget Committee Minutes Page 14 of 15
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m County Technical Assistance Service
XX INSTITUTE for PUBLIC SERVICE

226 Anne Dallas Dudley Boulevard, Suite 400 Nashville, Tennessee 37219
(615) 532-3555 ctas.tennessee.edu

Dear Official,

As previously provided guidance indicated (see link here), online sports betting became effective in
Tennessee on November 1, 2020. This provides a reminder and some updated information in relation to
that guidance as counties should have received the first installment of that revenue source in January of
2021.

The Comptroller's Office Division of Local Government Audit has amended the Uniform Chart of Accounts
to add the following account for receipt of the revenue:

46855 - State Shared Sports Gaming Privilege Tax

As referenced in the statute, the funds are to be receipted into the general fund to be used for local

“ThfrastrctreRIojEets; INCIuaing: Without limitation; transpartation and Toad-projects;as well-as public
biildings: Representatives with the Comptrolier’s Office Division of Local Goverfitrient Audit have indicated
that they will be auditing the expenditures for compliance with the uses stipulated by the statute (i.e.,
infrastructure projects) as opposed to the fund that they are expended from, thus creating an opportunity
for county legislative bodies to allocat ) hert eral func

'ithQ”‘C_Ql;]; ey T e e . - ‘2.9:?; N "
fund and then transférred to-the*applic

Itis also important to note that the funds that remain unspent at the end of the fiscal year will need to be
restricted per GASB 54.

Please contact your county government consultant should you have any questions.

(615) 532-3555 ctas.support@tennessee.edu hitp://ctas.tennessee.edu

Manage your preferences | Opt out using TrueRemova™
Got this as a forward? Sign up to recaive our future emails. ]
View this email online. - j

226 Anne Dallas Dudley Blivd. Suite 400
Nashville, TN | 37219 United States



Robby Holbrook

\

From: Amy E. Moore <Amy.E.Moore@cot.tn.gov>
Sent: Thursday, May 27, 2021 9:04 AM
To: Robby Holbrook

Subject: RE: Sports Gaming Privilege Tax

Good | Morning Robby,
! glof the. natg_[_e:g&f“tbls new State tax Févenue andthe restrictions i place it'is by laware restrlcted revenue S0
‘not need" any local authorization for thisT I had this same 2 question i another county, asthey were trymg to

determme an account number for the restriction. Just for your reference, | suggested the following, but you can decide
what is best for Anderson County.

Sports Betting Tax (101-46885): Per statute, the revenue is restricted for “ transportation, road projects, and public
buildings” which covers various functions in the county and classifications on the State Chart of Accounts. Therefore,
you could probably choose to use one of the following three (and use a cost center):

34510 - Restricted for General Government
34545 — Restricted for Other Operations
34590 — Restricted for Other Purposes

| hope this answers your question?

Amy E. Moore, CGFM

Legislative Auditor

Comptroller of the Treasury

Division of Local Government Audit

5401 Kingston Pike, Building 2, Suite 300 | Knoxville, TN 37918
amy.e.moore@cot.tn.gov | Direct Line 615.747.8828

ol '/,

TeNtESsEE
COMPTROLLER
OF THE TREASURY

Mission: To Make Government Work Better

From: Robby Holbrook <rholbrook@andersoncountytn.gov>
Sent: Thursday, May 27, 2021 8:58 AM

To: Amy E. Moore <Amy.E.Moore@cot.tn.gov>

Subject: Sports Gaming Privilege Tax

Amy,

We are now receiving the state shared sports gaming privilege tax. | haven’t spoken about this to Commission yet, but
there are specific instructions on how this money can be spent. I've attached the CTAS guidance. My question is do |
need to take this to Budget Committee/Commission to have this money restricted, or can | do this automatically. We
have $12,340, and haven’t spent any of it.



Technical Assistance ProgramlTraining Timeline
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SEPTEMBER 2021 (Phase 1 - Local Government Engagement)

I oot S P SO

Sep1l-13 State releases schedule for 10-week training program for local government officials

State releases Local Government ARPA Spending Plan template (after Treasury
Interim Rule becomes Final.)
SEPTEMBER — NOVEMBER 2021 (Phase 2 - Local Government Training)

Sep 13 — Nov 19 [Begin and complete 10-week training program with local government officials.

State releases monthly updates on Treasury guidance and local government
assistance program and hosts monthly call with local leaders to solicit and respond to
frequently asked questions.

JANUARY 2022 - JUNE 2022 (Phase 3 - Local Government Annual Plan Review)

Jan 4, 2022 Portal opens for submission of local government annual ARP spend plans for state
review

Jan4 - Apr 30 State review of local plans and provide feedback and guidance to local governments
in response

May 1 - June 30 |Local governments encouraged to integrate local government spend plans into local
government budgets to be submitted and approved by the Comptroller.
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Government Finance Officers Association

Certificate of
Achievement
for Excellence
1n Financial
Reporting

Presented to

Anderson County
Tennessee

For its Comprehensive Annual
Financial Report
For the Fiscal Year Ended

June 30, 2020

Chcatogihe. P Hlorniet

Executive Director/CEO

()

ps://1f.gfoa.org/laserfiche/Viewer/Pdf/PrintPdfViewer.html?file=ExportStreamingHandler.ashx%3Frepo%3DG... 9/7/20
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GOVERNMENT FINANCE OFFICERS ASSOCIATION

NEWS RELEASE

FOR IMMEDIATE RELEASE

9/1/2021 For more information contact:
Michele Mark Levine, Director/TSC
Phone: (312) 977-9700
Fax: (312) 977-4806
Email: mlevine@gfoa.org

(Chicago, Illinois)—Government Finance Officers Association of the United States and Canada (GFOA) has
awarded the Certificate of Achievement for Excellence in Financial Reporting to Andersen County for its
comprehensive annual financial report for the fiscal year ended June 30, 2020. The report has been judged by an
impartial panel to meet the high standards of the program, which includes demonstrating a constructive "spirit
of full disclosure” to clearly communicate its financial story and motivate potential users and user groups to read
the report.

The Certificate of Achievement is'the highest form of recognition in the area of governmental accounting and
financial reporting, and its affainment represents a significant accomplishment by a govermnment and its
mainagement. ‘

Government Finance Qfficers Association (GFOA) advances excellence in government finance by providing best
practices, professional development, resources, and practical research for more than 21,000 members and the

communities they serve.

203 NORTH LASALLE STREET, SUITE 2700, CHICAGO, ILLINOIS 60601-1210
ps:/1f.gfoa.org/laserfiche/Viewer/Pdf/PrintPdfViewer.html?file=ExportStreamingHandler.ashx%3Frepo%3DG...  9/7/20



2010/2011 Fiscal Year

Anderson County Government

Non-Profit Funding Policy

1. No organization can receive more than $5,000.

2. All non-profits must provide proof of 501(c)3 status for the most recent year prior to the
date of application.

3. Funds will be provided only to an organization that perform countywide functions of
government (i.e. health, legal, education, public safety).

4. Applicants must complete the Application for County Funds.

5. Organizations must list a specific project (or projects) for which the funds will be used.

6. Applications must be typed or computer generated. Handwritten applications will not be
accepted.

7. Any in-kind services or other county funding will disqualify the applicant from receiving o

non-profit funding:
8. There will be no exceptions to the application deadline.

9. Organizations that have not picked up funds within 30 days from date of notification
by return receipt letter will forfeit funds. Forfeited funds will return to the non-profit
balance. Those funds can be re-allocated at the discretion of the Non-Profit Committee
anytime during the year. Any funds not allocated will be rolled over to the next fiscal year
for non-profit distribution.

Note:

The deadline to submit an application to request non-profit
funding for the 2010/2011 fiscal year is Wednesday, February
9,2011 at 12:00 Noon, in the County Commission Office,
Room 118, Courthouse.




2010/2011 Fiscal Year

Anderson County Government

100 N. Main Street, Room 118, Clinton, Tennessee 37716

Non Profit Organizations Application for County Funds

The purpose of this document is to aid County Commissioners in evaluating expenditures,
and services provided to Anderson County or it Residents. Response to these questions does
not guarantee funding nor does it preclude an organization from funding. The County
Commissioners will use this information to help them in their decisions during the selection
process.

1. Agency Making Request

Address:

Mailing Address:

(if different than above)

2. Contact Person:

Phone Number(s):

E-Mail Address:

3. Amount Requested:
Are Funds Used As Matching: Yes No

4. How does this organization benefit Anderson County or Anderson County Residents?
Approximate the % of these funds that would directly benefit Anderson County Residents
and the % that is used for overhead. % Direct Benefit: % Overhead:



10.

What group of citizens benefits from this organizations service? (i.e. all residents, age
group, particular community)

Is Anderson County’s portion of the money being matched from elsewhere? If yes, from
where and what is the matching ratio?

How many individuals are benefiting per dollar, i.e. clients/dollar?

If a previous appropriation has been received from the County, for how much and how
long?

Is an increase from the previous appropriation being requested? If yes, what is the amount

- of increase and what is the justification?

What other agencies or organizations perform this service to the community?

How does your organization provide countywide functions of government (i.e. health,
legal, education, public safety) ?

(W8]




1. Is this Organization receiving funding from another county or municipality? If yes, how
much and from which other entities?

12. Use this space to provide any additional information you would like to provide to the
Commission.
13.  Your latest audit or financial report must be submitted with this application including

the date of your next audit. ' _
(If you have any questions concerning your financial documents, please contact Deputy
Budget Director Connie Aytes at 457-6202 for guidance)

14. Attach copy of your 501(c)3 status.

** NOTE ** It is the responsibility of each organization applying for funding to ensure that the
contact information and phone numbers stay current during this process. Failure to do so could
result in the forfeiture of funding if awarded.

Accounting Use Only

Application Received:

Audit/Financial Report Received:

Proof of 501(c)3 Received:
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Tenn, Code Ann. § 5-9-109

TENNESSEE CODE ANNOTATED
© 2010 by The State of Tennessee
All rights reserved

*%* CURRENT THROUGH THE 2010 REGULAR SESSION ***
*xx ANNOTATIONS SUPREME COURT CURRENT THROUGH MAY 24, 2010 ***

Title 5 Countles
Chapter 9 Appropriation and Disbursement of Funds
Part 1 --Authorized Appropriations Generally

Tenn. Code Ann. § 5-9-109 (2010)
5-9-109. Charitable and civic organlzations.

. (a) (1) The county legislative body or governing body of each county may appropriate funds for the financlai.ald
of any nonprofit charitable organization, any chamber of commerce, exempt from taxation pursuant to the Internal
Revenue Code of 1954, § 501(c) (6), as amended, or any nonprofit civic organization in accordance with the
guidelines required by subsection (b).

