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 The $9,750,000 Electric System Revenue Refunding Bonds, Series 2016 (the “Bonds”) shall be issued by the City of 

Fayetteville, Tennessee (the “City”) as book-entry-only Bonds in denominations of $5,000 and authorized integral multiples 

thereof.  The Bonds will be registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New 

York (“DTC”) except as otherwise described herein.  DTC will act as securities depository of the Bonds. So long as Cede & Co. is 

the registered owner of the Bonds, as the nominee for DTC, principal and interest with respect to the Bonds shall be payable to 

Cede & Co., as nominee for DTC, which will, in turn, remit such principal and interest to the DTC participants for subsequent 

disbursements to the beneficial owners of the Bonds.  Individual purchases of the Bonds will be made in book-entry-only form, in 

denominations of $5,000 or integral multiples thereof and will bear interest at the annual rates as shown below. Interest on the 
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December 1 by check or draft mailed to the owners thereof as shown on the books and records of Regions Bank, Nashville, 

Tennessee, the registration and paying agent (the “Registration Agent”).  In the event of discontinuation of the book-entry system, 

principal of and interest on the Bonds are payable at the designated corporate trust office of the Registration Agent. 
 

 The Bonds are payable solely from and secured by a pledge of the income and revenues to be derived from the operation 
of the Issuer’s electrical power distribution system (the “System”) subject only to the payment of the reasonable and necessary 
costs of operating, maintaining, repairing, and insuring the System, and on a parity and equality of lien with certain other revenue 
bonds of the Issuer as described herein.  The owner of these Bonds shall have no recourse to the taxing power of the Issuer. 

 

 Bonds maturing June 1, 2024 and thereafter are subject to redemption prior to maturity on or after June 1, 2023. 
 

Maturity 

(June 1) 

 

Amount 

Interest 

Rate 

 

Yield 

 

CUSIPS ** 

2017 $    30,000  2.00%  0.80%  312867 GK4 

2018 30,000 2.00 0.90  312867 GL2 

2019 30,000 2.00 1.00  312867 GM0 

2020 30,000 2.00 1.10  312867 GN8 

2021 810,000 2.00 1.15  312867 GP3 

2022 845,000 2.00 1.25  312867 GQ1 

2023 875,000 2.00 1.35  312867 GR9 

2024 910,000 2.00 1.45 c 312867 GS7 

2025 1,490,000 2.00 1.55 c 312867 GT5 

2026 1,530,000 2.00 1.70 c 312867 GU2 

2027 1,565,000 2.00 1.80 c 312867 GV0 

2028 1,605,000 2.00 1.90 c 312867 GW8 
 

c = Yield to call on June 1, 2023. 

 

This cover page contains certain information for quick reference only.  It is not a summary of this issue.  Investors must 

read the entire OFFICIAL STATEMENT to obtain information essential to make an informed investment decision. 
 

The Bonds are offered when, as and if issued by the City, subject to the approval of the legality thereof by Bass, Berry & 

Sims PLC, Nashville, Tennessee, bond counsel, whose opinion will be delivered with the Bonds.  Certain legal matters will be 

passed upon from John D. Hill, Jr., counsel to the City.  It is expected that the Bonds will be available for delivery through the 

facilities of DTC, New York, New York, on or about May 27, 2016. 
 

Cumberland Securities Company, Inc. 
Financial Advisor 

May 5, 2016    



 

 

This Official Statement speaks only as of its date, and the information contained herein is subject to 

change.  

 

This Official Statement may contain forecasts, projections, and estimates that are based on current 

expectations but are not intended as representations of fact or guarantees of results. If and when included in this 

Official Statement, the words "expects," "forecasts," "projects," "intends," "anticipates," "estimates," and 

analogous expressions are intended to identify forward-looking statements as defined in the Securities Act of 1933, 

as amended, and any such statements inherently are subject to a variety of risks and uncertainties, which could 

cause actual results to differ materially from those contemplated in such forward-looking statements. These 

forward-looking statements speak only as of the date of this Official Statement. The Issuer disclaims any obligation 

or undertaking to release publicly any updates or revisions to any forward-looking statement contained herein to 

reflect any change in the Issuer's expectations with regard thereto or any change in events, conditions, or 

circumstances on which any such statement is based.  

 

This Official Statement and the Appendices hereto contain brief descriptions of, among other matters, the 

Issuer, the Bonds, the Resolution, the Disclosure Certificate (as defined herein), and the security and sources of 

payment for the Bonds. Such descriptions and information do not purport to be comprehensive or definitive. The 

summaries of various constitutional provisions and statutes, the Resolution, the Disclosure Certificate, and other 

documents are intended as summaries only and are qualified in their entirety by reference to such documents and 

laws, and references herein to the Bonds are qualified in their entirety to the forms thereof included in the 

Resolution.  

 

The Bonds have not been registered under the Securities Act of 1933, as amended, and the Resolution has 

not been qualified under the Trust Indenture Act of 1939, in reliance on exemptions contained in such Acts. This 

Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any 

sale of the Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer, 

solicitation, or sale. 

 

No dealer, broker, salesman, or other person has been authorized by the Issuer or the Underwriter to give 

any information or to make any representations other than those contained in this Official Statement, and, if given 

or made, such other information or representations should not be relied upon as having been authorized by the 

Issuer or the Underwriter. Except where otherwise indicated, all information contained in this Official Statement 

has been provided by the Issuer. The information set forth herein has been obtained by the Issuer from sources 

which are believed to be reliable but is not guaranteed as to accuracy or completeness by, and is not to be 

construed as a representation of the Underwriter. The information contained herein is subject to change without 

notice, and neither the delivery of this Official Statement nor any sale made hereunder shall under any 

circumstances create an implication that there has been no change in the affairs of the Issuer, or the other matters 

described herein since the date hereof or the earlier dates set forth herein as of which certain information contained 

herein is given. 

 

In connection with this offering, the Underwriter may over-allot or effect transactions which stabilize or 

maintain the market prices of the Bonds at a level above that which might otherwise prevail in the open market. 

Such stabilizing, if commenced, may be discontinued at any time. 

 

** These CUSIP numbers have been assigned by Standard & Poor’s CUSIP Service Bureau, a division of the 

McGraw-Hill Companies, Inc., and are included solely for the convenience of the Bond holders.  The City is not 

responsible for the selection or use of these CUSIP numbers, nor is any representation made as to their correctness on 

the Bonds or as indicated herein. 
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SUMMARY STATEMENT 
 

 The information set forth below is provided for convenient reference and does not purport to be complete and 

is qualified in its entirety by the information and financial statements appearing elsewhere in this Official Statement.  

This Summary Statement shall not be reproduced, distributed or otherwise used except in conjunction with the 

remainder of this Official Statement.  

 

Issuer  ............................................ City of Fayetteville, Tennessee (the “City”, “Municipality” or “Issuer”)   See 

APPENDIX B contained herein.   

 

The Bonds ...................................... $9,750,000 Electric System Revenue Refunding Bonds, Series 2016 (the “Bonds”).   

 

Security .......................................... The Bonds will be issued pursuant to and secured by bond resolutions of the City 

and will be payable solely from the net revenues of the Systems, as further described 

herein. 

    

Purpose  ......................................... The Bonds are being issued for the purpose of providing funds for refunding all or a 

portion of the Fayetteville Public Utility System’s outstanding Electric System 

Revenue Bonds, Series 2007, dated December 5, 2007 maturing June 1, 2021 and 

thereafter. 

 

Optional Redemption .................... The Bonds are subject to optional redemption prior to maturity on or after June 1, 

2023, at the redemption price of par plus accrued interest.  See section entitled 

“SECURITIES OFFERED - Optional Redemption”.   

 

Tax Matters .................................... In the opinion of Bond Counsel, based on existing law and assuming compliance 

with certain tax covenants of the City, interest on the Bonds is excluded from gross 

income for federal income tax purposes and is not an item of tax preference for 

purposes of the federal alternative minimum tax imposed on individuals and 

corporations; however, such interest is taken into account in determining the adjusted 

current earnings of certain corporations for purposes of the alternative minimum tax 

on corporations.  Interest on the Bonds will be exempt from certain taxation in 

Tennessee, all as more fully described in the section entitled “LEGAL MATTERS-

Tax Matters” and APPENDIX A (form of opinion) included herein.   

 

Bank Qualification ........................ The Bonds have been designated or deemed designated as “qualified tax-exempt 

obligations” within the meaning of Section 265 of the Internal Revenue Code of 

1986, as amended.  See the section entitled “LEGAL MATTERS - Tax Matters” for 

additional information. 

 

Rating ............................................. Standard & Poor’s:  “A+”.  See the section entitled “MISCELLANEOUS - Rating” 

for more information. 

 

Registration and Paying Agent ..... Regions Bank, Nashville, Tennessee (the “Registration Agent”). 

 

Bond Counsel ................................ Bass, Berry & Sims PLC, Nashville, Tennessee.  

 

Financial Advisor .......................... Cumberland Securities Company, Inc., Knoxville, Tennessee.  See the section 

entitled “MISCELLANEOUS - Financial Advisor; Related Parities; Others”, herein. 

 

Underwriter .................................... Robert W. Baird & Co., Incorporated, Milwaukee, Wisconsin. 

 

Book-Entry-Only ........................... The Bonds will be issued under the Book-Entry-Only System except as otherwise 

described herein.  For additional information, see the section entitled “BASIC 

DOCUMENTATION – Book–Entry-Only System”. 
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General ......................................... The Bonds are being issued in full compliance with applicable provisions of Title 9, 

Chapter 21, Tennessee Code Annotated, as supplemented and revised.  See the 

section entitled SECURITIES OFFERED herein. The Bonds will be issued with 

CUSIP numbers and delivered through the facilities of the Depository Trust 

Company, New York, New York. 

 

Disclosure ...................................... In accordance with Rule 15c2-12 promulgated under the Securities Exchange Act of 

1934 as amended, the City will provide the Municipal Securities Rulemaking Board 

(“MSRB”) through the operation of the Electronic Municipal Market Access system 

(“EMMA”) and the State Information Depository (“SID”), if any, annual audited 

financial statements and other pertinent credit or event information, see the section 

entitled “MISCELLANEOUS-Continuing Disclosure.” 

 

Other Information .......................... The information in the Official Statement is deemed “final” within the meaning of 

Rule 15c2-12 promulgated under the Securities Exchange Act of 1934 as of the date 

which appears on the cover hereof.   For more information concerning the City, or 

the OFFICIAL STATEMENT, contact Jon Law, Mayor, 110 Elk Avenue South, 

Fayetteville, Tennessee 37334, Telephone: (931) 433-6154; or the City's Financial 

Advisor, Cumberland Securities Company, Inc., Telephone: (865) 988-2663.  

   NET ASSETS 
Summary of Changes in Net Assets 

(In Thousands) 

For the Fiscal Year Ended June 30 

 

 2011 2012 2013 2014 2015 

Beginning Net Position $42,138,006 $44,539,070 $46,423,411 $48,643,130 $51,859,215 

Revenues 45,736,819 43,047,044 44,800,386 46,537,461 46,079,243 

Expenditures 42,369,522 40,192,313 41,019,958 42,271,931 42,504,058 

Other Financing Sources (695,201) (806,770) (740,146) (726,047) (716,775) 

Capital Contributions 403,294 522,292 255,069 272,633 340,768 

Transfers Out (674,326) (685,912) (750,579) (801,136) (811,562) 

Adjustments - - (295,053) 205,105 - 

Ending Net Position $44,539,070 $46,423,411 $48,643,130 $51,859,215 $54,246,831 
 

Source:  Comprehensive Annual Financial Report for Fayetteville Electric System, Fayetteville, Tennessee. 
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$9,750,000 
CITY OF FAYETTEVILLE, TENNESSEE 

 

Electric System Revenue Refunding Bonds, Series 2016 

 

 

SECURITIES OFFERED 
 

 

AUTHORITY AND PURPOSE 
 

 This OFFICIAL STATEMENT which includes the Summary Statement hereof and appendices 

hereto is furnished in connection with the offering by the City of Fayetteville, Tennessee (the “City”, 

“Municipality” or “Issuer”) of its $9,750,000 Electric System Revenue Refunding Bonds, Series 2016 

(the “Bonds”).    

 

 The Bonds are authorized to be issued pursuant to the provisions of Chapter 34, Title 7, and 

Chapter 21, Title 9, Tennessee Code Annotated, as amended, and other applicable provisions of the law 

and pursuant to resolutions (the “Resolution”) adopted by the City Council of the City (the “Board”) on 

April 12, 2016. 

 

 The Bonds are being issued for the purpose of refinancing, in whole or in part, (i) the City’s 

Outstanding Debt, as described below, and (ii) the payment of legal, fiscal, administrative costs incident 

to the indebtedness described herein. 

 

REFUNDING PLAN 

 

 The City is proposing to refinance the City’s outstanding Electric System Revenue Bonds, 

Series 2007, dated December 5, 2007 maturing June 1, 2021 and thereafter (the “Series 2007 Bonds” or 

“Outstanding Debt”). 

 

As required by Title 9, Chapter 21, Part 9 of Tennessee Code Annotated as supplemented and 

revised, a plan of refunding (the “Plan”) relating to the refunding of the Outstanding Debt was 

submitted to the Director of the Office of State and Local Finance for review.   

 

DESCRIPTION OF THE BONDS 
 

 The Bonds will be dated and bear interest from the date of issuance May 27, 2016.  Interest on the 

Bonds will be payable semi-annually on June 1 and December 1, commencing December 1, 2016.  The 

Bonds are issuable in registered book-entry form only and in $5,000 denominations or integral multiples 

thereof as shall be requested by each respective registered owner. 

  

 The Bonds shall be signed by the Mayor and shall be attested by the City Recorder.  No Bond 

shall be valid until it has been authenticated by the manual signature of an authorized representative of the 

Registration Agent and the date of authentication noted thereon. 
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SECURITY 

 
 The Bonds, and interest hereon, are payable solely from and secured by a pledge of the income 
and revenues to be derived from the operation of the System, subject only to the payment of the 
reasonable and necessary costs of operating, maintaining, repairing, and insuring the System on a 
complete parity and equality of lien with the Electric System Revenue Bonds, Series 2007, dated 
November 16, 2007 (the “2007 Bonds”), and the Electric System Revenue Bonds, Series 2009, dated 
August 28, 2009 (the “2009 Bonds”).  Neither the full faith and credit nor the taxing power of the 
Municipality shall be pledged or deemed to be pledged to the payment of the Bonds, but said 
Bonds shall be payable solely from and secured by the Net Revenues of the System, subject to the 
payment of certain costs.   
 

 “Current Expenses” means and shall include but not be limited to, expenses for ordinary repairs, 

removals and replacements of the System, salaries and wages, employees' health, hospitalization, 

pension and retirement expenses, fees for services, materials and supplies, rents, administrative and 

general expenses (including legal, engineering, accounting and financial advisory fees and expenses and 

costs of other consulting or technical services not funded with proceeds of bonds, notes or other debt 

obligations), insurance expenses, taxes and other governmental charges, the imposition or amount of 

which is not subject to control of the Utilities Board, any payments made by the Municipality or by the 

Utilities Board on behalf of the Municipality during any Fiscal Year to purchase electrical power for 

distribution and sale during or after the end of that Fiscal Year, and other payments made under any 

electrical power supply contract or commodity swap or other hedging mechanism, and any principal or 

interest payments made by the Municipality or by the Utilities Board on behalf of the Municipality 

during any Fiscal Year on bonds, notes or other obligations, including loan agreements, issued or entered 

into for the purpose of financing the purchase of electrical power, and to the extent so provided by the 

resolution authorizing such bonds, notes or obligations and to the extent not inconsistent with generally 

accepted accounting principles.  Current Expenses do not include depreciation or obsolescence charges 

or reserves therefore, amortization of intangibles or other bookkeeping entries of a similar nature, on 

bonds, notes or other debt obligations of the System payable from Net Revenues of the System, costs or 

charges made therefor, capital additions, replacements, betterments, extensions or improvements to or 

retirement from the System which under generally accepted accounting principles are properly 

chargeable to the capital account or the reserve for depreciation, and do not include losses from the sale, 

abandonment, reclassification, revaluation or other disposition of any properties of the System, nor such 

property items, including taxes and fuels, which are capitalized pursuant to the then existing accounting 

practices of the Municipality or expenses of an Acquired System if revenues of the Acquired System are 

not included in Revenues at the election of the Municipality at the direction of the Utilities Board. 

 

“Net Revenues” shall mean Revenues, excluding any profits or losses on the sale or other 

disposition, not in the ordinary course of business, of investments or fixed or capital assets, less Current 

Expenses. 

 

“Revenues” shall mean all revenues, rentals, earnings and income of the System from whatever 

source, determined in accordance with generally accepted accounting principles, including all revenues 

derived from the operation of the System; proceeds from the sale of property; proceeds of insurance and 

condemnation awards and compensation for damages, to the extent not applied to the payment of the 

cost of repairs, replacements and improvements; and all amounts realized from the investment of money 

in the accounts and funds of the System, including money in any accounts and funds created by this 

resolution, and resolutions authorizing any Parity Bonds or bonds subordinate to the 2007 Bonds. The 

2009 Bonds and Parity Bonds (together, the “Bonds”) (excluding any investment earnings from 
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construction or improvement funds created for the deposit of bond proceeds pending use, to the extent 

such income is applied to the purposes for which the bonds were issued, and funds created to refund any 

outstanding obligations payable from Revenues of the System) and at the election of the Utilities Board 

on behalf of the Municipality, shall not include any rates, fees, rentals or other charges or other income 

received by the Municipality from the operation of an Acquired System and any bonds or other 

obligations issued in connection with such Acquired System shall not be payable from or secured by Net 

Revenues or be deemed to be Parity Bonds. 

 

“Utilities Board’ means the Board of Public Utilities of the City of Fayetteville, Tennessee. 

 
PARITY OF PLEDGE 
 
 As provided in the Resolution, the punctual payment of principal of, premium, if any, and 
interest on the Bonds shall be secured equally and ratably by said revenues without priority by 
reason of series, number or time of sale or delivery.  The Municipality has covenanted in the 
Resolution and does hereby covenant that it will fix and impose such rates and charges for the 
services rendered by the System and will collect and account for sufficient revenues to pay promptly 
the principal of and interest on this Bond, the issue of which it is a part, and any bonds hereafter 
issued on a parity herewith, as each payment becomes due.  See “Additional Bonds” and 
APPENDIX C – “Summary of Certain Provisions of the Electric Resolution”.  
 

RATE COVENANT 
 

 While the Bonds and all prior and additional parity bonds remain outstanding and unpaid, the 

Issuer have covenanted and agreed that it will permit no free service to be furnished to any consumer or 

user whatsoever, and that the charges for all services supplied through the medium of the System to all 

consumers shall be reasonable and just, taking into account and consideration the costs and value of the 

System, the cost of maintaining, operating, repairing, and insuring the System, and the amount necessary 

for the payment of principal of and interest on the Bonds and all parity bonds payable from such 

revenues.  The Issuer have further covenanted that there shall be charged against all users of the services 

of the System such rates and amounts as shall be fully adequate to meet the requirements of the 

resolutions pursuant to which the Bonds and all parity bonds were issued.  Rates and fees for electricity 

provided by the System are established by the Issuer, as hereinafter defined, in accordance with the 

contract between the Issuer and the Tennessee Valley Authority.  (See APPENDIX B - “Source of 

Electric Power”.) 

 

DEBT SERVICE RESERVE FUND 

 

 The Resolution provides that the Issuer will establish a Fayetteville Electric System Bond Debt 

Service Reserve Fund (the “Reserve Fund”) equal to the least of (a) the Maximum Annual Debt Service 

Requirement on the Bonds; (b) 125% of the average annual principal and interest requirement, when 

due, on a Fiscal Year basis, including principal payable by reason of the mandatory redemption 

provisions of any Bonds, or (c) 10% of the stated principal amount of the Bonds, as from time to time 

interpreted under the Code.  Monies in the Reserve Fund shall be used solely for the purpose of paying 

principal at maturity or interest on the Series 2007 Bonds, 2009 Bonds and any Parity Bonds for the 

payment of which sufficient funds shall not be available in the Bond Fund.  Whenever it becomes 

necessary to use monies in the Reserve Fund, the payments required above shall be continued or 

resumed until such Reserve Fund is restored to the required minimum amount.  Upon the issuance of the 

Bonds, the Municipality will have deposited $1,824,375.00 to the Reserve Fund for the Series 2007 
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Bonds, Series 2009 Bonds and the Series 2016 Bonds.   See “Appendix C – Summary of the Bond 

Resolution” for more information. 

 

ADDITIONAL BONDS 
 

 The Issuer has covenanted in the Bond Resolution that it will incur no indebtedness payable from 

the revenues of the System having priority over the Bonds. 

 

 Additional bonds may be issued on a parity with the Bonds and the 2007 Bonds and the 2009 

Bonds.  See “Summary of Certain Provisions of the Electric Resolution” for more information. 

 
QUALIFIED TAX-EXEMPT OBLIGATIONS 
 
 Under the Internal Revenue Code of 1986, as amended (the “Code”), in the case of certain 
financial institutions, no deduction from income under the federal tax law will be allowed for that 
portion of such institution's interest expense which is allocable to tax-exempt interest received on 
account of tax-exempt obligations acquired after August 7, 1986.  The Code, however, provides that 
certain “qualified tax-exempt obligations,” as defined in the Code, will be treated as if acquired on 
August 7, 1986.  Based on an examination of the Code and the factual representations and covenants of 
the City as to the Bonds, Bond Counsel has determined that the Bonds upon issuance will be “qualified 
tax-exempt obligations” within the meaning of the Code. 
 

OPTIONAL REDEMPTION  

 

 Bonds maturing June 1, 2024, and thereafter, shall be subject to redemption prior to maturity at 

the option of the City on June 1, 2023 and thereafter, as a whole or in part, at any time, at the redemption 

price of par plus accrued interest to the redemption date. If less than all the Bonds shall be called for 

redemption, the maturities to be redeemed shall be designated by the City, in its discretion. If less than 

all the principal amount of the Bonds of a maturity shall be called for redemption, the interests within the 

maturity to be redeemed shall be selected as follows: 

 

(i)            if the Bonds are being held under a Book-Entry System by DTC, or a successor 

Depository, the amount of the interest of each DTC Participant in the Bonds to be redeemed 

shall be determined by DTC, or such successor Depository, by lot or such other manner as 

DTC, or such successor Depository, shall determine; or 

 

(ii)           if the Bonds are not being held under a Book-Entry System by DTC, or a successor 

Depository, the Bonds within the maturity to be redeemed shall be selected by the Registration 

Agent by lot or such other random manner as the Registration Agent in its discretion shall 

determine. 

 

 

NOTICE OF REDEMPTION 

   

 Notice of call for redemption, whether optional or mandatory, shall be given by the Registration 

Agent on behalf of the City not less than twenty (20) nor more than sixty (60) days prior to the date fixed 

for redemption by sending an appropriate notice to the registered owners of the Bonds to be redeemed by 

first-class mail, postage prepaid, at the addresses shown on the Bond registration records of the 

Registration Agent as of the date of the notice; but neither failure to mail such notice nor any defect in 



 5 

any such notice so mailed shall affect the sufficiency of the proceedings for redemption of any of the 

Bonds for which proper notice was given.  The notice may state that it is conditioned upon the deposit of 

moneys in an amount equal to the amount necessary to effect the redemption with the Registration Agent 

no later than the redemption date ("Conditional Redemption").  As long as DTC, or a successor 

Depository, is the registered owner of the Bonds, all redemption notices shall be mailed by the 

Registration Agent to DTC, or such successor Depository, as the registered owner of the Bonds, as and 

when above provided, and neither the City nor the Registration Agent shall be responsible for mailing 

notices of redemption to DTC Participants or Beneficial Owners. Failure of DTC, or any successor 

Depository, to provide notice to any DTC Participant or Beneficial Owner will not affect the validity of 

such redemption.  The Registration Agent shall mail said notices as and when directed by the City 

pursuant to written instructions from an authorized representative of the City (other than for a mandatory 

sinking fund redemption, notices of which shall be given on the dates provided herein) given at least 

forty-five (45) days prior to the redemption date (unless a shorter notice period shall be satisfactory to 

the Registration Agent).  From and after the redemption date, all Bonds called for redemption shall cease 

to bear interest if funds are available at the office of the Registration Agent for the payment thereof and 

if notice has been duly provided as set forth herein.  In the case of a Conditional Redemption, the failure 

of the City to make funds available in part or in whole on or before the redemption date shall not 

constitute an event of default, and the Registration Agent shall give immediate notice to the Depository, 

if applicable, or the affected Bondholders that the redemption did not occur and that the Bonds called for 

redemption and not so paid remain outstanding.   
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BASIC DOCUMENTATION 

 
REGISTRATION AGENT 

 

 The Registration Agent, Regions Bank, Nashville, Tennessee, its successor or the City will make 

all interest payments with respect to the Bonds on each interest payment date directly to Cede & Co., as 

nominee of DTC, the registered owner as shown on the Bond registration records maintained by the 

Registration Agent, except as described below.  

 

 So long as Cede & Co. is the Registered Owner of the Bonds, as nominee of DTC, references 

herein to the Bondholders, Holders or Registered Owners of the Bonds shall mean Cede & Co. and shall 

not mean the Beneficial Owners of the Bonds.  For additional information, see the following section. 

 

BOOK-ENTRY-ONLY SYSTEM 

  

 The Registration Agent, its successor or the Issuer will make all interest payments with respect to 

the Bonds on each interest payment date directly to Cede & Co., as nominee of DTC, the registered owner 

as shown on the Bond registration records maintained by the Registration Agent as of the close of 

business on the fifteenth day of the month next preceding the interest payment date (the “Regular Record 

Date”) by check or draft mailed to such owner at its address shown on said Bond registration records, 

without, except for final payment, the presentation or surrender of such registered Bonds, and all such 

payments shall discharge the obligations of the Issuer in respect of such Bonds to the extent of the 

payments so made, except as described above.  Payment of principal of the Bonds shall be made upon 

presentation and surrender of such Bonds to the Registration Agent as the same shall become due and 

payable. 

 

 So long as Cede & Co. is the Registered Owner of the Bonds, as nominee of DTC, references 

herein to the Bondholders, Holders or Registered Owners of the Bonds shall mean Cede & Co. and shall 

not mean the Beneficial Owners of the Bonds.   

 

 The Bonds, when issued, will be registered in the name of Cede & Co., DTC’s partnership 

nominee, except as described above.  When the Bonds are issued, ownership interests will be available to 

purchasers only through a book entry system maintained by DTC (the “Book Entry Only System”).  One 

fully registered bond certificate will be issued for each maturity, in the entire aggregate principal amount 

of the Bonds and will be deposited with DTC. 

 

 DTC and its Participants.  DTC, the world’s largest securities depository, is a limited-purpose 

trust company organized under the New York Banking Law, a “banking organization” within the meaning 

of the New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within 

the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to 

the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset 

servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt 

issues, and money market instruments (from over 100 countries) that DTC’s participants (“Direct 

Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants 

of sales and other securities transactions in deposited securities, through electronic computerized book-

entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical 

movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers 

and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a 
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wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the 

holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing 

Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated 

subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S. 

securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or 

maintain a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect 

Participants"). DTC has a Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants 

are on file with the U.S. Securities and Exchange Commission. More information about DTC can be 

found at www.dtcc.com. 