(2) For the purposes of this section:

(A) A nonprofit charitable organization is one in which no part of the net earnings inures or may lawfully inure
to the benefit of any private shareholder or individual and that provides services benefiting the general welfare of
the residents of the county; and

(B) A nonprofit clvic organization means a civic organization exempt from taxatton pursuant to
that operates primarily in the county for the purpose of bringing about civic betterments
and social improvements through efforts to maintain and increase employment opportunities in the county by
promoting industry, trade, commerce, tourism and recreation by inducing manufacturing, industrial, governmental,
educational, financlal, service, commerclal, recreational and agricultural enterprises to locate in or remain in the

county.

(3) The statement of public policy set forth in Acts 1955, chapter 209, § 3 Is hereby incorporated into and made a
part of this section, and it is hereby determined and declared that appropriations authorized by this section are
needed to relleve the emergency created by the continuing migration from Tennessee and its counties of a large
number of its citizens in order to find employment elsewhere, and to enable the countles of the state to assist
nonprofit organizations in furthering the economic development, social welfare and common good of Its residents.

)( (b) Each county legislative body shall devise guidelines directing for what purposes the appropriated money may be
spent. These guidelines shall provide generally that any funds appropriated shall be used to promote the general
welfare of the residents of the county. Any funds appropriated under the provisions of this section shall be used and
expended under the direction and control of the county legislative bodies.

(c) (1) Any nonprofit organization that desires financial assistance from the county legislative body or the
governing body of the county shall file with the county clerk a copy of an annual report of Its business affairs and
transactions, which includes, but is not limited to, a copy of an annual audit, a description of the program that
serves the residents of the county, and the proposed use of the county assistance.

(2) Such report will be open for public inspection during the regular business hours of the county clerk's office.

(3) Any nonprofit organization that desires such financial assistance may file, in lieu of the annual audit, an annual

hitp://www.lexis.com/research/retrieve?_m=b0189266524b801d4ae3 7af627dd0bd1&csv... 10/20/201
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report detailing all receipts and expenditures.
(4) Such report shall be prepared and certified by the chief financial officer of such nonprofit organization.

f(!5) Financlal reports shall be avallable to fiscaf officers of the county and shall be subject to audit under provisions
0 .

(d) Appropriations to nonprofit organizations other than charitable organizations may be made only when notices
have been published In a newspaper of general circulation In the county of the intent to make an appropriation to a
nonprofit but not charitable organization, specifying the intended amount of the appropriation and the purposes for
which the appropriation will be spent.

HISTORY: [Acts 1976, ch. 696, § 1; 1977, ch. 120, § 1; Impl. am. Acts 1978, ch. 934, §§ 7, 22, 36; Acts 1979, ch.
132, § 1; T.C.A., § 5-932; Acts 1984, ch. 820, §§ 1, 3; ; ; 2;
. . .]

1 1

NOTES: Code Commission Notes.
Section 3 of Acts 1955, ch. 209, reads as follows:

"That it Is hereby determined and declared that the purpose of this act is to do that which the state welfare
demands, and the state public policy requires:

"(a) That the migration and loss of the people of Tennessee, who are compelled to feave the territorial limits of
the state, dally, weekly, monthly and yearly to obtain employment and earn a livelthood be retarded and reduced.

"(b) That the conditions of unemployment existing statewlde In Tennessee be relieved thereby reducing the evils
attendant thereto.

"(c) That the average family income in Tennessee be raised and increased as much as possibie, but to an amount
at least the average over the United States.

"(d) That a means be provided for the citizens of communities to premote and develop Industry in their areas,
when It Is possible for them to do so in their separate and individual capacities. .

(@) That a balanced economic development highly essential to the welfare of this state be promoted.

“(f) That the reconversion from war time and civil defense economy to peace time pursuits be expedited by a
program for readjustment of employment to accord with employment problems necessarlly arlsing from changed
conditions.

»(g) That the present and prospective heaith, safety, morals, pursult of happiness, right to gainful employment
and the general welfare of the citizens demand as a public purpose, the development within Tennessee of
commercial, industrial, agricultural and manufacturing enterprises by the several municipalities,

“(h) That the means and measures herein authorized to promote such enterprises are, as a matter of public
policy, for the public purposes of the several municipalities, and the state of Tennessee.

(i) That the present and prospective promaotion of health, safety, morals, pursuit of happiness, right to gainful
employment, and the general weifare of the state requires the measures that are hereln and hereby authorized, and
to that end will afford ready and attractive markets for farm and garden products, for the development of natural
resources, and for the conversion of raw materials of farm, mine and forest Into finished products for the general
welfare of each of such municipalities, and the entire people of the state.

"(§) That the accomplishment of the things hereln authorized to be done by the several municipalities wlii glve to
them local benefits pecullar to each, and general benefits to the entire state.”

Compiler's Notes.

, referred to in this section, is codified at

Amendments.

The 2010 amendment deieted former (b){1); merged (b)(2) and (3) as present (b); and deleted "in conjunction with
the guidelines and procedures of the comptroiler of the treasury” at the end of present (b).

Effactive Dates.
. Aprit 9, 2010.
http://www.lexis.com/research/retri eve?_m=b01l 89266524b801d4ac37af627dd0bd1&csv... 10/20/2




Objective 7: Use the Debt Plan as a guide to determine when it is in the citizens’ best
interest to incur additional interest and other costs and risks incurred with
rIII. HISTORY

the issuance of debt with a balloon structure.
In 2011, the County’s cash position was dangerously low and the County was unwilling to raise
downturn that started during the Great Recession of 2008.

COUNTY’S GENERAL FUND DEBT )

In the past, the County issued Balloon Debt as described by T.C.A. § 9-21-134.

a. In 2011, the County refunded then existing fixed rate debt and delay principal
payments to bring general debt service expenses in line with the estimated revenues.

b. The County also issued new debt to fund a jail expansion in 2011. That debt was
structured as Balloon Debt. The County structured the repayment schedule to
create an overall level amortization of the County’s portfolio of debt. This required
that the debt for the jail expansion be delayed until the County’s other debt was
retired. The County did this with the understanding that any major future borrowing
would require new revenue sources to fund the new debt service.

Impact of Outstanding Balloon Debt

e Due to its low cash position experienced during the Great Recession, the County
implemented its current General Fund - Fund Balance Policy. This policy has resulted
in the County’s General Fund balance to be over $10,000,000 of restricted and
unrestricted funds at year ended June 30, 2016.

e The County also placed a stronger emphasis on funding the Capital Project Fund to
fund smaller projects and equipment purchase since nearly all -of the revenues of the
General Debt Service Fund are utilized until 2035.

approximately level unt Under the current revenue stream, the County does not
have sufficient debt capacityTo issue any new debt for substantial capital needs. Asaresult,
the County will not be able to issue future debt for new projects as level debt utilizing the
existing revenue stream, as described by T.C.A. § 9-21-134. See attached County GDSF

Debt Chart.

At the time of the w this policy, total annual debt service payments are

revenues to fund additional debt issues while still struggling from the significant economic

f




ANDERSON COUNTY TENNESSEE

Debt Management Policy-

Originally Adopted: August 15, 2011
Amended and Formally Adopted: November 21, 2016
Amended and Formally Adopted: August , 2021
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INTRODUCTION

This Debt Management Policy (the “Debt Policy™) is a written guideline with parameters that affect
the amount and type of debt that can be issued by Anderson County, Tennessee (the “County”),
the issuance process and the management of the County’s debt. The purpose of this Debt Policy is
to improve the quality of management and legislative decisions and to provide justification for the
structure of debt issuances consistent with the Debt Policy’s goals while demonstrating a
commitment to long-term capital planning. It is also the intent of the County that this Debt Policy
will signal to credit rating agencies, investors and the capital markets that the County is well
managed and will always be prepared to meet its obligations in a timely manner. This Debt Policy
fulfills the requirements of the State of Tennessee regarding the 'adoption of a formal debt
management policy on or before January 1, 2012. This updated policy amends the previously
adopted Debt Policy on August 15,2011 and as amended on November 21, 2016.

This Debt Policy provides guideﬁnes' for the County to manage its debt and reldted annual costs
within both current and projected available resources while promotlng understanding and
transparency for our citizens, taxpayers, rate payers, businessés, investors and other interested
parties.

The County may, from time to time, review this Debt Pohcy and make revisions and updates if
“warranted.” '



ANDERSON COUNTY, TENNESSEE
DEBT MANAGEMENT POLICY

3.

I INTRODUCTORY STATEMENT
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P G e ey

‘ "'In managlng its Debt (deﬁned Herein as taX- exempt or taxable bonds;, capltal outlay notes,
other notes cap1ta1 1eases 1nterfund loans or notes and loan agreements) 1t 18 the County ]
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> Ac’hieve the Towest cost f\dficapitfalvlwitﬁin acceptable risk paramefers -
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> Maintain or improve credit ratings” . 0 0T noen
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lg f> Preserve ﬁnan01al and management ﬂexrbrhty
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» Manage interest rate risk exposure within acceptable risk parameters

S ; P s
> Regularly review thlS Debt Pohcy and perform a rrsk assessment on debt management
process and related internal controls

IIL.  GOALS AND OBJECTIVES

Debt policies and procedures are tools that ensure that financial resources are adequate to
- meet the County's long-term capital planning objectives. In addition, the Debt management
policy (the "Debt Policy™") helps to ensure that financings undertaken by the County have
certain clear, objective standards which allow the County to protect its financial resources

in order to meet its long-term capital needs.

-~ “The "Debt Policy formally establiskies parameters for issuing debt and managing a debt
portfolio which considers the County's specific capital improvement needs; ability to repay
financial obligations; and, existing legal, economic, and financial market conditions.
Specifically, the policies outlined in this document are intended to assist in the following:

» To guide the County in policy and debt issuance decisions
» To maintain appropriate capital assets for present and future needs

» To promote sound financial management

» To protect the County's credit rating



> To ensure the County's debt is issued legally under applicable state and federal laws

A%

To promote cooperation and coordination with other parties in the financing

» To evaluate debt issuance options

Y

To issue debt with a level or declmmg payment structure to create future debt capacity

-and finankial flexibility
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» To manage and mitigate the impact of past balloon indebtedness on the County’s
revenues

III. PROCEDURES FOR ISSUANCE OF DEBT

1) Authorlty

a. The County ‘will-only issue Debt by utrhzmg ‘the statutory authorttles provided by

Tennessee Code Annotated as supplemented and revrsed (“TCA”) and the Internal

‘ ‘Revenue Code (the “Code”)

The County will adhere to any lawfully’ promulgated rules and: regulatlons of the

- State and those promulgated under the Code:

All Debt must be formally authorized by resolution of the County s Legislative
Body. : _

2) Transparency

a

It is recognized that the issuance of Debt must have various approvals and on
occasion, written reports provided by the Staté of Tennessee Comptroller’s office
either prior to adoption of resolutions authorizing such Debt, prror to issuance
and/or following issuance. The County, in conjunction- with any ‘professionals
(including, but not limited to, financial advisors, underwriters, bond counsel, etc.
which may 1nd1v1dually or collectively be réeferred to herein as “Financial

"Professionals™) will ersure compllance with TCA, the Code and ‘all federal and

State rules-and regulations. Stich Staté compliance will include, but not be limited
to, compliance with all legal requirements regarding adequate public notice of all
meetings of the County related to consideration and approval of Debt. Additionally,
the County shall provide the Tennessee Comptroller’s office sufficierit information
on the Debt to not only allow for transparency regarding the issuance, but also
assuring that the Comptroller’s office has sufficient information to adequately
report or approve any formal action related to the sale and issuance of Debt. The



County will also make this information avaxlable to its leglslatlve body, citizens and
other interested parties. : , ; .

. b. -The County will file its Audited ‘Financial Statements and any Continuing
Disclosure document prepared by the County or its Dissemination Agent. To
promote transparency and understanding, these. documents:should bé furnished to
members of the Legislative Body and made available electronically or by other

TPV usual-and customary means to its citizens, taxpayers, rate. payers, businesses,
investors and other interested parties by posting such.information on-line or in other
prominent places.

IV.  CREDIT QUALITY AND CREDIT ENHANCEMENT
. I h LR A PN R

The County's Debt management activities will be conducted in order to maintain or receive
the highest possible credit ratings. The Mayor and Finance Director :in conjunction with
any Financial Professionals that the County may choose to engage will be responsible for
rnalntalnlng relationships and - commumcatlng with.one or meore; ratmg agen01es
The County w1ll cons1der the use of credlt enhancements, on- a-,case- by -case basis,
evaluating the economic benefit versus cost for each case. Only when clearly demonstrable
- savings can be shown shall an enhancement be considered,, The.County will consider each
of the followmg enhancements as alternatives by evaluatmg the:cost. and benefit of such
enhancements:

o " A U e o soaE st Lot

"""" Ty Insurance
The County may purchase bond insurance when such purchase is; deemed :prudent and
advantageous. The predominant determination shall be based on such insurance being

., less costly than the present value of the djfference, in the mterest on insured bonds
. versus umnsured bonds

%) Letters of CféTiiE""' R

The County may enter into a letter-of-credit (“LOC”) agreement when such an
agreement is deemed prudent and advantageous. The .County .or its Financial
Professionals, if any, may seek proposals, from qualified banks or other qualified
financial institutions pursuant to terms and conditions that are acceptable to the County.

V. AFFORDABILITY
The County shall consider the ability to repay Debt as it re_la_t_es to: the total budget resources,
the wealth and income of the community and its property tax base-and other revenues

available to service the Debt. The County may consider debt ratios and other benchmarks

3



compared to its peers when analyzing its Debt including materials published by the
nationally recognized credit rating agencies.

VL. DEBT STRUCTURE

1)

The County shall establish all terms and conditions relating to the issuance of Debt and
will invest all bond proceeds pursuant to the terms of its investment policy, if any. Unless
otherwise authorized by the County, the following shall serve as the Debt Policy for
determining:structure::

Term

All capital improvements financed through the issuance of Debt will be financed for a
period not to exceed the useful economic life of the improvements and in consideration of

- the ability of the County to absorb such additional debt service expense. The term of Debt

2)

3)

shall :be determined by, but not- limited to, the economic life of the -assets financed,
conditions in the capital markets, the availability of adequate revenue streams to service

 the Debt and the existing pattern of Debt payable from such identifiable fund or énterprise

activity, but in no event will the term of such Debt exceed forty (40) years, as outlined in
TCA.

Capitalized Interest

From time to time, certain financings may require the use of capitalized interest from the
date of issuance until the County is able to realize beneficial use and/or occuparncy of the
ﬁnanced proj ect. Interest may be capitalized through a period permitted by federal law and

Jand is appropriateiy. m_em,orlalized n the legislative actiqn authQrizmg t_he saie and issuance

oftheDebt. - ... . ., - .- ..
Debt Service Structure

General Obligation debt issuance shall be planned to achieve relatively net level debt
service or-level principal amortization considering the County's outstanding debt
obligations, while matching debt service to the useful economic life of facilities. Absent
events or circumstances determined by its Legislative Body, the County shall avoid the use
of bullet or balloon maturities (with the exception of sinking fund requirements required
by term bonds). Debt which is supported by project revenues and is intended to be self-
supporting should be structured to achieve level proportional coverage to expected
available revenues.



'3'::‘7) Deep DlscountBonds T L R L

4) Balloon Debt
It is in the best interest of the citizens to maintain a debt portfolio utilizing individual debt
issues in a manner that minimizes interest paid and other related costs as well as repaying
principal as rapidly ‘as ‘possible to:create financial flexibility and future debt capacity.
Balloon indebtedness does not generally meet these objectives. Thé' County Commission
will make sure to additionally: comply with T.C.A. § 9-21-134 and its Balloon Debt
Management Plan, as attached as Exhibit A. This will include the requirements for balloon

indebtedness found in the Tennessee State Funding Board’s guidance on debt management
policies and balloon indebtedness.

.5). Call Provisions.- - . CE Tt

In genetal, the County's Debt:should include a-call feature.no later than ten(10) years from
the date of delivery of the bonds: The: Countyiwill avoid. the sale of long-term debt which
carries longer redemption features unless .a careful evaluation has been-conducted by the
Mayor and‘FinanceDirector and/or Flnancml Professwnals if any; with. respect to the value
wofthe eall option. . - . o s A . :

6) Original Issuance Discount/Premium
Debt with original issuance discount/premium will be permitted.
I ] B S SR O S S

VIIL.

e+ e ‘ 5 g e

. : ~'7-":';"i’ T )t__t:;. [ET T e A I L [ 4'.'.3.. -

Deep dxscount debt may prov1de a lower cost'of:borrowing ifi ‘certain capital markets. The
- Mayor ‘and ‘Financé” Diréctor -and/or -Financial® Proféssionals;-if ‘any, should carefully
consider their value and effect on any future refinancing as a result of the lower-than-
market coupon.

DEBT TYPES

it

When the County determines that Debt is approprlate the followmg criteria w111 be utilized
to evaluate the type of debt to be issued.

1')* Security Structure
a. General Obligation Bonds

The County may issue Debt supported by its full faith, credit and unlimited ad
valorem taxing power (“General Obligation Debt”). General Obligation Debt shall
be used to finance capital projects that do not have significant independent
creditworthiness or significant on-going revenue streams or as additional credit

5



support for revenue-supported Debt, if such support improves the economics of the
Debt and is used in accordance with these guidelines.

b. Revenue Debt

The County may issue Debt supported exclusively with revenues generated by a
project or enterprise fund (“Revenue Debt”), where repayment of the debt service
obligations on such Revenue Debt will be made through revenues generated from
specifically designated sources. Typically, Revenue Debt . will be issued for capital
projects which can be supported from project or enterprise-related revenues.

c. Capital Leases

.- The County may use capital leases to finance projects assuming the Mayor and
Finance Director and/or Financial Professionals, if any, determine that such an
instrument is-economically feasible.

2) Duration

Do a Long-Term Debt - . : e e
*The County may. issue. long -term debt when itis deemed that= capltal improvements
. - should not be financed: from current revenues;or short-term borrowings. Long-term
debt will not be used to finance current operations or normal maintenance. Long-
term -debt will .be structured 'such that financial-obligations do. not exceed the
expected useful economic life of the project(s) financed. : Long-term debt will be
structured with a level or declining payment, strueture, unless the County
determines that a Balloon Debt structure is in the best interest of its citizens and
_additionally complies. with T.C.A. § 9-21-134 and:its Balloon Debt Management
v ;vPlan as attached as Exhibit A. oo o ,

1. 'Serzal and Term Debt. - Serial and Term Debt may be LSsued in either fixed or

variable rate modes to finance capital infrastructure projects;

~ii. Capital Outlay. Notes (“CONs”). CONs may be issued to finance capital
- infrasteucture projects with.an expected life up to twelve years; or

iii. Capitalized Leases. Capitalized Leases may be issued to finance infrastructure
projects or equipment with an expected life not greater than its expected useful
life. ,



" -b.."Short-Term Debt
Short-term borrowing may be utilized for:

1.  Financing short economic life assets;

PESES N P PP [P AP O

s - 7 i The'construction period of fong-term projects; -

L ""Fé'r interim ﬁﬁ'aricing;"‘o’r*' i

S A P .o AT T

iv.  For the temporary funding of operatlonal cash ﬂow deﬁmts or ant1c1pated
revenues subject to the following policies: e

a: Bond Anttczpatzon ‘Notes (“BANs”). BANs, including commercial paper notes

" isstied'as BANs, miay-beissued instead of capitalizing interest to reduce the debt
service during the constructiont period 6f 4 project o facility. The BANSs shall
not mature more than 2 years from the date of issuance. BANs can be rolled in
accordance with federal and state law. BANSs shall mature w1th1n 6 months after
substantial completion of the financed facility. et F

"b. Revenue Anticipation Notes (“RANs") and TdaxAnticipation Notes (“TANs”).

RANs and TANS shall be issued only to meet cash flow needs consistent with

i s finding:by bond:counsel-that the sizing.of:the issue: fully conforms to federal
i IRS andrstateerequlrements and- hrnltatlons ' St

dit.:r ‘mes"of Credlt shall be cons1dered as‘an-alternative to other

R IEREI T NN ::short-term borrowing optlons ‘A line of credlt shall only ‘be structured to federal
s and state’ requ1rements L L AR D
. Jntéivﬁthdf ‘Loans:’ ='Ir31tér‘f1ind’ Loans ‘shall ‘only be used to' fund operational
deficiencies among accounts or for capital projects to be paid from current fiscal
year revenues. Such interfund loans shall be approved by the State
g =GComptroller’s: office arid::shalt. only be. 1ssued An.- comphance with state
- regulations and limitations.. :. .= ¢ o ok

“ 1w el ‘Other Short-Term Debt. Other Short-Term Debt including commercial paper
i+ notes, BANs,: Capitalized Leasesiand CONs may be used when it provides an
interest rate advantage or as interim financing until market conditions are more
favorable to issue debt.inia-fixed or variable rate mode..The County will
-determine- and utilize the most advantageous method for short-term borrowing.
The County may issue short-term Debt when there is a defined repayment

source or amortization of principal.



3) Interest Rate Modes

4)

a. Fixed Rate Debt .

To maintain a predictable debt service schedule, the County may glve preference
to debt that carries a fixed interest rate.

b. Variable Rate Debt

The targeted percentage of net variable rate debt outstanding (excluding an amount
of debt considered to be naturally hedged to short-term assets in the Unreserved
General and/or Debt Service Fund Balance) shall not exceed 35% of the County's
total outstanding debt and will take into consideration the-amount and investment
strategy of the County's operating cash.

The following circumstances may result in the- cons1derat10n ofi 1ssu1ng variable rate
debt: C

1.  Asset-Liability Matching;

ii.  Construction Period Funding;
']-:( Lo, N . L Ll .
“iil.  High Fixed Interest Rates. Interest rates are above historic averages;

‘iv. ' Diversification of Debt Portfolio;

“v. 'Variable Revénue Stream. Thé revénue streani'for repayment is variable and is
' anticipated to miove in the same direction as market-generated variable interest
rates or the dedication of revenues allows ‘capacity for variability; and

vi.  Adequate Safeguard against Risk. Financing structure and budgetary
safeguards are in place to prevent adverse impacts from interest rate shifts
such structures could include, but are not limited to, interest rate caps and

. short-term cash ifivestments in the County's General Fund.