 

 Purchase of Ownership Interests.  Purchases of Bonds under the DTC system must be made by or 

through Direct Participants, which will receive a credit for the Bonds on DTC’s records. The ownership 

interest of each actual purchaser of each Security (“Beneficial Owner”) is in turn to be recorded on the 

Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from 

DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations 

providing details of the transaction, as well as periodic statements of their holdings, from the Direct or 

Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of 

ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and 

Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 

certificates representing their ownership interests in Bonds, except in the event that use of the book-entry 

system for the Bonds is discontinued. 

 

 Payments of Principal and Interest.  Principal and interest payments on the Bonds will be made to 

Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s 

practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail 

information from the Registration Agent on the payable date in accordance with their respective holdings 

shown on DTC’s records, unless DTC has reason to believe it will not receive payment on such date.  

Payments by Direct and Indirect Participants to beneficial owners will be governed by standing 

instructions and customary practices, as is the case with municipal securities held for the accounts of 

customers in bearer form or registered in “street name”, and will be the responsibility of such Participant 

and not of DTC, the Issuer or the Registration Agent subject to any statutory or regulatory requirements as 

may be in effect from time to time.  Payment of redemption proceeds, principal, tender price and interest 

payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of 

DTC) is the responsibility of the Registration Agent, disbursement of such payments to Direct 

Participants shall be the responsibility of DTC, and disbursement of such payments to the beneficial 

owners shall be the responsibility of Direct and Indirect Participants. 

 

 Notices.  Conveyance of notices and other communications by DTC to Direct Participants, by 

Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to 

Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory 

requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take certain 

steps to augment the transmission to them of notices of significant events with respect to the Bonds, such 

as redemptions, tenders, defaults, and proposed amendments to the Security documents. For example, 

Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds f or their benefit 

has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may 

wish to provide their names and addresses to the registrar and request that copies of notices be provided 

directly to them. 
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 Redemption notices shall be sent to DTC.  If less than all of the Bonds within a maturity are being 

redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in 

such maturity to be redeemed.  Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent 

or vote with respect to the Bonds unless authorized by a Direct Participant in accordance with DTC’s 

procedures.  Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as practicable 

after the record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those 

Direct Participants to whose accounts the Bonds are credited on the record date (identified in a listing 

attached to the Omnibus Proxy). 

 

 NONE OF THE ISSUER, THE UNDERWRITER, THE BOND COUNSEL, THE FINANCIAL 

ADVISOR OR THE REGISTRATION AGENT WILL HAVE ANY RESPONSIBILITY OR 

OBLIGATION TO SUCH PARTICIPANTS OR THE PERSONS FOR WHOM THEY ACT AS 

NOMINEES WITH RESPECT TO THE PAYMENT TO, OR THE PROVIDING OF NOTICE FOR, 

SUCH PARTICIPANTS OR THE PERSONS FOR WHOM THEY ACT AS NOMINEES. 

 

 Transfers of Bonds.  To facilitate subsequent transfers, all Bonds deposited by Direct Participants 

with DTC are registered in the name of DTC’s partnership nominee, Cede & Co. or such other name as 

may be requested by an authorized representative of DTC.  The deposit of the Bonds with DTC and their 

registration in the name of Cede & Co. or such other nominee do not affect any change in beneficial 

ownership.  DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect 

only the identity of the Direct Participants to whose accounts such Bonds are credited, which may or may 

not be the Beneficial Owners.  The Direct and Indirect Participants will remain responsible for keeping 

account of their holdings on behalf of their customers. 

 

 None of the Issuer, the Bond Counsel, the Registration Agent, the Financial Advisor or the 

Underwriter will have any responsibility or obligation, legal or otherwise, to any party other than to the 

registered owners of any Bond on the registration books of the Registration Agent. 

 

DISCONTINUANCE OF BOOK-ENTRY-ONLY SYSTEM  

 

In the event that (i) DTC determines not to continue to act as securities depository for the 

Bonds or (ii) to the extent permitted by the rules of DTC, the City determines to discontinue the Book-

Entry-Only System, the Book-Entry-Only System shall be discontinued.    Upon the occurrence of the 

event described above, the City will attempt to locate another qualified securities depository, and if no 

qualified securities depository is available, Bond certificates will be printed and delivered to beneficial 

owners. 

No Assurance Regarding DTC Practices.  The foregoing information in this section concerning 

DTC and DTC’s book-entry system has been obtained from sources that the City believes to be 

reliable, but the City, the Bond Counsel, the Registration Agent, the Financial Advisor and the 

Underwriter do not take any responsibility for the accuracy thereof.  So long as Cede & Co. is the 

registered owner of the Bonds as nominee of DTC, references herein to the holders or registered 

owners of the Bonds will mean Cede & Co. and will not mean the Beneficial Owners of the Bonds.  

None of the City, the Bond Counsel, the Registration Agent, the Financial Advisor or the Underwriter 

will have any responsibility or obligation to the Participants, DTC or the persons for whom they act 

with respect to (i) the accuracy of any records maintained by DTC or by any Direct or Indirect 

Participant of DTC, (ii) payments or the providing of notice to Direct Participants, the Indirect 



 9 

Participants or the Beneficial Owners or (iii) any other action taken by DTC or its partnership nominee 

as owner of the Bonds.   

For more information on the duties of the Registration Agent, please refer to the Resolution. 

Also, please see the section entitled “SECURITIES OFFERED – Redemption.” 

DISPOSITION OF BOND PROCEEDS 
 

 The proceeds of the sale of the Bonds shall be applied by the City as follows: 

 

(a) A portion of the proceeds from the sale of the Bonds shall be used to pay costs of 

issuance, including necessary legal, accounting and fiscal expenses, printing, engraving, 

advertising and similar expenses, administrative and clerical costs, Registration Agent 

fees, bond insurance premiums, if any, and other necessary miscellaneous expenses 

incurred in connection with the issuance and sale of the Bonds. 

 

 (b) The remainder of the proceeds from the sale of the Bonds, together with such other 

Municipality funds as may be identified by the Mayor and, if applicable, investment 

earnings on the foregoing, shall be applied to the refunding of the Outstanding Debt.  

 

DISCHARGE AND SATISFACTION OF BONDS 
 

 If the City shall pay and discharge the indebtedness evidenced by any of the Bonds in any one or 

more of the following ways: 

 

1. By paying or causing to be paid, by deposit of sufficient funds as and when required 

with the Registration Agent, the principal of and interest on such Bonds as and when 

the same become due and payable; 

 

2. By depositing or causing to be deposited with any trust company or financial institution 

whose deposits are insured by the Federal Deposit Insurance Corporation or similar 

federal agency and which has trust powers (“an Agent”; which Agent may be the 

Registration Agent) in trust or escrow, on or before the date of maturity or redemption, 

sufficient money or Defeasance Obligations, as hereafter defined, the principal of and 

interest on which, when due and payable, will provide sufficient moneys to pay or 

redeem such Bonds and to pay interest thereon when due until the maturity or 

redemption date (provided, if such Bonds are to be redeemed prior to maturity thereof, 

proper notice of such redemption shall have been given or adequate provision shall 

have been made for the giving or such notice); 

 

3. By delivering such Bonds to the Registration Agent for cancellation by it;  

 

and if the City shall also pay or cause to be paid all other sums payable hereunder by the City with 

respect to such Bonds, or make adequate provision therefor, and by resolution of the Governing Body 

instruct any such escrow agent to pay amounts when and as required to the Registration Agent for the 

payment of principal of and interest on such Bonds when due, then and in that case the indebtedness 

evidenced by such Bonds shall be discharged and satisfied and all covenants, agreements and 

obligations of the City to the holders of such Bonds shall be fully discharged and satisfied and shall 

thereupon cease, terminate and become void; and if the City shall pay and discharge the indebtedness 
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evidenced by any of the Bonds in the manner provided in either clause (a) or clause (b) above, then the 

registered owners thereof shall thereafter be entitled only to payment out of the money or Defeasance 

Obligations (defined herein) deposited as aforesaid. 

 

 Except as otherwise provided in this section, neither Defeasance Obligations nor moneys 

deposited with the Registration Agent nor principal or interest payments on any such Defeasance 

Obligations shall be withdrawn or used for any purpose other than, and shall be held in trust for, the 

payment of the principal and interest on said Bonds; provided that any cash received from such 

principal or interest payments on such Defeasance Obligations deposited with the Registration Agent, 

(A) to the extent such cash will not be required at any time for such purpose, shall be paid over to the 

City as received by the Registration Agent and (B) to the extent such cash will be required for such 

purpose at a later date, shall, to the extent practicable, be reinvested in Defeasance Obligations 

maturing at times and in amounts sufficient to pay when due the principal and interest to become due 

on said Bonds on or prior to such redemption date or maturity date thereof, as the case may be, and 

interest earned from such reinvestments shall be paid over to the City, as received by the Registration 

Agent.  For the purposes hereof, Defeasance Obligations shall mean direct obligations of, or 

obligations, the principal of and interest on which are guaranteed by, the United States of America, or 

any agency thereof, obligations of any agency or instrumentality of the United States or any other 

obligations at the time of the purchase thereof are permitted investments under Tennessee law for the 

purposes described herein, which bonds or other obligations shall not be subject to redemption prior to 

their maturity other than at the option of the registered owner thereof. 
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LEGAL MATTERS 
 

LITIGATION 

 

 There are no claims against the City, including claims in litigation, which, in the opinion of the 

City, would have a material adverse effect on the financial position of the System.  There are no suits 

threatened or pending challenging the legality or validity of the Bonds or the right of the City to sell or 

issue the Bonds.   

 

TAX MATTERS 

 

 Federal 

 General.  Bass, Berry & Sims PLC, Nashville, Tennessee, is Bond Counsel for the Bonds.  

Their opinion under existing law, relying on certain statements by the City and assuming compliance 

by the City with certain covenants, is that interest on the Bonds: 

• is excluded from a bondholder's federal gross income under the Internal Revenue Code 

of 1986, 

• is not a preference item for a bondholder under the federal alternative minimum tax, 

and 

• is included in the adjusted current earnings of a corporation under the federal corporate 

alternative minimum tax. 

 The Internal Revenue Code of 1986, as amended (the "Code"), imposes requirements on the 

Bonds that the City must continue to meet after the Bonds are issued.  These requirements generally 

involve the way that Bond proceeds must be invested and ultimately used.  If the City does not meet 

these requirements, it is possible that a bondholder may have to include interest on the Bonds in its 

federal gross income on a retroactive basis to the date of issue.  The City has covenanted to do 

everything necessary to meet these requirements of the Code. 

 A bondholder who is a particular kind of taxpayer may also have additional tax consequences 

from owning the Bonds.  This is possible if a bondholder is: 

• an S corporation, 

• a United States branch of a foreign corporation, 

• a financial institution, 

• a property and casualty or a life insurance company, 

• an individual receiving Social Security or railroad retirement benefits, 

• an individual claiming the earned income credit or 

• a borrower of money to purchase or carry the Bonds. 

 If a bondholder is in any of these categories, it should consult its tax advisor. 

 Bond Counsel is not responsible for updating its opinion in the future. It is possible that future 

events or changes in applicable law could change the tax treatment of the interest on the Bonds or 

affect the market price of the Bonds. See also "Proposed Legislation and Other Matters" below in this 

heading. 
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 Bond Counsel expresses no opinion on the effect of any action taken or not taken in reliance 

upon an opinion of other counsel on the federal income tax treatment of interest on the Bonds, or 

under State, local or foreign tax law. 

 Bond Premium.  If a bondholder purchases a Bond for a price that is more than the principal 

amount, generally the excess is "bond premium" on that Bond.  The tax accounting treatment of bond 

premium is complex.  It is amortized over time and as it is amortized a bondholder's tax basis in that 

Bond will be reduced.  The holder of a Bond that is callable before its stated maturity date may be 

required to amortize the premium over a shorter period, resulting in a lower yield on such Bonds. A 

bondholder in certain circumstances may realize a taxable gain upon the sale of a Bond with bond 

premium, even though the Bond is sold for an amount less than or equal to the owner's original cost.  

If a bondholder owns any Bonds with bond premium, it should consult its tax advisor regarding the tax 

accounting treatment of bond premium. 

Original Issue Discount.  A Bond will have "original issue discount" if the price paid by the 

original purchaser of such Bond is less than the principal amount of such Bond. Bond Counsel's 

opinion is that any original issue discount on these Bonds as it accrues is excluded from a bondholder's 

federal gross income under the Internal Revenue Code.  The tax accounting treatment of original issue 

discount is complex.  It accrues on an actuarial basis and as it accrues a bondholder's tax basis in these 

Bonds will be increased. If a bondholder owns one of these Bonds, it should consult its tax advisor 

regarding the tax treatment of original issue discount 

Qualified Tax-Exempt Obligations.  Under the Code, in the case of certain financial institutions, 

no deduction from income under the federal tax law will be allowed for that portion of such 

institution's interest expense which is allocable to tax-exempt interest received on account of tax-

exempt obligations acquired after August 7, 1986.  The Code, however, provides that certain 

"qualified tax-exempt obligations", as defined in the Code, will be treated as if acquired on August 7, 

1986.  Based on an examination of the Code and the factual representations and covenants of the City 

as to the Bonds, Bond Counsel has determined that the Bonds upon issuance will be "qualified tax-

exempt obligations" within the meaning of the Code. 