An analysis by the Mayor and Finance Director and/or Financial Professionals, if any,
shall be conducted to evaluate and quantify the risks and returns associated with the
variable rate Debt including, but not limited to, a recommeéndation regarding the use
of variable rate debt. ' -

Zero Coupon Debt

Zero Coupon Debt may be used if an analysis has been conducted by the Mayor and
Finance Director and/or Financial Professionals, if any, and the risks and returns

8



assoclated with the Zero Coupon Debt have been made;: Thee ‘analysis shall in¢lude, but
not be limited to a recommendation regarding the use of Zero Coupon Debt as the most
feasible instrument considering available revenues stréams;the need for the project and
other factors determined by the Legislative Body.

. g TP : B N T

5) Syhthetic Debt S CoLeLolan, - ’

The County will not enter into any new inferest rate:iswaps sor -other derivative
instruments unless it adopts a Debt Derivative Policy consistent with the requirements

+0f:TCA and only after approval of the State Comptroller’s office and affirmative action
ofthe Leglslatwe Body ’ C R R R RT3 LI e

VIII: REFINANCING OUTSTANDING DEBT R R é:': I, {

The Mayor and Finance Director, in conj unction with Financial Professionals, if any, shall

- ‘zhave.the respensibility to:analyze outstanding.Debt for.refunding epportutiities. The Mayor
and Finance Director will consider the following issues when analyzing;: p0551b1e refunding
opportunities:

1) Debt Service Savings
Absent other compelling considerations such as the opportunity to eliminate onerous or
_-Testrictive covenants contained;in existing Debt documents; the.County has.established
a minimum net present value savings threshold of at least 3.0 percent of the advance

refunded Debt prmcxpal amount. Currentsrefundmg oppox;tunmes may, b be con51dered

. present. value savings.. The decision.to take. less than 3.0 percent net, present value
..savings. for an advance refundmg or to take the savmgs in .any. manner other than a
: tradmonal year-tosyear 1eve1 ,savings pattern must be approved by the Leglslatwe Body
o or-delegated-to-the County’s Chief Executive: — : e e e —

2) Balloon Debt

It is in the best 1nterest of the c1tlzens to mamtam a debt portfoho utilizing individual
debt issues in a manner that minimizes interest paid and other related costs as well as
. repaying principal as rapidly as possible to create financial flexibility and future debt
-capacity. Balloon indebtedness does not generally meet these objectives:. The County
. Commission will make sure to additionally comply. with T.C.A. § 9-21-134 and its
* Balloon Debt Management Plan, as attached as Exhibit A.- This will include the
requirements for balloon indebtedness found in the Tennessee State Funding Board’s
guidance on debt management policies and balloon indebtedness. . :



3) Restructuring for economic purposes

The County may also refund Debt when it is in its best financial interest to do so. Such
a refunding will be limited to restructuring to meet unanticipated revenue expectations,
achieve cost savings, mitigate irregular debt service payments, release reserve funds or
remove unduly restrictive bond covenants or any other reason approved by the
Legislative Body:-in its discretion. The County aspires to issue refunding debt with a
level or deelining debt payment structure and whenever possible mitigate previously
issued balloon indebtedness structures. '

4) Term of Refunding Issues

Normally, the County will refund Debt equal to or within its existing term. However,
the Mayor and Finance Director may consider maturity extension, when necessary to
achieve desired outcomes, provided that such extension is legally permissible and it is
approved by the Legislative Body. The Mayor and Finance Director may also consider
shortening ‘the term of the originally issued debt to realize greater savings. The

intergenerational equity should guide these decisions.
5) Escrow Structuring

1 The.County shall utilize'the least costly. securities :available in structuring refunding
escrows. In the case of open market securities, a certificate will be provided by a third

. party agent; who is.not a broker-dealer stating:that the securities were procured through
an arms-length, competitive bid process, that such securities were more cost effective
than State and Local Goyernment Obligations (SLGS), and that the:price paid for the
securities was reasonable within Federal guidelines. In cases where taxable Debt is
involved, the Mayor and: Finance Director, with.the approval of bond counsel, may
make a direct purchase as long as such purchase is the most efficient and least costly.
Under no circumstances shall.an underwriter, agent or any Finaneial Professionals sell
escrow securities involving tax-exempt Debt to the County from its,own account.

6) Arbitrage
The County shall take all necessary steps to optimize escrows and to avoid negative
arbitrage in its refunding. Any positive arbitrage will be rebated as necessary according
to Federal guidelines.
IX. METHODS OF ISSUANCE
The Mayor and Finance Director may consult with a Financial Professional regarding the

method of sale of Debt. Subject to approval by the Legislative Body, the Mayor and

10



» . :2)- Negotiated Sale BRI R D

Finance Director will determine the methed :of issuance of Debt on:a:case-by-case basis
consistent w1th the optrons provided by prevallmg State law.

. .1) Competltlve Sale

“In a:competitive sale,the County's Debt will ‘be offered in a public sale to any and all

eligible bidders. Unless. bids.iare rejected; the Debt shall be awarded-to the bidder
i~ providing the lowest true interest cost as long as the b1d adheres to the ‘requirements set
forth in the official notice of sale. .= ... e o .

In a competitive sale, a financial advisor may -not-bid ensan:issue for which they are
providing advisory services.

‘The County recognizes that some seclirities are best sold through a negotiated sale with
an--underwriter or ‘group of undeirwriters: The County shall:assess the following
~ circumstances in determining whethér a'negotiated: sale is the-best method of sale:
a. State requirements on negotiated sales;
LavEri

b. Debt structure which may require a strong pre marketing effort such as th'ose

P I T VI VAS LSRN N TE SR IO IR LR VS ;;?

SHEEI R "Size or'structure of the' 1ssue which: may hmlt the number of* potent1a1 bldder_s

e e S SO SUlu S S S R
Wiy ST FLTRLTY S COTHT TR "?J'l:‘ bl fir frreeiimiog ealad

by the ﬂexrbrhty afforded by cateful’ trmrng and marketmg such as’ 1s the case for

-Debt 1ssued to reﬁnance or refund exrstlng Debt EELA

[ JR— B T - = —

€. 'Whether the’ Debt is to be’ 1ssued as varrable Tate’ obllgatrons or perhaps as Zero
- Coupon Debt; o

f. Whether an idea or financing structure is a proprietary product 6f'a single firm;

g: Ina publicly offered or privately placed; negotiated sale, a financial advisor, if any,
* shall not be permitted-to resign-as the financial:advisor in order to underwrite or
privately place an issue for which they are or have been providing advisory services;
h. The underwriter shall clearly identify itself in writing as an underwriter and not as
a financial advisor from the earliest stages of its relationship with the County with
respect to the negotiated issue. The-underwriter must clarify its primary role as a
purchaser of securities in an arm’s length commercial transaction and that it has
financial and other interests that differ from those of the County. The underwriter

11



X.

. ' a,  Written Agreements

in a publicly offered, negotiated sale shall be required to provide pricing
information both as to interest rates and to takedown per maturity to the Legislative
Body (or its designated official) in advance of the pricing of the debt.

3) Private Placement

From time to time, the County may elect to privately place its Debt. Such placement
shall only be considered if this method is demonstrated to be advantageous to the
County. ©os

PROFESSIONALS
- 1): Financial Professionals

+ As needed, the County.may select Financial Professionals to assist in its Debt issuance
. and -administration processes. In selecting Financial:- Professionals, consideration

should be given with: respect to:
a. " relevant-éxperiénce with municipal government issuers-and the public sector;
b. indication that the firm has a broadly based background ‘and is therefore capable of
balancing the County's overall needs for continuity and innovation in capital
-planfifig and Debt financing; -« . 7 7o :

c. expérierice and demonstrated success as indicated by its experience;
ORI L TS O . R C Lo

' i .

d. the firm's professional reputation;
e. professional qualifications and experience of principal emploi'ees; and’ "

f. the estimated costs, but price should not be the 'sole défermiiiitig factor.

2) Miscellaneous -

i.  Any Financial Professionals engaged by the County -shall enter into written
agreements including, but not limited to, a description of services provided and
fees and expenses to be charged for the engagement.

i The County shall enter into an engagement letter agreement with each lawyer
or law firm representing the County in a debt transaction. No engagement letter
is required for any lawyer who is an employee of the County or lawyer or law

12



firm which:is under a:general appointment or contract to serve as counsel to
~the ‘County. The County does not need:an engagement letter with counsel not
srepresenting the County; such as underwriters” counsel.

iii.  The County shall require all Financial Professionals-engaged. in the process of
issuing debt to clearly disclose all compensation and consideration received
*irelated to services provided.in the debt issuancerprocess ‘by. both the County
-and -the: lender or' conduit: issuer, if any. This includes “soft” costs or
compensations in lieu of direct payments. :

b. Conflict of Interest SUEeTLYE e 3hie s

1.  Financial Professionals involved in a debt transactionshired or.compensated by
the County shall be required to disclose to the County existing client and
.+ .business relationships: between and among the professionals toa transaction
. (including but not limited to.financial advisors, swap.advisors,:bond counsel,
swap counsel, trustee, paying agent, . underwriter,. counterparty, and
remarketing agent), as well as conduit issuers, sponsoring organizations and
:.» program administrators; ; This.: disclesure -.shall-. include,: that .information
reasonably sufficient to allow the County to appre01ate the significance of the

: relatlonshlps e e T s e

1. F1nanc1al Professwnals who become mvolved m the debt transactlon as aresult

of a bid submitted in a widely and publicly advertised competitive sale.

~;conducted. using . an. industry. standard,electronic bidding .platform are not

XI.

COMPLIANCE . ...

.1)

“Normally at the time Debt is delivered, the County will execute a Continuing Disclosure

or regulation of professional conduct. . ., . . .

T e
H PR

Continuing. Annual Disclosure . o

Certificate in which it will covenant for the benefit of holders-and beneficial owners of
the publicly traded Debt to provide certain financial information relating to the County
by not later than twelve months after each of the :County's fiscal ‘years, (the “Annual
Report and provide notice of the occurrence of certain enumerated events. The Annual

. Report (and audited financial statements, if filed separately) will be filed with the
MSRB. through the operation of theElectronic Municipal Market Access sysiem

(“EMMA”) and any State Information Depository established in the State of Tennessee
(the “SID™). If the County is unable to provide the Annual Report to the MSRB and
any, SID by the date required, notice of each failure will be sent to the MSRB and any
SID on or before such date. The notices of certain enumerated events will be filed by
the County .with the MSRB through EMMA and any SID. The specific nature of the

13

subject-tothis disclosure. No-diselosure is required that would violateany rule ™



information to be contained in the Annual Report or the notices of significant events is
provided in each Continuing Disclosure:Certificate. These covenants are made in order
to assist underwriters in complying with SEC Rule 15¢2-12(b) (the “Rule™).