Information Reporting and Backup Withholding.  Information reporting requirements apply to 

interest on tax-exempt obligations, including the Bonds.  In general, such requirements are satisfied if 

the interest recipient completes, and provides the payor with a Form W-9, "Request for Taxpayer 

Identification Number and Certification," or if the recipient is one of a limited class of exempt 

recipients.  A recipient not otherwise exempt from information reporting who fails to satisfy the 

information reporting requirements will be subject to "backup withholding," which means that the 

payor is required to deduct and withhold a tax from the interest payment, calculated in the manner set 

forth in the Code.  For the foregoing purpose, a "payor" generally refers to the person or entity from 

whom a recipient receives its payments of interest or who collects such payments on behalf of the 

recipient. 

 If an owner purchasing a Bond through a brokerage account has executed a Form W-9 in 

connection with the establishment of such account, as generally can be expected, no backup 

withholding should occur.  In any event, backup withholding does not affect the excludability of the 

interest on the Bonds from gross income for Federal income tax purposes.  Any amounts withheld 

pursuant to backup withholding would be allowed as a refund or a credit against the owner's Federal 

income tax once the required information is furnished to the Internal Revenue Service. 
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State Taxes 

 Under existing law, the Bonds and the income therefrom are exempt from all present state, 

county and municipal taxes in Tennessee except (a) inheritance, transfer and estate taxes, (b) 

Tennessee excise taxes on interest on the Bonds during the period the Bonds are held or beneficially 

owned by any organization or entity, or other than a sole proprietorship or general partnership doing 

business in the State of Tennessee, and (c) Tennessee franchise taxes by reason of the inclusion of the 

book value of the Bonds in the Tennessee franchise tax base of any organization or entity, other than a 

sole proprietorship or general partnership, doing business in the State of Tennessee. 

CHANGES IN FEDERAL AND STATE TAX LAW 
 

 From time to time, there are Presidential proposals, proposals of various federal committees, and 

legislative proposals in the Congress and in the states that, if enacted, could alter or amend the federal 

and state tax matters referred to herein or adversely affect the marketability or market value of the Bonds 

or otherwise prevent holders of the Bonds from realizing the full benefit of the tax exemption of interest 

on the Bonds. Further, such proposals may impact the marketability or market value of the Bonds simply 

by being proposed. It cannot be predicted whether or in what form any such proposal might be enacted 

or whether if enacted it would apply to bonds issued prior to enactment. In addition, regulatory actions 

are from time to time announced or proposed and litigation is threatened or commenced which, if 

implemented or concluded in a particular manner, could adversely affect the market value, marketability 

or tax status of the Bonds. It cannot be predicted whether any such regulatory action will be 

implemented, how any particular litigation or judicial action will be resolved, or whether the Bonds 

would be impacted thereby. Purchasers of the Bonds should consult their tax advisors regarding any 

pending or proposed legislation, regulatory initiatives or litigation. The opinions expressed by Bond 

Counsel are based upon existing legislation and regulations as interpreted by relevant judicial and 

regulatory authorities as of the date of issuance and delivery of the Bonds, and Bond Counsel has 

expressed no opinion as of any date subsequent thereto or with respect to any proposed or pending 

legislation, regulatory initiatives or litigation. 

  

Prospective purchasers of the Bonds should consult their own tax advisors regarding the 

foregoing matters. 

 

CLOSING CERTIFICATES 
 

            Upon delivery of the Bonds, the City will execute in a form satisfactory to Bond Counsel, certain 

closing certificates including the following:  (i) a certificate as to the Official Statement, in final form, 

signed by the City’s Mayor and City Recorder acting in his official capacity to the effect that to the best 

of his knowledge and belief, and after reasonable investigation, (a) neither the Official Statement, in final 

form, nor any amendment or supplement thereto, contains any untrue statements of material fact or omits 

to state any material fact necessary to make statements therein, in light of the circumstances in which 

they are made, misleading, (b) since the date of the Official Statement, in final form, no event has 

occurred which should have been set forth in such a memo or supplement, (c) there has been no material 

adverse change in the operation or the affairs of the City since the date of the Official Statement, in final 

form, and having attached thereto a copy of the Official Statement, in final form, and (d) there is no 

litigation of any nature pending or threatened seeking to restrain the issuance, sale, execution and 

delivery of the Bonds, or contesting the validity of the Bonds or any proceeding taken pursuant to which 

the Bonds were authorized; (ii) certificates as to the delivery and payment, signed by the City’s Mayor 

and City Recorder acting in his official capacity, evidencing delivery of and payment for the Bonds; (iii) 
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a signature identification and incumbency certificate, signed by the City’s Mayor and City Recorder 

acting in their official capacities certifying as to the due execution of the Bonds; and, (iv) a Continuing 

Disclosure Certificate regarding certain covenants of the City concerning the preparation and distribution 

of certain annual financial information and notification of certain material events, if any. 

 

APPROVAL OF LEGAL PROCEEDINGS 
 

 Certain legal matters relating to the authorization and the validity of the Bonds are subject to 

the approval of Bass, Berry & Sims PLC, Knoxville, Tennessee, bond counsel.  Bond counsel has not 

prepared the Preliminary Official Statement or the Official Statement, in final form, or verified their 

accuracy, completeness or fairness.  Accordingly, bond counsel expresses no opinion of any kind 

concerning the Preliminary Official Statement or Official Statement, in final form, except for the 

information in the section entitled “LEGAL MATTERS - Tax Matters.”  The opinion of Bond Counsel 

will be limited to matters relating to authorization and validity of the Bonds and to the tax-exemption 

of interest on the Bonds under present federal income tax laws, both as described above. The legal 

opinion will be delivered with the Bonds and the form of the opinion is included in APPENDIX A.  

For additional information, see the section entitled MISCELLANEOUS – “Competitive Public Sale”, 

“Additional Information” and “Continuing Disclosure.” 
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MISCELLANEOUS 
 

RATING 

 

 Standard & Poor’s Rating Services (“Standard & Poor’s”) has given the Bonds the rating of 

“A+”. 

 

 There is no assurance that such rating will continue for any given period of time or that the ratings 

may not be suspended, lowered or withdrawn entirely by Standard & Poor’s, if circumstances so warrant.  

Due to the ongoing uncertainty regarding the economy of the United States of America, including, 

without limitation, matters such as the future political uncertainty regarding the United States debt limit, 

obligations issued by state and local governments, such as the Bonds, could be subject to a rating 

downgrade.  Additionally, if a significant default or other financial crisis should occur in the affairs of 

the United States or of any of its agencies or political subdivisions, then such event could also adversely 

affect the market for and ratings, liquidity, and market value of outstanding debt obligations, including 

the Bonds.  Any such downward change in or withdrawal of the ratings may have an adverse effect on the 

secondary market price of the Bonds. 
 

 The rating reflects only the views of Standard & Poor’s and any explanation of the significance 

of such rating should be obtained from Standard & Poor’s. 

 

COMPETITIVE PUBLIC SALE 
 

The Bonds were offered for sale at competitive public bidding on May 5, 2016.  Details 

concerning the public sale were provided to potential bidders and others in the Preliminary Official 

Statement that was dated April 26, 2016. 

 

The successful bidder for the Bonds was an account led by Robert W. Baird & Co., Incorporated 

Milwaukee, Wisconsin (the “Underwriters”) who contracted with the City, subject to the conditions set 

forth in the Official Notice of Sale and Bid Form to purchase the Bonds at a purchase price of 

$9,877,840.50 (consisting of the par amount of the Bonds, plus a reoffering premium of $249,715.50 

less an underwriter’s discount of $121,875.00) or 101.311185% of par. 

 

FINANCIAL ADVISOR; RELATED PARTIES; OTHER 
 

Financial Advisor. Cumberland Securities Company, Inc., Knoxville, Tennessee, has served as 

financial advisor (the “Financial Advisor”) to the City for purposes of assisting with the development 

and implementation of a bond structure in connection with the issuance of the Bonds.  The Financial 

Advisor has not been engaged by the City to compile, create, or interpret any information in the 

PRELIMINARY OFFICIAL STATEMENT and OFFICIAL STATEMENT relating to the City, 

including without limitation any of the City’s financial and operating data, whether historical or 

projected.  Any information contained in the PRELIMINARY OFFICIAL STATEMENT and 

OFFICIAL STATEMENT concerning the City, any of its affiliates or contractors and any outside parties 

has not been independently verified by the Financial Advisor, and inclusion of such information is not, 

and should not be construed as, a representation by the Finaincial Advisor as to its accuracy or 

completeness or otherwise.  The Financial Advisor is not a public accounting firm and has not been 

engaged by the City to review or audit any information in the PRELIMINARY OFFICIAL 

STATEMENT and OFFICIAL STATEMENT in accordance with accounting standards. 
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Regions Bank.  Regions Bank (the “Bank”) is a wholly-owned subsidiary of Regions Financial 

Corporation.  The Bank provides, among other services, commercial banking, investments and corporate 

trust services to private parties and to State and local jurisdictions, including serving as registration, 

paying agent or filing agent related to debt offerings.   The Bank will receive compensation for its role in 

serving as Registration and Paying Agent for the Bonds.   In instances where the Bank serves the City in 

other normal commercial banking capacities, it will be compensated separately for such services.   

 

Official Statements.  Certain information relative to the location, economy and finances of the 

Issuer is found in the PRELIMINARY OFFICIAL STATEMENT, in final form and the OFFICIAL 

STATEMENT, in final form.  Except where otherwise indicated, all information contained in this 

Official Statement has been provided by the Issuer. The information set forth herein has been obtained 

by the Issuer from sources which are believed to be reliable but is not guaranteed as to accuracy or 

completeness by, and is not to be construed as a representation of, the Financial Advisor or the 

Underwriter. The information contained herein is subject to change without notice, and neither the 

delivery of this OFFICIAL STATEMENT nor any sale made hereunder shall under any circumstances 

create an implication that there has been no change in the affairs of the Issuer, or the other matters 

described herein since the date hereof or the earlier dates set forth herein as of which certain information 

contained herein is given. 

 

Cumberland Securities Company, Inc. distributed the PRELIMINARY OFFICIAL 

STATEMENT, in final form, and the OFFICIAL STATEMENT, in final form on behalf of the City and 

will be compensated and/or reimbursed for such distribution and other such services.  

 

Bond Counsel.  From time to time, Bass, Berry & Sims PLC has represented the Bank on legal 

matters unrelated to the City and may do so again in the future. 

 

Other.  Among other services, Cumberland Securities Company, Inc. and the Bank may also 

assist local jurisdictions in the investment of idle funds and may serve in various other capacities, 

including Cumberland Securities Company’s roll as serving as the City’s Dissemination Agent.  If the 

City chooses to use one or more of these other services provided by Cumberland Securities Company, 

Inc. and/or the Bank, then Cumberland Securities Company, Inc. and/or the Bank may be entitled to 

separate compensation for the performance of such services.  

 

DEBT RECORD 
 

 There is no record of default on principal or interest payments of the Issuer.  Additionally, no 

agreements or legal proceedings of the Issuer relating to securities have been declared invalid or 

unenforceable. 

 

ADDITIONAL DEBT 

 

 The Electric System has not authorized any additional debt.  However, the System has ongoing 

capital needs that may or may not require the issuance of additional debt.   

 

CONTINUING DISCLOSURE 
 

 The City will at the time the Bonds are delivered execute a Continuing Disclosure Certificate 

under which it will covenant for the benefit of holders and beneficial owners of the Bonds to provide 
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certain financial information relating to the City and the Electric System by not later than twelve 

months after the end of each fiscal year commencing with the fiscal year ending June 30, 2016 (the 

"Annual Reports"), and to provide notice of the occurrence of certain significant events not later than 

ten business days after the occurrence of the events and notice of failure to provide any required 

financial information of the City.  The Annual Reports (and audited financial statements if filed 

separately) and notices described above will be filed by the City with the Municipal Securities 

Rulemaking Board ("MSRB") at www.emma.msrb.org and with any State Information Depository 

which may be established in Tennessee (the "SID").  The specific nature of the information to be 

contained in the Annual Reports or the notices of events is summarized below.  These covenants have 

been made in order to assist the Underwriters in complying with Securities Exchange Act Rule 15c2-

12(b), as it may be amended from time to time (the "Rule 15c2-12").   

 

 Five-Year History of Filing.  While it is believed that all appropriate filings were made with 

respect to the ratings of the City’s outstanding bond issues, some of which were insured by the various 

municipal bond insurance companies, no absolute assurance can be made that all such rating changes 

of the bonds or various insurance companies which insured some transaction were made or made in a 

timely manner as required by Rule 15c2-12.  With the exception of the foregoing, for the past five 

years, the City has complied in all material respects with its existing continuing disclosure agreements 

in accordance with Rule 15c2-12.   

 

 Content of Annual Report.  The City’s Annual Report shall contain or incorporate by reference 

the General Purpose Financial Statements of the City for the fiscal year, prepared in accordance with 

generally accepted accounting principles; provided, however, if the City’s audited financial statements 

are not available by the time the Annual Report is required to be filed, the Annual Report shall contain 

unaudited financial statements in a format similar to the financial statements contained herein, and the 

audited financial statements shall be filed when available.  The Annual Report shall also include in a 

similar format the following information included in APPENDIX B entitled “SUPPLEMENTAL 

INFORMATION STATEMENT.” 

 

 1. Residential and General Power Resale Rates of the System as shown on page B-4; 

 

 2. The Top Ten Customers as shown on page B-6. 

 

 3. Schedule of Bonded Indebtedness as shown on page B-9; 

 

4. Bonded Debt Service Requirements as shown on page B-10; 

 

5. Electric System Schedule of Revenues, Expenses and Changes in Retained Earnings as 

shown on page B-11; and  

 

6. Historical Coverage of Maximum Annual Debt Service Requirement as of the end of 

such fiscal year as shown on page B-12. 