2) Arbitrage Rebate

The County will also maintain a systéfn:of record keéping and réporting which complies
with the arbitrage rebate compllance requlrements of the Internal Revenue Code (the
“COdC”) . i

3) Records

The County will also maintain records required by the Code including, but not limited
to, all records related to the issuance ;of the debt mcludmg detailed receipts and
expendltures for a perlod up to 6'years followmg the'final inaturity date’of the Debt or
as required by the Code.

4) Internal Controls

In accordance with the requirements of T.C.A. § 9-18-102, the County Commission
using its audit committee and appropriate County personnel shall perform a risk
assessment of any funds associated with the payment of debt.

XII. - DEBT POLICY REVIEW
1) General Guidance

The guidelines outlined herein are only intended to provide general direction regarding the
future issuance of Debt. The County Commission maintains the right to modify this Debt
Policy and may make exceptions to any of its guidelines at any time to the extent that the
execution of such Debt achieves the goals of the County as long as such exceptions or
changes are consistent with TCA and any rules and regulations promulgated by the State.

The County Commission shall regularly review this Debt Policy and perform a risk
assessment on the related internal control procedures. Further the Debt Policy will be
reviewed from time to time as circumstances, such as during the planning of new debt
issuances, rules and regulations warrant. Any amended Debt Policy will be filed with the
Office of State and Local Finance in accordance with State Funding Board requirements.

2) Designated Official

The County Mayor and Finance Director are responsible for ensuring substantial
compliance with this Debt Policy.
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Anderson County, Terinessee
Balloon Debt Management Plan

INTRODUCTION

This Balloon Debt Management Plan (the “Debt Plan”) is a written guideline to manage,
reduce, and mitigate the effect of existing Balloon Debt on the County’s financial condition
and to issue future debt structured with level principal payments or a level debt
_amortization. The County has previously issued Balloon Debt as defined by Public Chapter
766, Acts of 2014 (“Balloon Debt”). This outstandmg Balloon Debt has reduced the
County’s future capacity to issue debt and its financial ﬂex1b111ty to. meet future needs. The
purpose of this Debt Plan is to improve the quahty of management and’ legtslatlve decisions
for the County regarding the structure of its current and future debt issuances consistent
" with the County’s Debt Management Pohcy s (“DMP”) goals’ ‘andto do ‘what is in the best
interest of the County and its taxpayers. (
Policy Statement: It is in the best interest of the County’s citizens to
maintain a debt portfolio utilizing individual debt issues in a manner that
minimizes interest paid, the real cost of debt, and other related costs as well
as repaying principal as rapidly as possible to create financial flexibility and
future debt capacity. Balloon Debt does not generally meet these obj ectives.
This Debt Plan formally establishes parameters for structurlng debt and managlng a debt
‘portfolio that considers: : o e R

spe01ﬁc current capltal 1rnprovement needs
future capital improvement needs,
}ab111ty to'répay financial’ obhgatlons
1mpact on future debt capac1ty and revenues avallable for operatlons and

,,,,,,

P N F
i <7

ooo’loo

- Specifically, the intent of the-plan-outlined-in-this-document-is‘to-assistin-the following:- -

o To guide the County Commission in debt issuance decisions

To establish a County Commission policy to issue new money debt that is not
Balloon Debt as defined by T.C.A. § 9-21-134

To manage and mitigate the County’s currently outstanding Balloon Debt

To create future debt capacity

To promote sound financial management

To protect the County's credit rating

o}

O O O O

The Debt Plan will be divided into four (4) sections for each of the major funds that have
debt: County’s General Debt Service Fund, Rural School Debt Service Fund (Rural



IL. -

Elementary School Fund), Education Debt Service Fund (Rural High School Fund) and
General Purpose School Fund.

The County Commission will regularly review this Debt Plan and its DMP and make
revisions and updates, if warranted. The County Commission will utilize this- Debt Plan
with its DMP when planning future debt issues. If the County Commission plans to issue
Balloon.Debt in the future, it will review this Debt Plan and ensure it follows the Debt Plan

guidance.

GOALS AND OBJECTIVES

The County’s goal is to issue debt structured in a manner that:

e minimizes the real cost of debt: interest payments;
e creates future debt capacity within its projected future revenue stream to meet the
County’s capital needs; and
" e provides fitancial ﬂex1b111ty by reducmg future’ calls on the County s'revenues for

- annual debt servicé.

Objective 1:

+ Objective 2:

Objective 3:
P mltlgates its effects on the County’s future revenues; if possible, by:

" Objective 4: -
Objective S:

Objective 6:

other needs of the: County

IR SR

Create future debt capacity within the projected debt service revenue stream
with an overall declining structure for the’ County s debt portfoho and the
flexibility to use that debt service revenue stream for future operatlons or

Issue new debt with a level or declining debt payment structure.

Manage the County’s currently outstanding Balloon Debt in a manner that

e réstructuring;

e carly repayment;

e delaying of capital projects until capacity is available to issue debt
- structured with level ot declining payment; ‘ '

¢ ‘or 'such action available within its finandial capacity to marnage debt.

Understand ahy proposed transactlon and reasonable alternatlves before
taking action ' :

Explain to the County’s citizens any proposed transaction including the cost
and risks.

Protect and improve the County's credit rating by managing the County’s
current Balloon Debt and by issuing future debt with a level or declining

payment structure.

A-2



"~ Objective 7: - Use:the Debt Plan as a guide to:determine when it is in the citizens’ best
interest to incur additional interest and other costs and.risks incurred with
the issuance of debt with a balloon structure.

L - HISTORY S T
‘In 2011 the County s cash posrtlon ‘was danoerously low and the County was unwﬂhng to raise
revenues-to fund additional debt issues while still struggling from the significant” economic
downturn that started during the Great Recession of 2008. Since that time, the County has
elimnated all of its balloon debt in the General Debt Service Fund exeept the General:Obligation
Refunding Bonds, Series 2017 (the “Series 2017 Bonds™).

:
SEiie .,;,.

COUNTY’S GENERAL FUND DEBT
In the past, the County issued: Ba:l‘l_oon,.]jzehtas,described by T CA § ,9,-2:\1.; 134.

_-a. The Series.2017 Bonds-are callable on May 1 2023 and itiis the County s goal to
eliminate this balloon debt in the future if the County is able ‘to economically
refinance the Series 2017 Bonds.

oar e L TR L S e ] RS NEL IR BRI
Impact of Qutstanding Balloon Debt, . . . . .
I T S o T PP U IY SRLES PR
* Due to its low cash position experienced;during .the..Great:Recession, the County
implemented its current General Fund - Fund Balance Policy. This policy has resulted
in;;the:County’s; General;:Fund ;balance; to:be:-over: $w12 OOO 000 of restrrcted and

B S >,.H-,-§ ! ‘& ‘i,"", : , _rglfr R '54 . .,:,,’ i 3
vThe County also placed a. stronger emphasrs -on funding:ther Capltal PI'O_]CCt Fund to
fund smaller prOJects and equlpment purchase sinee: nearly all of the revenues of the

. A i s;
R N ¢

......

'approx1mate1y level untrl 2025 Under the current revenue stream the County does not -
" have sufficient debt capacrty to issue any new debt for substantial capital needs. As a result,
the County will not.be able to issue future debt for new projects as level debt utilizing the
ex1st1ng revenue stream as described by T.C.A. § 9- 21 -134. See, attached County GDSF
Debt Chart.

RURAL SCHOOL DEBT SERVICE FUND (Rural Elementary School)

In the past, the County issued Balloon Debt as described by T.C.A. § 9-21-134.

tirestrcted funds i year ‘ended Jumne 30,2020 T T T



a. In 2011, the County refunded existing variable rate debt paid from the Rural Debt
Service Fund (RDSF) to delay principal payments to bring debt service expenses in
line with the estimated revenues for the RDSF-and to lower interest rate risk by
issuing the refunding debt as fixed interest rate.

b. .The County also issued new debt in 2011 to fund renovations and expansions and
new construction with the County’s school system. That debt was originally
structured as Balloon Debt to delay the repayment of a majority of the principal.
However, this debt has since been refinanced and/or paid down and is no longer
constdered Balloon Debt.

c.- In 2014, the County issued more debt to finance energy. conservation projects and
additional renovations at its schools. The County selected.a repayment structure to
match the projected savings from the energy conservation improvements and as a
result a portion of the pr1n01pal was delayed resultmg in' Balloon Debt.

Impact of Outstandmg Balloon Debt

The County structured the 2011 RDSF debt issues with the understanding that any major

future borrowing would require either a new revenue source-or an increase ‘in-the current

. source to fund new debt service or:that:it would issue: future’ debt: with:a Balloon Debt

-+ Structure to- delay principal payments, potentially. increasing the total cost.of debt for the

- -original project(s). - This:Balloon Debt structure reduced future debt capacity- within the

~..revenue stream for the RDSF.. xSubsequently, ‘the- County ‘issued addltlonal debt with a
_Balloon Debt structure in fiscal year2014. R S ey

The total annual payments are approximately:level until 2026, then: the;paymeénts decrease
by approximately $540,000 per year. Due to the annual debt payments being
approximately level,-the County will need to-find new. revenue sources; for any substantial
new debt in the future. As a result, the County will not be able to issue future debt for new
projects as level debt, as described:by T.C.A. §9-21-134, until, 2027 and annual debt service

..., cannot exceed $540,000 during the period 2027 to 2031 without a new revenue source. See
attached County RDSF (Rural Elementary School) Debt Chart.

EDUCATION DEBT SERVICE FUND (Rural High School)

In the past the County 1ssued Balloon Debt as. descrlbed by T. C A § 9-21-134.

a. In 2011 the County refunded ex1st1ng varlable rate debt paid. from, the Education
Debt Service Fund (EDSF) to delay principal payments to bring debt service
expenses in line with the estimated. revenues for the EDSF and to lower interest rate
risk by issuing the refunding debt as fixed interest rate.

b. The County also issued new debt in 2011 to finance renovations and expansions
and new construction within the County’s school system. That debt was structured
as Balloon Debt to delay the repayment of a majority of the principal. However,

A-4



#*this debt has since been refinanced and/or paid down and is 1o longer considered
- Balloon Debt. .~ - : RPN
- ¢. In2014; the:County-issued more debt to ﬁnance energy: conservation projects and
additional renovations at its schools. The County selected a: repayment structure to
- match-the projected savings from the energy.conservation: improvements and as a
: result a portron of the'principal was delayed resultlng ini Balloon Debt.
Impact of Outstandmg Balloon Debt -
~ The County- sttucturéd these EDSF debt issues with the understandmg that -any major future
-~borrowing ‘would reqtiire either'a new revenue source: 6t -an- inérease- i 'the current source
' to‘fund riew debt service or that it would issue future débt with a 'Balloon Debt structure
delaying principal ‘payments, potentially- inereasing thé tetal cost ofdebt for the original
project(s). This Balloon Debt structure reduced future debt capacity within the revenue
stream for the RDSF. Subsequently, the County issued additional debt withia Balloon 'Debt
structure in ﬁscal year 2014.

i o o T R I A B TRV
wi o - “Fhestotal annual payments are. approxrmately level: untll 2031 -when' the:paymenits on the
i "+ outStanding:debtiare:complete: Due te the annual debt payrhents beinig:approximately level,
the County will'need:to find new revenue sources for any- substantial.-new debtin‘the future.
- 7wt As arresult, the-County will-not be able to issue future debt for new-projeéts-asilevel debt,
-+ . asdéseribed by T.C.A. §9-21-134, until 2031 w1th0ut a New revenue: source.” See attached

County EDSF (Rural High School) Debt Chart. I G RN

.,

-GENERA1s PURPOSE SCHOOL: FUND DEBT

PR R A T

AESECs s s ERIPAR S shr—nmes T T r Ha WLITIEII a1

The General Purpose School Fund asplres 1o’ 1ssue future debt as‘level debt

L1 Vo [N D
GLeourbe e s P E " . . GTOLL ET, g TRty AU E

"~ "“The siiall drfiount of General” Purpose School Fund debt will be rétired-in'in 2022 and is
" " ot ¢onisidered - Balloon Debt.. See attached General Purpose 'School Fund Debt Chart.