 

 Any or all of the items listed above may be incorporated by reference from other documents, 

including OFFICIAL STATEMENTS in final form for debt issues of the City, which have been 

submitted to each of the MSRB or the U.S. Securities and Exchange Commission.  If the document 

incorporated by reference is an OFFICIAL STATEMENT, in final form, it will be available from the 

MSRB.  The Distrcit shall clearly identify each such other document so incorporated by reference. 
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 Reporting of Significant Events.  The City will file notice regarding material events with the 

MSRB and the SID, if any, as follows: 

 

1. Upon the occurrence of a Listed Event (as defined in (3) below), the City shall in a timely 

manner, but in no event more than ten (10) business days after the occurrence of such 

event, file a notice of such occurrence with the MSRB and SID, if any.   

 

2. For Listed Events where notice is only required upon a determination that such event 

would be material under applicable Federal securities laws, the City shall determine the 

materiality of such event as soon as possible after learning of its occurrence. 

 

3. The following are the Listed Events: 

 

a. Principal and interest payment delinquencies; 

 

b. Non-payment related defaults, if material; 

 

c. Unscheduled draws on debt service reserves reflecting financial difficulties; 

 

d. Unscheduled draws on credit enhancements reflecting financial difficulties; 

 

e. Substitution of credit or liquidity providers, or their failure to perform; 

 

f. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or 

final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-

TEB) or other material notices or determinations with respect to the tax status of 

the Bonds or other material events affecting the tax status of the Bonds; 

 

g. Modifications to rights of Bondholders, if material; 

 

h. Bond calls, if material, and tender offers; 

 

i. Defeasances; 

 

j. Release, substitution, or sale of property securing repayment of the securities, if 

material;  

 

k. Rating changes; 

 

l. Bankruptcy, insolvency, receivership or similar event of the obligated person; 

 

m. The consummation of a merger, consolidation or acquisition involving an obligated 

person or the sale of all or substantially all of the assets of the obligated person, 

other than in the ordinary course of business, the entry into a definitive 

agreement to undertake such an action or the termination of a definitive 

agreement relating to any such actions, other than pursuant to its terms, if 

material; and 
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n. Appointment of a successor or additional trustee or the change of name of a trustee, 

if material. 

 

 Termination of Reporting Obligation.  The City's obligations under the Disclosure Certificate 

shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Bonds. 

 

 Amendment; Waiver.   Notwithstanding any other provision of the Disclosure Certificate, the 

City may amend the Disclosure Certificate, and any provision of the Disclosure Certificate may be 

waived, provided that the following conditions are satisfied: 

 

 (a) If the amendment or waiver relates to the provisions concerning the Annual Report and 

Reporting of Significant Events it may only be made in connection with a change in circumstances that 

arises from a change in legal requirements, change in law, or change in the identity, nature or status of an 

obligated person with respect to the Bonds, or the type of business conducted; 

 

 (b) The undertaking, as amended or taking into account such waiver, would, in the opinion of 

nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the 

original issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, 

as well as any change in circumstances; and 

 

 (c) The amendment or waiver either (i) is approved by the Holders of the Bonds, or (ii) does 

not, in the opinion of nationally recognized bond counsel, materially impair the interests of the Holders 

or beneficial owners of the Bonds. 

 

 In the event of any amendment or waiver of a provision of the Disclosure Certificate, the City 

shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative 

explanation of the reason for the amendment or waiver and its impact on the type (or, in the case of a 

change of accounting principles, on the presentation) of financial information or operating data being 

presented by the City.  In addition, if the amendment relates to the accounting principles to be followed 

in preparing financial statements, (i) notice of such change shall be given, and (ii) the Annual Report for 

the year in which the change is made should present a comparison (in narrative form and also, if feasible, 

in quantitative form) between the financial statements as prepared on the basis of the new accounting 

principles and those prepared on the basis of the former accounting principles. 

 

 Default.  In the event of a failure of the City to comply with any provision of the Disclosure 

Certificate, any Bondholder or any beneficial owner may take such actions as may be necessary and 

appropriate, including seeking mandate or specific performance by court order, to cause the City to 

comply with its obligations under the Disclosure Certificate.  A default under the Disclosure Certificate 

shall not be deemed an event of default, if any, under the Resolution, and the sole remedy under the 

Disclosure Certificate in the event of any failure of the City to comply with the Disclosure Certificate 

shall be an action to compel performance. 

 

ADDITIONAL INFORMATION 

 

Use of the words "shall," "must," or "will" in the PRELIMINARY OFFICIAL STATEMENT 

and OFFICIAL STATEMENT in summaries of documents or laws to describe future events or 

continuing obligations is not intended as a representation that such event will occur or obligation will 
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be fulfilled but only that the document or law contemplates or requires such event to occur or 

obligation to be fulfilled. 

 

Any statements made in the PRELIMINARY OFFICIAL STATEMENT and OFFICIAL 

STATEMENT involving estimates or matters of opinion, whether or not so expressly stated, are set 

forth as such and not as representations of fact, and no representation is made that any of the estimates 

or matters of opinion will be realized. Neither the PRELIMINARY OFFICIAL STATEMENT and 

OFFICIAL STATEMENT nor any statement which may have been made orally or in writing is to be 

construed as a contract with the owners of the Bonds. 

 

 The references, excerpts and summaries contained herein of certain provisions of the laws of 

the State of Tennessee, and any documents referred to herein, do not purport to be complete statements 

of the provisions of such laws or documents, and reference should be made to the complete provisions 

thereof for a full and complete statement of all matters of fact relating to the Bonds, the security for 

the payment of the Bonds, and the rights of the holders thereof. 

 

 The PRELIMINARY OFFICIAL STATEMENT and OFFICIAL STATEMENT, in final 

form, and any advertisement of the Bonds, is not to be construed as a contract or agreement between 

the City and the purchasers of any of the Bonds.  Any statements or information printed in this 

PRELIMINARY OFFICIAL STATEMENT or the OFFICIAL STATEMENT, in final form, involving 

matters of opinions or of estimates, whether or not expressly so identified, is intended merely as such 

and not as representation of fact. 

 

 The City has deemed this OFFICIAL STATEMENT as “final” as of its date within the 

meaning of Rule 15c2-12. 

 

 

 

 

 

 

 

 

 

 
 

(The remainder of this page left blank intentionally.) 
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CERTIFICATION OF ISSUER 

 

 On behalf of the City, we hereby certify that to the best of our knowledge and belief, the 

information contained herein as of this date is true and correct in all material respects, and does not 

contain an untrue statement of material fact or omit to state a material fact required to be stated where 

necessary to make the statement made, in light of the circumstance under which they were made, not 

misleading. 

 

 

 

/s/       Jon Law     

Mayor 

 

 

ATTEST: 

 

 

 

/s/ Scott Collins    

City Recorder 
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FORM OF LEGAL OPINION 

  





 

 

(Form of Opinion of Bond Counsel) 

 

BASS, BERRY & SIMS PLC 

150 THIRD AVENUE SOUTH, SUITE 2800 

NASHVILLE, TENNESSEE 37201 

 

May 27, 2016 

 

Re: City of Fayetteville, Tennessee Electric System Revenue Refunding Bonds, Series 2016 

 

Ladies and Gentlemen: 

 

 We have acted as bond counsel in connection with the issuance by the City of Fayetteville, 

Tennessee (the "Issuer") of $9,750,000 Electric System Revenue Refunding Bonds, Series 2016, dated the 

date hereof (the "Bonds").  In such capacity, we have examined the law and such certified proceedings 

and other papers as we deemed necessary to render this opinion. 

 

 As to questions of fact material to our opinion, we have relied upon the certified proceedings and 

other certifications of public officials and others furnished to us without undertaking to verify such facts 

by independent investigation. 

 

 Based on the foregoing, we are of the opinion, as of the date hereof, as follows: 

 

 1. The Bonds have been duly authorized, executed and issued in accordance with the 

constitution and laws of the State of Tennessee and are valid and binding obligations of the Issuer. 

 

 2. The resolution of the Board of Mayor and Aldermen of the Issuer authorizing the Bonds 

has been duly and lawfully adopted, is in full force and effect and is a valid and binding agreement of the 

Issuer enforceable in accordance with its terms. 

 

 3. The Bonds shall be payable from and secured by a pledge of the revenues to be derived 

from the operation of the Issuer's electric transmission and distribution system (the "System") on a parity 

and complete equality of lien with respect to such revenues with the Issuer's outstanding Electric System 

Revenue Bonds, Series 2007, dated December 5, 2007 and Electric System Revenue Bonds, Series 2009, 

dated August 28, 2009 and subject to the payment of the reasonable and necessary costs of operating, 

maintaining, repairing, and insuring the System.  We express no opinion as to the sufficiency of such 

revenues for the payment of principal of, premium, if any, or interest on the Bonds.  The owners of the 

Bonds shall have no recourse to the power of taxation of the Issuer.   

 

 4. Interest on the Bonds (including any original issue discount properly allocable to an 

owner thereof) is excluded from gross income for federal income tax purposes and is not an item of tax 

preference for purposes of the federal alternative minimum tax imposed on individuals and corporations; 

however, it should be noted that for purposes of computing the alternative minimum tax imposed on 

certain corporations (as defined for federal income tax purposes), such interest is taken into account in 

determining adjusted current earnings.  The opinion set forth in the preceding sentence is subject to the 

condition that the Issuer comply with all requirements of the Internal Revenue Code of 1986, as amended, 

that must be satisfied subsequent to the issuance of the Bonds in order that interest thereon be, or continue 

to be, excluded from gross income for federal income tax purposes.  The Issuer has covenanted to comply 

with all such requirements.  Failure to comply with certain of such requirements could cause interest on 

the Bonds to be so included in gross income retroactive to the date of issuance of the Bonds.  Except as 
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set forth in this Paragraph 4 and in Paragraph 6 below, we express no opinion regarding other federal tax 

consequences arising with respect to the Bonds. 

 

 5. Under existing law, the Bonds and the income therefrom are exempt from all present 

state, county and municipal taxation in Tennessee except (a) inheritance, transfer and estate taxes, (b) 

Tennessee excise taxes on all or a portion of the interest on any of the Bonds during the period such 

Bonds are held or beneficially owned by any organization or entity, other than a sole proprietorship or 

general partnership, doing business in the State of Tennessee, and (c) Tennessee franchise taxes by reason 

of the inclusion of the book value of the Bonds in the Tennessee franchise tax base or any organization or 

entity, other than a sole proprietorship or general partnership, doing business in the State of Tennessee. 

 

 6. The Bonds are "qualified tax-exempt" obligations within the meaning of Section 265 of 

the Code. 

 

 It is to be understood that the rights of the owners of the Bonds and the enforceability of the 

Bonds and the resolution authorizing the Bonds may be limited by bankruptcy, insolvency, 

reorganization, moratorium and other similar laws affecting creditors' rights generally and by equitable 

principles, whether considered at law or in equity. 

 

 We express no opinion herein as to the accuracy, adequacy or completeness of the Official 

Statement relating to the Bonds. 

 

 This opinion is given as of the date hereof and we assume no obligation to update or supplement 

this opinion to reflect any facts or circumstances that may hereafter come to our attention or changes in 

law that may hereafter occur. 

 

      Yours truly, 

      Bass, Berry & Sims PLC 
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THE CITY OF FAYETTEVILLE’S ELECTRIC SYSTEM 
 
 
HISTORY AND ORGANIZATION 
 
 The City of Fayetteville (the “City”) acquired the electrical distribution system (the 
“System”) serving the City and its environs by purchase from Tennessee Electric Power 
Company in 1939.  Lincoln County Electric Membership Cooperative was created in 1935 to 
provide electric service to areas of Lincoln County not previously provided electric service.  In 
1963 the properties of the cooperative were acquired by the City and merged into those of the 
City System.  Today Fayetteville Public Utilities’ (“FPU”) Electric Department serves most of 
Lincoln County and a few customers in Franklin, Giles, Moore and Marshall Counties in 
Tennessee and Limestone and Madison Counties in Alabama.  The System’s total customers 
count as of June 30, 2015 was 18,028.  The System employs 56 equivalent full time people and 
maintains 1,929.00 miles of line. 
 
ELECTRIC POWER BOARD MEMBERS 
 
 A seven member Board of Public Utilities (the “Board”) that is appointed by the Board of 
Mayor and Aldermen governs the System.  Members of the Board as of June 30, 2015 are as 
follows: 
 
 

Member Term Expires Occupation 

Ms. Janine Wilson – Chairman July 1, 2016 Educator 
Mr. William Hurd – Vice Chairman July 1, 2015 Retired Procurement Specialist 
Mr. Glenn Oldham – Secretary/Treasurer July 1, 2016 Insurance 
Mr. Micky Lawson July 1, 2017 Merchant 
Mr. Paul Richardson July 1, 2017 Insurance/Real Estate 
Ms. Linda Schoenrock July 1, 2015 Owner, WholeFood Farmacy 
Mr. Michael Whisenant Indefinite Project Manager – G-Squared  
 
 Mr. Britt Dye – CEO/General Manager 
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THE ELECTRIC DISTRIBUTION SYSTEM 
 
 
SERVICE AREA 
 

The System’s service area encompasses approximately 571 square miles in Lincoln 
County, Tennessee, including approximately 10.86 square miles within the limits of the 
Municipality.  The System is the exclusive distributor of electric power within this service area. 
 
TRANSMISSION SYSTEM 
 
 Wholesale power is purchased from the Tennessee Valley Authority at four delivery 
points at 161 kV deliveries and one 46kV delivery point.  The Hamilton, Kelso, McBurg, and 
Park City Substations have a 161 kV source and the Petersburg Substation is normally served by 
TVA’s 46 kV subtransmission.  The Blanche, Elk River, Flintville, Industrial, and Kelso 
Substations are fed from FPU’s 46 kV subtransmission system.  The Brogan Substation is fed at 
13 kV from Hamilton Substation but can be fed at 46 kV.  Petersburg Substation also can be fed 
from FPU’s 46 kV sub transmission.  The 46 kV sub transmission system consists of 
approximately 90 pole line miles and feeds seven 46 / 13.2 kV substations. 
 
DISTRIBUTION SYSTEM 
  
 The System’s distribution system serves approximately 18,028 residential, commercial, 
and industrial customers located within the City of Fayetteville and most of Lincoln County.  
The 12.47 / 24.94 kV distribution system consists of approximately 1,790 pole line miles of 
overhead conductor and approximately 139 miles of underground conductors.  Numerous circuits 
from the ten distribution substations provide for continuity of service via multiple inter-
connections through the County.  The ten substations are continuously monitored by an 
automated Supervisory Control and Data Acquisition system (SCADA).   
 
SOURCE OF ELECTRIC POWER 
 
 Since its inception as a municipal system in 1939 (and as a cooperative in the rural areas 
since 1935) the System has purchased all of its energy requirements from Tennessee Valley 
Authority Pursuant to the standard contract (the “Power Contract”).  The most recent renewal of 
the purchase contract was made effective July 1, 1976 for a period of 20 years.  In 1999 a rolling 
ten year contract was executed. The contract is subject to earlier termination by either party on 
not less than ten year’s prior written notice.  Under the Power Contract, TVA agrees to supply 
the amount of electric power required for service to the System’s customers and the System 
agrees to purchase all of its electric power from TVA.   
  
  The cost and availability of power to the System may be affected by, among other things, 
factors relating to TVA's nuclear program, fuel supply, environmental considerations such as 
future legislation regulating the mining of coal, the construction and financing of future 
generating and transmission facilities and other factors relating to TVA's ability to supply the 
power demands of its customers, including the System.  The power sold to the System is 
supplied from the entire TVA system and not one specific generating facility.   
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 The Power Contract provides that TVA shall make every reasonable effort to increase the 
generating capacity of its system and to provide the transmission facilities required to deliver the 
output thereof so as to be in a position to supply additional power when and to the extent needed 
by the System.  Neither TVA nor the System is liable for breach of contract if the availability or 
use of power is interrupted or curtailed or if either party is prevented from performing under the 
Power Contract by circumstances reasonably beyond its control.  The amount of power supplied 
by TVA and the contractual obligation to supply such power are limited by the capacity of the 
TVA's generating and transmission facilities. 
 
 The Power Contract provides that the System may sell power to all customers in its 
service area, except certain Federal installations and large customers that TVA may serve 
directly. 
 
 The Power Contract specifies the wholesale purchase rates and the monthly resale rates to 
be adhered to by the System, which may be revised periodically by TVA, through the publication 
of an Adjustment Addendum, to cover increased costs to TVA.  (SEE "ELECTRIC RATES" 
below.) 
 
THE TENNESSEE VALLEY AUTHORITY 
 
 The Tennessee Valley Authority Act of 1933, as amended, established TVA as a wholly 
owned corporate agency and instrumentality of the United States of America.  The Acts' 
objective is the development of the resources of the Tennessee Valley and adjacent areas in order 
to strengthen the regional and national economy and the national defense.  Its specific purposes 
include:  (1) flood control on the Tennessee River and its tributaries, and assistance to flood 
control on the lower Ohio and the Mississippi Rivers; (2) a modern navigable channel for the 
Tennessee River; (3) ample supply of power within an area of 80,000 square miles; (4) 
development and introduction of more efficient soil fertilizers; and (5) greater agricultural and 
industrial development and improved forestry in the region.  All powers of TVA are vested in its 
board, the Consolidated Appropriations Act, 2005, amended the TVA Act restructuring the TVA 
Board from 3 full-time members to 9 part-time members, at least 7 of whom must be legal 
residents of the TVA service area.  TVA Board members are appointed by the President of the 
United States by and with the advice and consent of the U.S. Senate.  After an initial phase-in 
period, TVA Board members serve 5-year terms, and at least one member’s term ends each year. 
 

TVA has a fuel cost tracker, which provides for monthly adjustments to TVA’s wholesale 
power rates for changes in the cost of fuel used to generate electric power.   
 
ELECTRIC RATES 
 
 The System has agreed to adhere to resale rates in accordance with the Power Contract 
with TVA and specifically as provided by the current residential rate schedule effective October 
2012, the current general service rate schedule effective October 2013, and the current 
manufacturing service rate schedule effective April 2011.  (SEE “RESIDENTIAL AND 
GENERAL POWER RESALE RATES OF THE SYSTEM”).  The Power Contract provides 
further that if the resale rates set forth therein do not provide sufficient revenues for the operation 
and maintenance of the System on a self-supporting, financially sound basis, including debt 
service, the Board of Public Utilities and TVA will agree to changes in rates to provide increased 
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revenues.  Similarly, if the rates and charges produce excess revenues, the parties will agree to 
rate reductions.  Since the date of the Power Contract, TVA by use of Adjustment Addendum has 
adjusted the wholesale and resale rates from time to time through publication.  The System is not 
otherwise subject to rate regulation under existing law, and the Fayetteville Public Utilities 
Board of Directors is not aware of any pending legislation to make its electric rates subject to 
regulation.   
 
RESIDENTIAL AND GENERAL POWER RATES 
 
 The following schedule outlines the retail electric rates charged by the System as of June 
30, 2015: 
 

I. Residential Rates: 
  Customer Charge: $21.10 per month 
  Energy Charge: 7.135 cents per kWh 
  TVA Total Monthly Fuel Cost: 2.262 cents per kWh 
 
 II.  General Service Rates: 
  Usage Under 50 kW: 
  Customer Charge: $35.15 per month 
  Energy Charge: 8.177 cents per kWh  
  TVA Total Monthly Fuel Cost: 2.227 cents per kWh 
  

Usage Over 50 kW But Not More Than 1,000 kW: 
  Customer Charge: $175.00 per delivery point per month 
  Demand Charge: First 50 kW - $1.00 per kW   
   Over 50 kW - $15.01 per kW 
  Energy Charge: First 15,000 kWh – 8.164 cents per kWh 
   Additional kWh – 4.219 cents per kWh 
  TVA total Monthly Fuel Cost: First 15,000 kWh at 2.227 cents per kWh 
   Additional kWh – 2.188 cents per kWh 
 
  Usage Over 1,000 kW But not More Than 5,000 kW: 
  Customer Charge: $400.00 per delivery point per month 
  Demand Charge: First 1,000 kW - $15.87 per kW 
   Excess over 1,000 kW - $18.11 kW 
  Energy Charge: 3.996 cents per kWh per month 
  TVA Total Monthly Fuel Cost: 2.188 cents per kWh 
 
III.  MANUFACTURING RATES: 
 Usage Over 5,001 kW and/or kWh Usage Under 15,000 kW: 
  Customer Charge: $1,850.00 per delivery point per month 
  Demand Charge: Contract Demand - $19.65 per kW   
   Excess of Contract - $19.65 per kW 
  Energy Charge: 1.872 cents per kWh per month 
  TVA Total Monthly Fuel Cost: 2.175 cents per kWh 
  
 Source:  Audited Financial Statements, Fayetteville Public Utilities  
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OPERATING AND FINANCIAL HISTORY 
 
 
OPERATING HISTORY 
 
 The following tables present information relating to the number of meters in service, 
operating revenues of the System, and data on the largest industrial customers.  Unless otherwise 
stated, such information is presented for the fiscal years ended June 30 in the years shown.  
 
NUMBERS OF METERS IN SERVICE 
 

 2011 2012 2013 2014 2015 

Residential 15,497 15,752 15,514 15,505 15,604 
General Power – 50kW 2,160 2,206 2,179 2,173 2,177 
General Power – Over 50kW 211 206 204 199 190 
Street and Athletic 13 14 14 14 14 
Outdoor Lighting         29       34        30        34        43 

Total 17,910 18,212 17,941 17,925 18,028 
 
Source:  System Officials 
 
HISTORICAL ELECTRIC SYSTEM USE 
 
 The following table shows historical figures for the population of Lincoln County, the 
System's average number of customers, electric load and electric sales. 
 

Year Population 
Number  of 

Meters 
Peak System 

Demand (kW) Sales kWh 

2011 33,397 17,910 106,137 447,769,391 
2012 33,472 18,212 104,810 420,137,961 
2013 33,633 17,941 103,941 425,169,605 
2014 33,637 17,925 116,102 444,002,237 
2015 33,637 18,028 113,471 442,354,190 
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TEN LARGEST ELECTRIC CUSTOMERS IN 2015 
 
 The ten largest customers in the System in order of total kWh sales generated are listed 
below.  These ten top electric customers represent 17% of the total electric sales dollars and 23% 
of the total kWh demand. 
 

Name 
Annual Sales 

(Dollars) 
Annual 

(kWh) Usage 

Annual 
 kW 

Usage 

Goodman $2,022,653.98 28,881,571 58,390 

Copperweld 2,048,420.99 28,446,155 64,481 

Frito-Lay 1,478,427.58 22,441,261 38,332 

Lincoln Medical Center 539,939.45 6,246,240 10,473 

Wal-Mart 436,136.16 4,393,440 9,227 

C & S Plastics  373,149.23 3,789,760 8,974 

Lincoln Co. High School 284,255.70 2,864,700 7,231 

Franke Food Service Sys 211,733.29 2,164,200 4,969 

Donalson Care Center 165,651.97 1,716,600 4,020 

Fay Middle/High School      159,561.12     1,447,800     4,722 

TOTALS $7,719,929.47 102,391,727 210,819 
 
BROADBAND TELECOMMUNICATIONS NETWORK REVENUE BONDS, SERIES 
2000 
 

The City of Fayetteville, through the Fayetteville Electric System (“FPU”), began in 
May, 2000 construction of a Broadband Telecommunications Network (the “Broadband 
Networks”) which  provides broadband video services, local area telecommunications 
networking, wide area telecommunications networking, fiber optic transport, high speed 
broadband data and Internet access and utility management services to residents of the City of 
Fayetteville and surrounding areas. 
 

Tennessee Code Annotated Sections 7-52-601 et seq. (the “Broadband Act”) requires 
generally that FPU operate and finance the Broadband Network separately from the Electric 
System. In particular, the Broadband Act requires FPU to maintain a separate accounting and 
record-keeping system for the Broadband Network. Furthermore, the Broadband Act prohibits 
FPU from subsidizing the Broadband Network with revenues of the Electric System. However, 
the Broadband Act does permit revenues of the Electric System to be loaned to the Broadband 
Network at an interest rate not less than the rate of interest being earned by the Electric System 
on its invested funds. 
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In order to finance construction and equipping of the Broadband Network, and pursuant 
to a resolution adopted by the City’s Board of Mayor and Aldermen on March 29, 2000 (the 
“Broadband Network Resolution”), the City authorized and sold its $5,560,000 Broadband 
Telecommunications Network Revenue Bonds, Series 2000, dated April 1, 2000 (the 
“Broadband Network Bonds”). On December 20, 2011, the City fully refunded the Broadband 
Network Bonds with its $2,660,000 General Obligation Bonds, Series 2011 (the “Series 2011 
Broadband Network Bonds”).  Debt service on the Series 2011 Broadband Network Bonds 
payable from unlimited ad valorem taxes to be levied on all taxable property within the corporate 
limits of the City and additionally payable from, although not secured by, revenues of the City’s 
Broadband Network. 
 

Fayetteville Public Utilities’ Electric Department, in conjunction with the Tennessee 
Valley Authority - which has contracted to supply electricity to Fayetteville Public Utilities and 
contractually requires that Electric Department revenues be used solely in relation to the Electric 
Department - has concluded that the Electric Department will be the beneficial user of 28.87% of 
the Broadband Network. Accordingly, the Electric Department is required to make 28.87% (the 
“Beneficial Use Percentage”) of the required monthly deposit to the debt service sinking fund 
established with respect to the Series 2011 Broadband Network Bonds. These deposits to the 
Broadband Network sinking fund will be considered “current expenses” of the Electric 
Department and will therefore, under the terms of the Resolution, be made prior to the payment 
of debt service on the Bonds, or any other debt obligations of the Electric Department. The 
benefit of the Broadband Network to the Electric Department, and therefore the Beneficial Use 
Percentage, is subject to review and change by FPU and the Tennessee Valley Authority. 
However, the City cannot predict if or when FPU and or the Tennessee Valley Authority will 
review the Beneficial Use Percentage or whether such a review would result in an increase or a 
reduction in the Beneficial Use Percentage. 
 

The City’s total debt service obligation (principal and interest) with respect to the Series 
2011 Broadband Network Bonds is $1,786,265.  The Series 2011 Broadband Network Bonds 
mature each April 1 until 2020.  The maximum annual debt service obligation with respect to the 
Series 2011 Broadband Network Bonds is $357,965. 
 
PENSION  
 
 Substantially all employees of FPU, (including the gas and water departments, effective 
January 1, 2004, as described below) are participants in the National Rural Electric Cooperative 
Association (NRECA) Retirement & Security Program, a defined benefit pension plan qualified 
under section 401 and tax-exempt under section 501(a) of the Internal Revenue Code.  
 
 All employees age 21 years and older with one year of completed service are eligible to 
participate. Benefits are determined by a formula using the member’s high five-year average 
base salary, years of service and benefit rate of 1.7%. Employees become eligible to retire with 
an unreduced benefit at the age of 62. A reduced retirement benefit is available to all employees 
terminating employment prior to normal retirement. Disability benefits are available to active 
employees who become totally disabled. Employees become fully vested after five years of 
service or age 55. 
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 Effective January 1, 1999, the System adopted an amendment to the plan requiring no 
employee contribution. FPU is required to contribute an actuarially determined normal cost 
annually, a past service adjustment cost which provides for crediting retirement benefits for past 
service on a uniform basis for all participants, and a past service cost which provides a cost-of-
living adjustment for retirement benefits paid as annuities to participants. 
 
 The plan (a master multiple-employer plan) does not make separate measurements of 
assets and pension benefit obligation for individual employers. Information concerning the plan’s 
total net assets available for benefits, total pension benefit obligation and ten-year historical trend 
data is disclosed at the NRECA level. 
 
 FPU also has a defined contribution plan, under section 401(k) of the Internal Revenue 
Code, covering all employees who have completed six months of service.  Under the Plan, FPU 
matches employee contributions up to 1.25% of the employee’s base pay.  The employee must 
contribute 1.25% of their base pay in order to receive FPU’s matching contribution.  After-tax 
voluntary employee contributions are permitted by the Plan up to limits imposed by the Internal 
Revenue Code.   
 
PERSONNEL 
 
The average number of employees in the System for the following years is as follows:  
  

2011............................................ 59 
2012............................................ 58 
2013............................................ 57 
2014............................................ 56 
2015............................................ 56 
 

CAPITAL IMPROVEMENTS PROGRAM 
 
 In an effort to meet System demands and customer requirements as well as maintaining 
the existing system, the following capital improvements and additions are planned for the next 3 
years: 
 
 2015-2016 ................. $12,104,646 
 2016-2017 ................... $6,769,245 
 2017-2018 ................... $2,983,145 
 

  
 

[balance of page left blank] 
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CITY OF FAYETTEVILLE, TENNESSEE

Five Year Summary of Revenues, Expenditures and

Changes In Fund Balances - Electric System

2011 2012 2013 2014 2015

OPERATING REVENUES:

Charges for services 44,745,531$        42,096,598$        43,829,774$        45,394,138$        44,919,622$        

Other revenues 991,288               950,446               970,612               1,143,323            1,159,621            

     TOTAL OPERATING  REVENUES 45,736,819$        43,047,044$        44,800,386$        46,537,461$        46,079,243$        

OPERATING EXPENSES:

Purchased Power/Programming 34,502,170$        32,257,274$        33,009,964$        34,333,576$        34,667,157$        

Operation Expenses 3,678,330            3,731,645            3,624,398            3,479,933            3,452,816            

Maintenance Expenses 1,927,412            1,873,951            2,054,591            1,811,366            1,818,152            

Provision for Depreciation 2,063,739            2,128,050            2,110,595            2,412,092            2,326,588            

Taxes & Tax Equivalents 197,871               201,393               220,410               234,964               239,345               

     TOTAL OPERATING EXPENSES 42,369,522$        40,192,313$        41,019,958$        42,271,931$        42,504,058$        

INCOME FROM OPERATIONS 3,367,297$          2,854,731$          3,780,428$          4,265,530$          3,575,185$          

OTHER INCOME AND (EXPENSE):

Interest Income 162,458$             69,425$               37,802$               25,295$               27,427$               

Interest Expense (749,107)             (793,244)             (766,468)             (738,794)             (710,106)             

Amortization (107,361)             (70,607)               (17,925)               (15,146)               (15,146)               

Miscellaneous (1,191)                 (12,344)               6,445                  2,598                  (18,950)               

     OTHER INCOME  (EXPENSE) – NET (695,201)$           (806,770)$           (740,146)$           (726,047)$           (716,775)$           

NET INCOME 2,672,096$          2,047,961$          3,040,282$          3,539,483$          2,858,410$          

Capital contributions in aid of construction 403,294$             522,292$             225,069$             272,633$             340,768$             

Transfers out - taxes and tax equivalents (674,326)             (685,912)             (750,579)             (801,136)             (811,562)             

 

Retained Earnings, 

  at beginning of year 42,138,006$        44,539,070$        46,423,411$        48,643,130$        51,859,215$        

Adjustments -                          -                          (295,053)             205,105               -                          

RETAINED EARNINGS, 

   AT END OF YEAR 44,539,070$        46,423,411$        48,643,130$        51,859,215$        54,246,831$        

Source:   Comprehensive Annual Financial Report for Fayetteville Electric System, Fayetteville, Tennessee

For the Fiscal Year Ended June 30

B-11



C
IT

Y
 O

F
 F

A
Y

E
T

T
E

V
IL

L
E

, 
T

E
N

N
E

S
S

E
E

H
is

to
ri

ca
l 

C
o
v
er

ag
e 

O
f 

P
ro

fo
rm

a 
M

ax
im

u
m

 A
n
n
u
al

 D
eb

t 
S

er
v
ic

e 
R

eq
u
ir

em
en

ts
 -

 E
le

ct
ri

c 
S

y
st

em

2
0
1
1

2
0
1
2

2
0
1

3
2

0
1

4
2

0
1

5

N
et

 I
n
co

m
e

$
2
,6

7
2
,0

9
6

$
2
,0

4
7
,9

6
1

$
3
,0

4
0

,2
8

2
$

3
,5

3
9

,4
8

3
$

2
,8

5
8

,4
1

0

P
lu

s:

  
 T

ra
n
sf

er
s 

(T
ax

es
)

-
  

  
  

  
  

  
  

  
  
 

-
  

  
  

  
  

  
  

  
  

 
-

  
  

  
  

  
  

  
  

  
 

-
  

  
  

  
  

  
  

  
  

 
-

  
  

  
  

  
  

  
  

  
 

  
 D

ep
re

ci
at

io
n

, 
A

m
o

rt
iz

at
io

n
 a

n
d

 I
n

te
re

st
2
,9

2
0
,2

0
7

  
  

2
,9

9
1
,9

0
1

  
  

2
,8

9
4

,9
8

8
  

  
3

,1
6

6
,0

3
2

  
  

3
,0

5
1

,8
4

0
  

  

N
et

 R
ev

en
u
e 

A
v
ai

la
b

le
 f

o
r 

D
eb

t 
S

er
v
ic

e
$
5
,5

9
2
,3

0
3

$
5
,0

3
9
,8

6
2

$
5
,9

3
5

,2
7

0
$

6
,7

0
5

,5
1

5
$

5
,9

1
0

,2
5

0

A
ct

u
al

 A
n
n
u

al
 D

eb
t 

S
er

v
ic

e 
R

eq
u

ir
em

en
t

1
,4

5
3
,3

1
9

$
  

1
,7

3
0
,4

6
9

$
  

1
,7

3
3

,7
6

7
$
  

1
,7

3
2

,4
1

9
$

  
1

,7
3

6
,9

1
9

$
  

3
.8

5
x

2
.9

1
x

3
.4

2
x

3
.8

7
x

3
.4

0
x

M
ax

im
u
m

 A
n

n
u

al
 D

eb
t 

S
er

v
ic

e 
R

eq
u

ir
em

en
t 

(f
o
ll

o
w

in
g
 i

ss
u

an
ce

 o
f 

S
er

ie
s 

2
0

1
6

 B
o

n
d

s)
 (

2
0
2
8
)

1
,6

3
7
,1

0
0

$
  

1
,6

3
7
,1

0
0

$
  

1
,6

3
7

,1
0

0
$
  

1
,6

3
7

,1
0

0
$

  
1

,7
3

6
,9

1
9

$
  

S
en

io
r 

C
o
v
er

ag
e 

R
at

io
3
.4

2
x

3
.0

8
x

3
.6

3
x

4
.1

0
x

3
.4

0
x

F
o
r 

th
e 

F
is

c
a
l 

Y
ea

r 
E

n
d

ed
 J

u
n

e 
3

0

B-12



B-13 

THE CITY OF FAYETTEVILLE  
GENERAL INFORMATION 

  
 
LOCATION 
 
 The City of Fayetteville, Tennessee (the "City") is the county seat of Lincoln County (the 
“County”), which consists of about 408 square miles.   The County is located within 500 miles of 
76% of major U.S. markets, and is situated about 78 miles south of Nashville and 25 miles north 
of Huntsville, Alabama.  Five Tennessee Counties border the County: Giles County is to the 
West; Marshall, Bedford and Moore Counties are to the north; and Franklin County is to the 
East. The southern border of the County is the Alabama state line.  Population in Fayetteville as 
of the 2010 Census is 6,827.  According to the 2010 Census, the County’s population is 33,361. 
 
GENERAL 
 
 A part-time Mayor and Board of Aldermen with a full-time City Administrator govern the 
City.  The Municipal Analysis Services of Austin, Texas ranked the City to within the top 10% 
of cities nationwide in terms of efficiency (one of only 840 out of 8,331 cities and counties 
nationwide to receive such a rating.) 
 
 The County is especially prominent as a producer of livestock and dairy products.  Grain, 
cotton, tobacco and soybeans are the leading crops.    
 
TRANSPORTATION 

 Highways. U.S. Highways 64, 231 and 431 and State Highways 50, 110 and 121 pass 
through Fayetteville. Interstate I-65 is 17 miles west of Fayetteville, and I-24 is 30 miles 
northeast of Fayetteville.  
  

Rail and Intermodal. CSX transportation has a main rail line which runs through 
southwestern Lincoln County, and an offloading rail spur located in Delrose. In addition, the 
City also has access to a full-service intermodal facility (rail, motor freight, international air 
cargo) in Huntsville, which is served by Norfolk Southern.  
 
 Airports. For commercial aviation, Fayetteville is served by two international airports. 
Huntsville/Madison County International Airport is 35 miles south of Fayetteville and the 
Nashville International Airport is located 78 miles north of Fayetteville. In addition, Fayetteville 
Municipal Airport can accommodate corporate aircraft and is currently being upgraded to 
include state-of-the-art Global Positioning System (GPS) navigation equipment and a runway 
length of 6,000 feet.  

EDUCATION 
 
 There are two school systems in the County.  The Fayetteville City School System has 
three schools: one elementary, one middle and one high school.  The fall 2014 enrollment was 
1,549 students (K-9) with 100 teachers. The Lincoln County School System has eight schools: six 
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elementary schools, one ninth grade school and one high school.  The fall 2014 enrollment was 
4,036 students with 255 teachers.  There is one private school. 
 Source: Tennessee Department of Education. 
 
 Located 25 miles away in Huntsville is the University of Alabama in Huntsville (UAH), 
one of the premiere engineering schools in the southeast; Alabama A&M University and 
Oakwood College.  Lincoln County residents do not have to pay out-of-state tuition to attend 
these schools.  Conversely, Madison County residents do not pay out-of-state tuition to attend 
Motlow College in Tennessee. 
 

Motlow State Community College Fayetteville Center.   Motlow State Community 
College is an accredited public comprehensive community college that had a fall 2014 
enrollment of 4,793 students.  The College was founded in 1969 and is located in Tullahoma in 
Coffee County, Tennessee.  The associate degree program offers students an opportunity to earn 
an Associate of Arts or Associate of Science degree designed for transfer to a four-year-college 
or university.  Motlow State has offices and classrooms in Fayetteville, McMinnville and 
Smyrna.   

Source: Motlow State Community College. 
 
 Don Sundquist Center of Advanced Technologies.  Located adjacent to Motlow State 
Community College-Fayetteville Center in the Bullington Industrial Park is Fayetteville & 
Lincoln County's premier training facility for area businesses and industries. The Sundquist 
Center works directly with businesses and industries to design and develop customized training 
programs. Using state-of-the-art instructional technology, the 32,280 square feet facility provides 
video-teleconferencing/distance learning capability, specialty classrooms, and three high-bay 
industrial training areas. The Sundquist Center also provides courses in Computer-Aided Design, 
Technical Certificate Programs in Microcomputer Applications, Electronics, and Production 
Maintenance. The Center also houses the Licensed Practical Nursing program.  
 
 The Tennessee Technology Center at Pulaski.  The Tennessee Technology Center at 
Pulaski is part of a statewide system of 26 vocational-technical schools. The Tennessee 
Technology Center meets a Tennessee mandate that no resident is more than 50 miles from a 
vocational-technical shop.  The institution’s primary purpose is to meet the occupational and 
technical training needs of the citizens including employees of existing and prospective 
businesses and industries in the region.  The Technology Center at Pulaski serves the south 
central region of the state including Giles, Lincoln, Lawrence and Marshall Counties.  The 
Technology Center at Pulaski began operations in 1969, and the main campus is located in Giles 
County.  Fall 2013 enrollment was 1,260 students.   

Source:  Tennessee Technology Center at Pulaski. 
 
HEALTH FACILITIES  
 

Lincoln County Health System.   The Lincoln County Health System is located in 
Fayetteville and is owned and operated by Lincoln County. The 55-bed facility is a full-service, 
JCAHO-accredited health care system that serves the County and surrounding counties.  The 
facility began operation in 1917 and was moved to its current location in 2001. In addition, 
Lincoln Medical Center now offers a wide variety of services, such as a 24-hour emergency 
department and diagnostic services that include radiology, MRI, CT-scanning, ultrasound, 
mammography, laboratory testing, EKG, stress testing, Holter monitoring, echocardiograms, 



B-15 

vascular imaging with Doppler studies, bronchoscopy, systoscopy, laparoscopy, colonoscopy, 
gastroscopy, and endoscopy. Outpatient surgery is a convenient alternative at Lincoln Medical 
Center, and the Family Birthplace offers one of the most modern labor-delivery-recovery units in 
the Tennessee Valley. 
 
 The City has the advantage of being within an hour’s drive to two major cities like 
Nashville and Huntsville.  Nashville has several nationally recognized hospitals like Vanderbilt, 
St Thomas, Baptist, Centennial plus many other quality hospitals.  Huntsville, only 25 miles 
south, has the Huntsville Hospital and Columbia Medical Center. 
 