. Ll ..
Moo LR OEE I R

IV.  PROCEDURE -

B e Svhie bt a4

* The County Commission seeks to issue future debt for new large capital projects as level
debt.--The County Commission seeks to fund certain $mallér capital projéets using the
monies appropriated and accumulated in the Capital Project Fund. The County
Commission, within its available financial resources, seeks to take-action to mitigate the
effects of its cufrently outstanding Balloon Debt on the County"s" fiture revenues. The
ifitent is to-create sufficient future debt capacity to issue debt for capirar projects without
restructuring outstanding debt into Balloon Debt or issuing new money debt as Balloon
Debt.

If it is determined that is in the public interest to issue New Debt, as defined under the
“New Debt” heading below, or Outstanding Balloon Debt, as defined under the



“Outstanding Balloon Debt” heading below, that results in an extension of the original final
maturity, as defined below, as Balloon Debt, the County Mayor will present a Plan of
Balloon Indebtedness, as defined below, as prepared by the County’s staff and/or its
supporting financial professionals, to the appropriate County Committee.

The Plan of Balloon Indebtedness will detail the transaction and explain why it is in the
public’s interest., The Plan of Balloon Indebtedness will include the requisite information
as outlined in the sections below entitled New Debt and Outstanding Balloon Indebtedness,
as applicable. A majority of the appropriate County Committee shall determine if the
structure of the transaction described in the Plan of Balloon Indebtedness is in the public’s
interest and if it is to be submitted to the Division of Local Government Finance for
approval. The Plan of Balloon Indebtedness will be submitted to the Division of Local
Government Finance for approval in accordance with T.C.A. § 9-21-134 prior to the
adoption of any authorizing resolution for debt structured as Balloon Debt.

If it is determined by the County Mayor as the Ch1ef Executrve Officer that is in the public
interest to issue Outstandrng Balloon Indebtedness that is a current refunding or an advance
. refunding that generates at least a 3.0% net present value savings, as a maturity to maturity
refundrng that results 1n Balloon Debt the County Mayor may submlt the maturlty to
maturity refundlng Plan of Balloon Indebtedness as prepared by the County s staff and/or
its supporting ﬁnanclal .professronals drrectly to. Drvrslon of Local Government Finance
for approval in accordance with T.C.A. § 9-21- 134 prior to the adoptron of any authorizing
N resolutron for debt structured_ as, Ballo_on Debt

The Plan of Balloon Indebtedness will mclude the requrslte 1nformatron as outlined in the
séctions below entrtled New Debt and Outstandlng Balloon Indebtedness as applicable,
and why 1t 1s 1n the publrc s 1nterest to 1ssue Balloon Indebtedness

A débt authorization resolut10n that structures the debt as Balloon Debt will not be adopted
until approval of the Plan of Balloon Indebtedness is received from the Division of Local
Governmient Finance. If the County Commiission detemines it will issue debt structured
as Balloon Debt, it will prov1de the Plan of Balloon Indebtedness and the approval from
the Division of Local Government Fmance to the publrc

New Debt

It is the desire of the County Commission to issue all new debt with a level debt structure.

Balloon Debt structures can oftentimes increase the interest cost for a capital project, reduce
future available debt capacity, and decrease the financial flexibility of the County
Commission to use its revenue streams for other purposes. Such payment structures can
sometimes be an indicator of finanéial stress. To comply with T.C.A. § 9-21-134 all new
debt should be issued with a level debt or faster principal payment structure.
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If the "County. Commission considers issuance of debt structured as Balloon Debt (as
described by T.C:A. § 9-21-134) for future new projects, it will.determine if it is in the
" publie’s-best interest to utilize Balloon Debt. The County will! ensure that any: prolected
revenues used to secure-debt will: ; R

- be sufficient to pay for'the debt being considered;
- o besufficient to pay all of its other existing’ outstandrng debt service secured by the
+ * same projectedrevenues, and - - S
e ot hlnder the County”s ab111ty to fund future capltal needs or to fund future debt
' serv1ce 1n a Ievel payment structure DT i

* The County Co‘r‘nm’iSsion shall also corisider:
e ‘the possiblé reduction of the County’s fiiture debt capacity within' the current

prOJected revenue stream; and
‘e the ﬂex1b111ty to use future reventres for other purposes

b
Do

The County Commission will’ evaluate the specrfrc Justrﬁcatron for i rssumg debt structured
" as Balloon Debt. At the time the County Commrss1on consrders whether a proposed debt
‘issue w1th a'Balloon’ ‘Debt structure is’in. the pubhc s best mterest ‘it will disclose to the
pubhc an analysrs (“Plan of Balloon Indebtedness”) whlch w1ll 1nclude the followmg

e the proposed debt structure, 1ncludmg the prrncrpal and mterest payments and
terms and Irfe of the debt issue;,

[
Y ! i

V4

requlred fo serv1ce 'the debt for each fiscal s year debt remains outstandmg

., » aschedule or graph showing the percentage of debt retrred every ﬁve years on both

T the proposed debt and overall debf; .

e a schedule(s) or graph(s) showmg whether the proposed structure when compared

x to a level debt structure: L

" "o incréases the interest cost fora capltal pI'Q]eCt - '

o reduces future available debt capacity, or

o decreases the financial flexibility of the County Commission to use its
revenue streams for other purposes compared to a level debt structure.

e

‘Outstanding Balloon Debt

" The County Commrssron will manage currently outstandmg Balloon Debt i in a manner that
mitigates its effects on the County’s future revenues, if possrble by

e restructuring;
e carly repayment;



* in extreme conditions and fiscal distress, delaying of capital projects
until capacity is available to issue debt structured with level or declining
payment; or

* such action available within its financial capacity to manage debt.

Whenever possible, the County Commission seeks.either to restructure such Balloon Debt
into: a- more level debt payment structure or to repay at a faster rate than the original
structure. This may be achieved by refunding debt on a maturity to-maturity basis or more
level structure when interest rate savings can be achieved or by prepaying debt early with
cash. R

If for savings, the County Commission considers issuing refunding debt structured as
Balloon Debt (as described by T.C.A. § 9-21-134) to refund outstanding debt with a
Balloon Debt structure, it will determine if it is in the public’s:best interest. In 'making its
determination, the County Commission will consider whether the benefits of a Balloon
Debt structure outweigh:

- the possible reduction of the County’s future, debt capamty within the current
. projected revenue stream; and . - . :
o theflexibility:to-use. future revenues for other purposes RS
. The County Comm1ss1on w111 be prov1ded w1th an analySIS that w1ll allow it to determme
that any prOJected revenues used to secure debt will:
. bez su-fﬁcient. to pay Afor;the debt being considere’d, - :
o be sufficient to pay all of its other existing outstanding:debt service secured by the
same projected revenues, and
e 1ot hinder the County’s ability to fund future capital needs:or:to fund future debt
service in a level payment structure.
For maturity to maturity refundings, the County Commission will evaluate the specific
justification for issuing debt structured as Balloon Debt. At the time the County
Commission considers whether a proposed debt issue with a Balloon Debt structure is in
the public’s best interest, it will disclose to the public an analysis (“Plan of Balloon
Indebtedness™) which will include the following:

e the proposed debt structure, including the principal and interest payments, and
terms and life of the debt issue, exhibiting that the proposed refunding debt’s
structure is more level or declining than the refunded debt’s structure;

s a schedule or graph showing the County’s total debt service for the fund in which
the proposed debt is being issued, both pre and post issuance, showing the revenue
required to service the debt for each fiscal year debt remains outstanding.



‘o dschedule or.graph:showing the percentage of debt retlred every five years on both
. the propoesed:debt-and.overall debt; - :

Additionally, in addition to-the-above, if the County intends:to extend the proposed debt
for a term longer than the original debt as Balloon Debt and/or in a structure other than
maturity to-maturity the analysis will: include:.
o aschedule(s) or graph(s) showing whether the proposed structure, when.compared
to.a level debt structure: : ' :

o increases the interest cost-for a capltal project,

o reduces future available debt capacity, or
decreases the financial flexibility of the County Commission to use its revenue streams for
-other purposes cornpared to a level debt structure :

1

V. DEBT PLAN REVIEW

1) General Guidance

"The guidelines-outlined herein‘are only intended to provide general direction regarding the
future issuance of Debt. The County Commission maintairis the right to-modify this Debt
Plan and may make-exceptions to‘any oftits guidelines:at any -time to the extent that the
execution of such Debt achieves the goals of the County as long as such exceptions or
changes are ¢onsistent with fTCA and -any rulesiand regulatlons promulgated by’ the State.
o i e ot Loan coan o Lot s 1

This Debt Pian shouid be rev1ewed regularly with the DMP by the L,ounty Commission
and from time to time as! cuoumstances such as,durmg fthe planmng 10f >new debt issuances,

" rules’and regulations Wartant:, © S T N s D G

.2) . Designated Official: . .- T 1 P I

The - County Mayor -and Finance- Brrector are responsrble for ensurmg substantial
comphance Wlth thlS Debt Plan. :: St e -
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Anderson County, Tennessee
Balloon Debt Management Plan

INTRODUCTION

This Balloon Debt Management Plan (the “Debt Plan”) is a written guideline to manage,
reduce, and mitigate the effect of existing Balloon Debt on the County’s financial condition
and to issue future debt structured with level principal payments or a level debt
amortization. The County has previously issued Balloon Debt as defined by Public Chapter
766, Acts of 2014 (“Balloon Debt”). This outstanding Balloon Debt has reduced the
County’s future capacity to issue debt and its financial flexibility to meet future needs. The
purpose of this Debt Plan is to improve the quality of management and legislative decisions
for the County regarding the structure of its current and future debt issuances consistent
with the County’s Debt Management Policy’s (“DMP”) goals and to do what is in the best
interest of the County and its taxpayers.