MANUFACTURING AND COMMERCE 
 
 There are several major employers which support the County. The County is also well 
located for the aerospace industry with easy commuting distance of Huntsville's Redstone 
Arsenal and Tullahoma's Arnold Engineering (AERO). Fayetteville/Lincoln County also has 
several available prime tracts for industrial development, with full infrastructure, including 
water, sewer, gas, electric, fire protection, and telecommunications.  
 
  Major Employers in Fayetteville 

 Company Product Employees 

Goodman Manufacturing* Air Conditioner & Furnaces 1,250 
Lincoln County Board of Education Education 707 
Frito-Lay, Inc. Snack Foods 650 
Lincoln County Health System Healthcare 630 
Wal-Mart Retail 362 
Franke, Inc. Restaurant Equipment 200 
Fayetteville City Schools Education 189 
C&S Plastics, LLC Injection Molding 150 
Lincoln County Government 136 
Copperweld Bimetallic Wire 125 
Fayetteville Public Utilities Utilities 114 
City of Fayetteville Government 110 
Gregory Manufacturing Metal Racks 100 
Genesco Shoe Terminal 85 
Parsons Oil Co Fuel & Convenience Stores 80 
Conner Industries, Inc. Remanufacture Wood Pallets 70 
Palatec Wood Pallets 60 
First class Printing Printing 55 
Hydro Aluminum Aluminum Parts for Automobiles 50 
Davie Ashley Sawmill, LLC Sawmill 48 
RTR Group, Inc. (Trilogy Pools) Fiberglass swimming pools 45 
 

* Goodman Manufacturing announced plans to close the plant by mid-2016. 
Source: Middle Tennessee Industrial Development Association and the Comprehensive Annual Financial Report 
and Auditor's Report of the City - 2015. 
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EMPLOYMENT INFORMATION 
 
 Unemployment levels for Lincoln County have been historically lower than average for 
counties in the State of Tennessee.  As of February 2016 the unemployment rate for the County 
was 4.0%, with 14,680 persons employed in a total labor force of 15,280. 
 
 Lincoln County Unemployment  
   

 
Annual 
Average 

Annual 
Average 

Annual 
Average 

Annual 
Average 

Annual 
Average 

 2011 2012 2013 2014 2015 

National 8.9% 8.1% 7.4% 6.2% 5.3% 
Tennessee 9.2% 8.0% 8.2% 6.7% 5.8% 
Lincoln County 6.1% 5.5% 5.8% 5.3% 4.9% 

Index vs. National 69 68 78 85 92 
Index vs. State 66 69 71 79 84 

 

Source: Tennessee Department of Labor & Workforce Development. 
 
ECONOMIC DATA 
  

 Lincoln County Per Capita Personal Income 
 

 2010 2011 2012 2013 2014 

National $40,277 $42,453 $44,266 $44,438 $46,049 
Tennessee $35,601 $37,323 $39,137 $39,312 $40,457 
Lincoln County $31,365 $33,277 $34,125 $34,931 $35,789 

Index vs. National 78 78 77 79 78 
Index vs. State 88 89 87 89 88 

 

Source:  Bureau of Economic Analysis. 
 

 Social and Economic Characteristics 
 

 National Tennessee 
Lincoln 
County Fayetteville 

Median Value Owner Occupied Housing $175,700 $139,900 $108,100 $95,400 

% High School Graduates or Higher 
   Persons 25 Years Old and Older  86.30% 84.90% 82.3% 80.5% 

% Persons with Income Below 
   Poverty Level 14.80% 18.30% 16.5% 28.0% 

Median Household Income $53,482 $44,621 $41,328 $30,488 
 

Source:  U.S. Census Bureau State & County QuickFacts - 2014. 
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RECREATION 
 
 Goodman Manufacturing. The air conditioning and heating equipment plant announced 
plans to close the plant by mid-2016 to consolidate all of its production in a new $417 million 
facility in Houston, Texas.  This announcement also included the plant in Dayton, TN.  With 
both plants closing it adds up to nearly 2,000 jobs lost in the state. 
 
 Lincoln County Fair.  The Fair has been consistently judged as one of the best local fairs 
in America. Traditional fair activities include shows, the carnival midway, rides and livestock, 
agricultural and craft exhibitions. In addition, Lincoln County's fair boasts the only horse harness 
racing in the State. 
 
 
 
 
 
 

[balance of page left blank] 
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SUMMARY OF CERTAIN PROVISIONS OF THE ELECTRIC RESOLUTION 

 
  





 

 

SUMMARY OF THE BOND RESOLUTION 

 

 The Electric System Revenue Refunding Bonds, Series 2016 (the “2016 Bonds”) are authorized 

and issued pursuant to a resolution of the Board of Mayor and Aldermen of the City of Fayetteville, 

Tennessee (the “Issuer”) adopted on April 12, 2016 (the “2016 Resolution”).  The 2016 Resolution is 

supplementary to a resolution of the Board of Mayor and Aldermen of the Issuer, adopted on May 13, 

2003 (the “2003 Resolution”), as supplemented and amended by resolution of the Board of Mayor and 

Aldermen of the Issuer, adopted on July 10, 2007 (the “2007 Resolution”) authorizing the issuance of the 

Issuer’s outstanding Electric System Revenue Bonds, Series 2007 and as supplemented and amended by 

resolution of the Board of Mayor and Aldermen of the Issuer, adopted on March 10, 2009 (the “2009 

Resolution”) authorizing the issuance of the Issuer’s outstanding Electric System Revenue Bonds, Series 

2009.  The 2003 Resolution, as supplemented and amended by the 2007 Resolution, the 2009 Resolution 

and the 2016 Resolution, is hereinafter referred to as the “Resolution.”  The terms of the Resolution are 

equally applicable to the 2007 Bonds, the 2009 Bonds and the 2016 Bonds. The following statements are 

brief summaries of certain provisions of the Resolution and are in all respects subject to and qualified in 

their entirety by references to the Resolution.  Capitalized terms not defined herein shall have the 

meanings assigned thereto in the Resolution. 

 

 Definitions 

 

“Acquired System” shall mean any separate electrical power generation, transmission or 

distribution system or any combination thereof acquired by the Issuer pursuant to State law. 

 

“Balloon Indebtedness” shall mean any bonds, notes or other indebtedness, other than Short-Term 

Indebtedness, 25% or more of the initial principal amount of which matures (or must be redeemed at the 

option of the holder) during any twelve month period, if such 25% or more is not to be amortized to 

below 25% by mandatory redemption prior to the beginning of such twelve month period. 

 

“Bond Fund” shall mean the Bond and Interest Fund established pursuant to the 2003 Resolution. 

 

“Bonds” shall mean the 2007 Bonds, the 2007 Bonds, the 2016 Bonds and any Parity Bonds 

hereafter issued. 

 

“Capital Appreciation Bonds” shall mean bonds, which bear interest at a stated interest rate of 

0.0% per annum, have a value on any applicable date equal to the Compound Accreted Value thereof on 

that date, and are payable only at maturity or earlier redemption. 

 

“Compound Accreted Value” shall mean the value at any applicable date of any Capital 

Appreciation Bond, computed as the original principal amount thereof for each maturity date, plus an 

amount equal to interest on said principal amount (computed on the basis of a 360-day year of twelve 30-

day months) compounded semi-annually on such dates as shall be established by the resolution 

authorizing the Capital Appreciation Bonds, from the dated date to said applicable date, at an interest rate 

which will produce at maturity the Maturity Amount for such maturity date. 

 

“Credit Facility” shall mean any municipal bond insurance policy, letter of credit, surety bond, 

line of credit, guarantee, or other agreement under which any person other than the Issuer provides 

additional security for the Bonds and guarantees timely payment of or purchase price equal to the 

principal of and interest on all or a portion of the Bonds and shall include any Reserve Fund Credit 

Facility. 
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“Current Expenses” means and shall include but not be limited to, expenses for ordinary repairs, 

removals and replacements of the System, salaries and wages, employees’ health, hospitalization, pension 

and retirement expenses, fees for services, materials and supplies, rents, administrative and general 

expenses (including legal, engineering, accounting and financial advisory fees and expenses and costs of 

other consulting or technical services not funded with proceeds of bonds, notes or other debt obligations), 

insurance expenses, taxes and other governmental charges, the imposition or amount of which is not 

subject to control of the Utilities Board, any payments made by the Issuer or by the Utilities Board on 

behalf of the Issuer during any Fiscal Year to purchase electrical power for distribution and sale during or 

after the end of that Fiscal Year, and other payments made under any electrical power supply contract or 

commodity swap or other hedging mechanism, and any principal or interest payments made by the Issuer 

or by the Utilities Board on behalf of the Issuer during any Fiscal Year on bonds, notes or other 

obligations, including loan agreements, issued or entered into for the purpose of financing the purchase of 

electrical power, and to the extent so provided by the resolution authorizing such bonds, notes or 

obligations and to the extent not inconsistent with generally accepted accounting principles.  Current 

Expenses do not include depreciation or obsolescence charges or reserves therefore, amortization of 

intangibles or other bookkeeping entries of a similar nature, on bonds, notes or other debt obligations of 

the System payable from Net Revenues of the System, costs or charges made therefor, capital additions, 

replacements, betterments, extensions or improvements to or retirement from the System which under 

generally accepted accounting principles are properly chargeable to the capital account or the reserve for 

depreciation, and do not include losses from the sale, abandonment, reclassification, revaluation or other 

disposition of any properties of the System, nor such property items, including taxes and fuels, which are 

capitalized pursuant to the then existing accounting practices of the Issuer or expenses of an Acquired 

System if revenues of the Acquired System are not included in Revenues at the election of the Issuer at 

the direction of the Utilities Board. 

 

“Current Interest Bonds” shall mean any Bonds that pay interest semi-annually or at other 

periodic intervals of not greater than one year. 

 

“Debt Service Requirement” means the total principal, Maturity Amounts and interest coming 

due, whether at maturity or upon mandatory redemption (less any amount of interest that is capitalized 

and payable with the proceeds of debt on deposit with the Issuer or any paying agent for the Bonds or 

other obligations of the Issuer payable from all or some portion of Revenues), for any period of 12 

consecutive calendar months for which such a determination is made, provided: 

 

(i) The Debt Service Requirement with respect to Variable Rate Indebtedness shall be 

determined as if the variable rate in effect at all times during future periods equaled, at 

the option of the Issuer at the direction of the Utilities Board, either (A) the average of the 

actual variable rate which was in effect (weighted according to the length of the period 

during which each such variable rate was in effect) for the most recent 12-month period 

immediately preceding the date of calculation for which such information is available (or 

shorter period if such information is not available for a 12-month period), or (B) the 

current average annual fixed rate of interest on securities of similar quality and tax status 

and having a similar maturity date, as certified by a Financial Adviser. 

 

(ii) The Debt Service Requirement with respect to any Hedged Obligations for so long as the 

provider of the related Hedge Agreement has not defaulted on its payment obligations 

thereunder shall be calculated by adding (x) the amount of interest payable by the Issuer 

on such Hedged Obligations pursuant to their terms and (y) the amount of Hedge 

Payments payable by the Issuer under the related Hedge Agreement and subtracting (z) 

the amount of Hedge Receipts payable by the provider of the related Hedge Agreement at 

the rate specified in the related Hedge Agreement; provided, however, that to the extent 
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that the provider of any Hedge Agreement is in default thereunder, the amount of interest 

payable by the Issuer on the related Hedged Obligations shall be the interest calculated as 

if such Hedge Agreement had not been executed.  In determining the amount of Hedge 

Payments or Hedge Receipts that are not fixed throughout the Hedge Period (i.e., which 

are variable), payable or receivable for any future period, such Hedge Payments or Hedge 

Receipts for any period of calculation (the “Determination Period”) shall be computed (i) 

by assuming that the variables comprising the calculation (e.g., indices) applicable to the 

Determination Period are equal to the average of the actual variables which were in effect 

(weighted according to the length of the period during which each such variable was in 

effect) for the most recent 12-month period immediately preceding the date of calculation 

for which such information is available (or shorter period if such information is not 

available for a 12-month period) or (ii) by using the same assumptions with respect to the 

Hedged Obligations as may be used for determining the assumed interest rate for 

Variable Rate Indebtedness. 

 

(iii) For the purpose of calculating the Debt Service Requirement on Balloon Indebtedness 

and Short-Term Indebtedness, at the option of the Issuer at the direction of the Utilities 

Board, (x) the actual principal and interest on such Balloon Indebtedness and Short Term 

Indebtedness shall be included in the Debt Service Requirement, subject to the other 

assumptions contained herein, or (y) such Balloon Indebtedness and Short Term 

Indebtedness shall be assumed to be amortized in substantially equal annual amounts to 

be paid for principal and interest over an assumed amortization period of 20 years at an 

assumed interest rate (which shall be the interest rate certified by a Financial Adviser to 

be the interest rate at which the Issuer could reasonably expect to borrow the same 

amount by issuing bonds with the same priority of lien as such Balloon Indebtedness and 

Short Term Indebtedness and with a 20-year term); provided, however, that if the 

maturity of such Balloon Indebtedness is in excess of 20 years from the date of issuance, 

then such Balloon Indebtedness shall be assumed to be amortized in substantially equal 

annual amounts to be paid for principal and interest over an assumed amortization period 

of years equal to the number of years from the date of issuance of such Balloon 

Indebtedness to maturity and at the interest rate applicable to such Balloon Indebtedness; 

provided further that this paragraph shall not be applicable for purposes of determining 

the Issuer’s Debt Service Requirement for purposes of the rate covenant unless the Issuer 

has a written commitment from a bank, underwriting firm or other financial institution 

with a Rating in one of two highest categories of at least one Rating Agency (ignoring 

any gradations within a Rating Category) to refinance at least 90% of the principal 

amount of such Balloon Indebtedness or Short-Term Indebtedness coming due in the 

relevant Fiscal Year. 

 

“