Policy Statement: It is in the best interest of the County’s citizens to
maintain a debt portfolio utilizing individual debt issues in a manner that
minimizes interest paid, the real cost of debt, and other related costs as well
as repaying principal as rapidly as possible to create financial flexibility and”
future debt capacity. Balloon Debt does not generally meet these objectives.

This Debt Plan formally establishes parameters for structuring debt and managing a debt
‘portfolio that considers: ' ' ’

specific current capital improvement needs,

future capital improvement needs,

ability to repay financial obligations,

impact on future debt capacity and revenues a\'/ailable’for operations, and
existing legal, economic, and financial market conditions.

0O 0 0 0O

Specifically, the intent of the plan outlined in this document is to assist in the following:

o To guide the County Commission in debt issuance decisions

To establish a County Commission policy to issue new money debt that is not
Balloon Debt as defined by T.C.A. § 9-21-134

To manage and mitigate the County’s currently outstanding Balloon Debt

To create future debt capacity

To promote sound financial management

To protect the County's credit rating

O

O 0 OO

The Debt Plan will be divided into four (4) sections for each of the major funds that have
debt: County’s General Debt Service Fund, Rural School Debt Service Fund (Rural



IL.

Elementary School Fund), Education Debt Service Fund (Rural High School Fund) and
General Purpose School Fund.

The County Commission will regularly review this Debt Plan and its DMP and make
revisions and updates, if warranted. The County Commission will utilize this Debt Plan
with its DMP when planning future debt issues. If the County Commission plans to issue
Balloon Debt in the future, it will review this Debt Plan and ensure it follows the Debt Plan

guidance.

GOALS‘ AND OBJECTIVES

The County’s goal is to issue debt structured in a manner that:

e mimmizes the real cost of debt: interest payments;
e creates future debt capac1ty within its projected future revenue stream to meet the
County’s capital needs; and
e provides financial flexibility by reducing future calls on the County’s revenues for
annual debt service. -

Objective 1:

Create future debt capacity within the projected debt service revenue stream

o w1th an overall declining structure-for-the County’s debt portfolio and the

Objective 2:

Objective 3:

Objective 4:.
Objective 5:

Objective 6:

ﬂex1b111ty to use that debt service revenue stream for future operations or
other needs of the County. '

Issue new debt with a level or declining debt payinent stfuctiire.

Manage the County’s currently outstandmg Balloon Debt in a manner that

mitigates its effects on the County’s future revenues, if possxble by:

e restructuring;

e carly repayment;

e delaying of capital projects until capacity is available to issue debt
structured w1th level or declining payment;

e or such action available within its financial capacity to manage debt

Understand any proposed transaction and reasonable alternatives before
taking action

Explain to the County’s citizens any proposed transaction including the cost
and risks.

Protect and improve the County's credit rating by managing the County’s
current Balloon Debt and by issuing future debt with a level or declining

payment structure.



Objective 7: Use the Debt Plan as a guide to determine when it is in the citizens’ best
interest to incur additional interest and other costs and risks incurred with
the issuance of debt with a balloon structure.

III. HISTORY

In 2011, the County’s cash position was dangerously low and the County was unwilling to raise
revenues to fund additional debt issues while still struggling from the significant economic
downturn that started during the Great Recession of 2008. Since that time, the County has
eliminated all of its balloon debt in the General Debt Service Fund except the General Obligation
Refunding Bonds, Series 2017 (the “Series 2017 Bonds”).

COUNTY’S GENERAL FUND DEBT
In the past, the County issued Balloon Debt as described by T.C.A. § 9-21-134.

a. The Series 2017 Bonds are callable on May 1, 2023, and it is the County’s goal to
eliminate this balloon debt in the future if the County is able to economically
refinance the Series 2017 Bonds.

Impact of Outstanding Balloon Debt : air AN

e Due to its low cash position experienced during the Great Recession, the County
implemented its current General Fund - Fund Balance Policy. This policy has resulted
in the County’s General Fund balance to be over $12,000,000 of restricted and
unrestricted funds at year ended June 30, 2020.

e The County also placed a stronger emphasis on funding the Capital Project Fund to
fund smaller projects and equipment purchase since nearly all of the revenues of the
General Debt Service Fund are utilized until 2035.

At the time of the writing of this policy, total annual debt service payments are
approximately level until 2025. Under the current revenue stream, the County does not
have sufficient debt capacity to issue any new debt for substantial capital needs. Asaresult,
the County will not be able to issue future debt for new projects as level debt utilizing the
existing revenue stream, as described by T.C.A. § 9-21-134. See attached County GDSF

Debt Chart.

RURAL SCHOOL DEBT SERVICE FUND (Rural Elementary School)

In the past, the County issued Balloon Debt as described by T.C.A. § 9-21-134.



a. In 2011, the County refunded existing variable rate debt paid from the Rural Debt
Service Fund (RDSF) to delay principal payments to bring debt service expenses in
line with the estimated revenues for the RDSF and to lower interest rate risk by
issuing the refunding debt as fixed interest rate.

b. The County also issued new debt in 2011 to fund renovations and -expansions and
new construction with the County’s school system. That debt was originally
structured as Balloon Debt to delay the repayment of a majority of the principal.
However, this debt has since been refinanced and/or paid down and is no longer
considered Balloon Debt. 4

c. In 2014, the County issued more debt to finance energy conservation projects and
additional renovations at its schools. The County selected a repayment structure to
match the projected savings from the energy conservation improvements and as a
result a portion of the principal was delayed resulting in Balloon Debt.

Impact of Outstanding Balloon Debt

The County structured the 2011 RDSF debt issues with the understanding that any major
future borrowing would require either a néw:revenue source or an increase in the current
source to fund new debt service or that it would issue future debt with a Balloon Debt
structure to delay principal payments, potentially increasing the total cost of debt for the
original project(s). This Balloon Debt structure reduced future debt. capacity.within.the
revenue stream for the RDSFE. Subsequently, the County issued additional debt with a
Balloon Debt structure in fiscal year 2014.

. The total annual payments are approximately level until 2026, then the payments decrease
- by approximately- -$540,000 per vyear.- - -Due-to-the.-annual -debt—payments being
approximately level, the County will need to find new revenue sources for any substantial
new debt in the future. As a result, the County will not be able to issue future debt for new
projects as level debt, as described by T.C.A. § 9-21-134, until 2027 and annual debt service
cannot exceed $540,000 during the period 2027 to 2031 without a new reyenue source. See
attached County RDSF (Rural Elementary School) Debt Chart.

EDUCATION DEBT SERVICE FUND (Rural High S.chool)
In the past, the County issued Balloon Debt as described by T.C.A. § 9-21-134.

a. In 2011, the County refunded existing variable rate debt paid from the Education
Debt Service Fund (EDSF) to delay principal payments to bring debt service
expenses in line with the estimated revenues for the EDSF and to lower interest rate
risk by issuing the refunding debt as fixed interest rate. :

b. The County also issued new debt in 2011 to finance renovations and expansions
and new construction within the County’s school system. That debt was structured
as Balloon Debt to delay the repayment of a majority of the principal. However,



this debt has since been refinanced and/or paid down and is no longer considered
Balloon Debt.

c. In 2014, the County issued more debt to finance energy conservation projects and
additional renovations at its schools. The County selected a repayment structure to
match the projected savings from the energy conservation improvements and as a
result a portion of the principal was delayed resulting in Balloon Debt.

Impact of Outstanding Balloon Debt

The County structured these EDSF debt issues with the understanding that any major future
‘borrowing would require either a new revenue source or an increase in the current source
to fund new.debt service or that it would issue future debt with a Balloon Debt structure
delaying principal payments, potentially increasing the total cost of debt for the original
project(s). This -Balloon Debt structure reduced future debt capacity within the revenue
stream for the RDSF. Subsequently, the County issued additional debt W1th a Balloon Debt
structure 1n ﬁscal year 2014.

The total"annu-al payments are approximately level until 2031 when the -payments on the
outstanding debt are complete. Due to the annual debt payments being approximately level,

» the County will need to-find new revenue sources for any substantial new:debt in the future.
* A$ a result, the County will not be able to issue future debt for new prmect&as level.debt,

as described by T.C:A. § 9-21-134, until 2031 without'a new revenue source. See attached
County EDSF (Rural High School) Debt Chart. 3

GENERAL PURPOSE SCHOOL FUND DEBT

IV.

The General Purpose School Fund- aspires to issue future debt as level debt.

The small amount of General Purpose School Fund debt will be retired in in 2022 and is
not considered Balloon Debt.. See attached General Purpose School Fund Debt Chart.

PROCEDURE

The County Commission seeks to issue future debt for new large capital projects as level
debt. The County Commission seeks to fund certain smaller capital projects using the
monies appropriated and accumulated in the Capital Project Fund. The County
Commission; within its available firiancial resources, seeks to take action to mitigate the
effects of its currently outstanding Balloon Debt on the County’s future revenues. The
intent is to create sufficient future debt capacity to issue debt for capital projects without
restructuring outstanding debt into Balloon Debt or issuing new money debt as Balloon

Debt.

If it is determined that is in the public interest to issue New Debt, as defined under the
“New Debt” heading below, or Outstanding Balloon Debt, as defined under the



“Outstanding-Balloon Debt heading below, thatresults in an-extension of the original final
maturity, as defined below, as Balloon Debt, the County Mayor will present a Plan of
Balloon Indebtedness, as defined below, as prepared by the County’s staff and/or its
supporting financial professionals, to the appropriate County Comimittee.

The Plan of Balloon Indebtedness-will detail the transaction-and explain why it is in the
public’s interest. The Plan of Balloon Indebtedness will include the requisite information
as outlined in the sections below entitled New Debt and Qutstanding Balloon Indebtedness;
as applicable. A majority of the appropriate County Committee shall determine if the
structure of the transaction.described in the Plan of Balloon Indebtedness is.in the public’s
interest and if it is to be submitted to the Division of Local Government Finance for
approval. The Plan of Balloon Indebtedness will ,be submitted -to the Division of Local
Government Finance for approval.in accordance with .- T.C.A. § 9-21-134 prior to the
adoption of any authorizing resolution for debt structured as Balloon Debt.

If it is determined by the County Mayor as the Chief Executive Officer that is in the public
interest to issue Outstanding Balloon Indebtedness that is a current refunding or an advance
. refunding that generates at least a 3.0% net present value:savings, as a maturity to maturity
refunding that results in Balloon Debt, the County Mayoer may submit the maturity to
maturity refunding Plan of Balloon Indebtedness as prepared by the County’s staff and/or
its supporting financial professionals, directlyito Division of Local Government Finance
for approval in accordance with T.C.A. § 9-21-134. pI'lOI‘ 1o the adoptlon of any authorizing
resolution for debt structured as Balloon: Debt. P :

The Plan of Balloon Indebtedness will include the requisite: information as outlined in the
sections_below _entitled New Debt and Outstandmg Balloon.Indebtedness, as apphcable
and why it is in the public’s interest to issue. Balloon Indebtedness.. - ¢

A debt authorization resolution that structures the debt as Balloon Debt will not be adopted
until approval of the Plan of BQLIQ_QQ Ind_gb_’g&_:_d_r_le§§ 1s recewed from the Division of Local
‘Government Finance. If the County Commission determines it will issue debt structured
as Balloon Debt, it will provide the Plan of Balloon Indebtedness and the approyval from

the Division of Local Government Finance to the public.

New Debt

It is the desire of the County Commission to is'sge all new debt with a level debt structure.
Balloon Debt structures can oftentimes increase the interest cost for a capital project, reduce
future available debt capacity, and decrease the financial flexibility of the County
Commission to use its revenue streams for other purposes. Such payment structures can
sometimes be an indicator of financial stress. To comply with T.C.A. § 9-21-134 all new
debt should be issued with a level debt or faster principal payment structure.



If the County Commission considers issuance of debt structured as Balloon Debt (as
described by T.C.A. § 9-21-134) for future new projects, it will determine if it is in the
public’s best interest to utilize Balloon Debt. The County will ensure that any projected
revenues used to secure debt will:

¢ be sufficient to pay for the debt being considered,

» be sufficient to pay all of its other existing outstanding debt service secured by the
same projected revenues, and

¢ not hinder the County’s ability to fund future capital needs or to fund future debt
service in a level payment structure.

The County Commission shall also consider:

e the possible reduction of the County’s future debt capacity within the current
projected revenue stream; and ‘
o the flexibility to use future revenues for other purposes.

The County Commission will evaluate the specific justification for issuing debt structured
as Balloon Debt. At the time the County Commission considers whether a proposed debt
issue with a Balloon Debt structure is in the public’s best interest, it will disclose to the
- public amanalysis{“Plan of Balloon Indebtedness”) which will-include the following:

e the proposed debt structure, including the principal and interest payments, and
terms and life of the debt issue; »

e aschedule or graph showing the County’s total debt service for the fund in which
the proposed debt is being issued, both pre and post issuance, showing the revenue
required to service the debt for each fiscal year debt remains outstanding.

e aschedule or graph showing the percentage of debt retired every five years on both
the proposed debt and overall debt; ,

e aschedule(s) or graph(s) showing whether the proposed structure, when compared
to a level debt structure: -

o increases the interest cost for a capital project,

o reduces future available debt capacity, or

o decreases the financial flexibility of the County Commission to use its
revenue streams for other purposes compared to a level debt structure.

Outstanding Balloon Debt

The County Commission will manage currently outstanding Balloon Debt in a manner that
mitigates its effects on the County’s future revenues, if possible, by:

e restructuring;
e early repayment;



e in .extreme conditions and fiscal distress, delaying of capital projects
until capacity is available to issue debt structured with level or declining
payment; or

* such action available within its financial capacity to manage debt.

Whenever possible, the County Commission seeks either to restructure such Balloon Debt
into a more level debt payment structure or to repay at a faster rate than the original
structure. This may be achieved by refunding debt on a maturity to maturity basis or more
level structure when interest rate savings can be achieved or by prepaying debt early with
cash.

If for savings, the County Commission considers issuing refunding: debt structured as
Balloon Debt (as described by T.C.A. § 9-21-134) to refund outstandmg debt with a
Balloon Debt structure, it will determine if it is in the public’s best interest. In making its
determination, the County Commission will consider whether the benefits of a Balloon
Debt structure outweigh: :

* the possible reduction of the County’s future debt capacity within the current
projected revenue stream; and - )
* . the flexibility to.use future revenues.for other purposes.

The C’ounty Commission will be provided with an analysis that will allow it to determine
that-any ;projected revenues used to secure debt will: -

. be sufficient to pay for the debt being considered,
- e besutficient to pay all of its 6therexisting outstandmg debt service secured by the ~
same projected revenues, and -
e not hinder the County’s ability to fund future capital needs or to fund future debt
service in a level payment structure.

For maturity to maturity refundings, the County Commission will evaluate the specific
Justification for issuing debt structured as Balloon Debt. At the time the County
Commission considers whether a proposed debt issue with a Balloon Debt structure is in
the public’s best interest, it will disclose to the public an analysis (“Plan of Balloon
Indebtedness”) which will include the following:

e the proposed debt structure, including the principal and interest payments, and
terms and life of the debt issue, exhibiting that the proposed refunding debt’s
structure is more level or declining than the refunded debt’s structure;

e aschedule or graph showing the County’s total debt service for the fund in which
the proposed debt is being issued, both pre and post issuance, showing the revenue

required to service the debt for each fiscal year debt remains outstanding.



e aschedule or graph showing the percentage of debt retired every five years on both
the proposed debt and overall debt;

Additionally, in addition to the above, if the County intends to extend the proposed debt
for a term longer than the original debt as Balloon Debt and/or in a structure other than
maturity to maturity the analysis will include:
e aschedule(s) or graph(s) showing whether the proposed structure, when compared
to a level debt structure:

o increases the interest cost for a capital project,

o reduces future available debt capacity, or
decreases the financial flexibility of the County Commission to use its revenue streams for
other purposes compared to a level debt structure.

V. DEBT PLAN REVIEW

1) General Guidance

The guidelines outlined herein are only intended to provide general direction regarding the
future issuance of Debt. The County Commission maintains the right to modify this Debt
Plan and may make exceptions to any of its guidelines at any time to the extent that the
- execution of suech Debt achieves the goals of the County as long as-such exceptions or:s-
changes are consistent with TCA and any rules and regulations promulgated by the State.

This Debt Plan should be reviewed regularly with the DMP by the County Commission
and from time to time as circumstances, such as during the planning of new debt issuances,
rules and regulations warrant.

2) Designated Official .

The County Mayor and Finance Director are responsible for ensuring substantial
compliance with this Debt Plan.



General Debt Service Fund - Callable Anytime at 101

$1,400,000
Anderson County, Tennessee
General Obligation Capital Outlay Notes, Series 2017A
Regions Bank - TIC 2.35%

Debt Service

Date Principal Coupon Interest Total P+I Fiscal Total
06/01/2021 - - - - -
12/01/2021 - - 8,025.25 8,025.25 -
06/01/2022 111,000.00 2.350% 8,025.25 119,025.25 -
06/30/2022 - - - - 127,050.50
12/01/2022 - ‘ - 6,721.00 6,721.00 -
06/01/2023 115,000.00 2.350% 6,721.00 121,721.00 -
06/30/2023 - - - - 128,442.00
12/01/2023 - - 5,369.75 5,369.75 -
06/01/2024 118,000.00 2.350% 5,369.75 . 123,369.75 -
06/30/2024 - - - - 128,739.50
12/01/2024 - - 3,983.25 ) 3,983.25 -
06/01/2025 121,000.00 2.350% 3,983.25 124,983.25 -
06/30/2025 - - - - 128,966.50
12/01/2025 - - 2,561.50 2,561.50 -
06/01/2026 124,000.00 2.350% 2,561.50 126,561.50 -
06/30/2026 - - - - 129,123.00
12/01/2026 - - 1,104.50 1,104.50 -
06/01/2027 94,000.00 2.350% 1,104.50 95,104.50 -
06/30/2027 - - - - 96,209.00

Total $683,000.00 - $55,530.50 $738,530.50 -

Date And Term Structure

DAALEM......ceouereeireeeeeeire e ce e reeteere s eseer et trer e sr e aae s e r e e e a e e e s £ s e e So S e s st s ee e ere e eReeaesae s e e e et eeiat e sas e neseere s eneentense et et anereans 6/01/2021
FIESt COUPON DALE. ..ottt ettt et eac e b e et st aaes b e bbb aat b s s aa e et £ e4 € o6 e ses e s 22 et st eb 2 b e et b ea seesnnt e e s emnecreebenseneannnnne 12/01/2021
Frequency of Interest Payments..........ccccooceivrvienneene. . eeteeeesea e e et e a s ne e R e bt e m e e st steat e et n e n e s e reaseaseetannans 2 Per Year
First Serial MAtUILY DL .......c.ooooeieie e cieeteeecee et etetsesaeessese s e s sreseasesere sae e s se e e e e eee s aentasaenasnsensaseamaseasersaeeansensasseasessassensanerssssaensessrsans 6/01/2022
Yield Statistics

AVETAZE COUPON..c.ecniiieeieeeuisieiereeae e castete st senassteeeseatesesras seeaaesesae seesesaraessenesesassatsee seesieessessesets et st carasenes seasrassoesesscmmemnenss seremssersneenenrenes 2.3500000%
Weighted Average Maturity...........cccccvnneneee 3.460 Years
Bond Year Dollars..........cococevinneenieernccnnenees $2,363.00
Bond Yield for Arbitrage Purposes... 2.3500000%
True Interest Cost (TIC).....oovomrrrececcreerierveerenerenes 2.3500000%

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG

(V3]



General Debt Service Fund - Monthly Interest - Annual Principal on May 25 - Budget Rates - Callable Anytime -
$3,000,000
Anderson County, Tennessee
TMBF Loan, Series 2006 (Jail)
Budgeted at 5.00% - Dated May 22, 2006

Debt Service

Date Principal Coupon Interest Total P+l Fiscal Total
05/25/2021 - - - - -
05/25/2022 187,000.00 3.000% 23,520.00 210,520.00 -
06/30/2022 - - - - 210,520.00
05/25/2023 193,000.00 3.000% 17,910.00 210,910.00 -
06/30/2023 - - - - 210,910.00
05/25/2024 199,000.00 3.000% 12,120.00 211,120.00 -
06/30/2024 - - - - 211,120.00
05/25/2025 205,000.00 3.000% 6,150.00 211,150.00 -
06/30/2025 - - - - 211,150.00

Total $784,000.00 - $59,700.00 $843,700.00 -

Date And Term Structure

Dated.... . eeeesreesresesesesesssesestsessasseseseseseseseseiesesassesreecrtuthenestntonat et etarc et e e e anen et se s b s se et aesan et s s s eesaeseeranenenen 5252021
FArSt COUPON DALE.....o..cuiiirieiie ettt et i st r s ea e b e s s et e b s e S e e e s e s sh e s e b e s s s b are S e A en s e n b s snase e ae e e 512512022
Frequency of INterest PAYMENS......c...cco ittt e b e ea s s e b e e e 1 Per Year
First SErial MATUITLY DALe...........ceueieierrucaceerareeereseeessroecietesee st cesesseeesanesmars st st sea s ses s s e s m e e s e ae s e st s s s ae s e bese e s s e sees et bas e s rnbasabesesnsns 5/25/2022

Yield Statistics

AVETAZE COUPON....reerererreeecreeecrsernereeeerescersteseserssssasssansssesssasaransennes 3.0000000%
Weighted Average Maturity..................... 2.538 Years
Bond Year Dollars.........cccocecveereeraesenenens $1,990.00
Bond Yield for Arbitrage Purposes... 2.9778313%
True Interest Cost (TIC)....cuio e e 2.9778313%

Cumberland Securities Company, Inc.
Tennessee Public Finance - SPG



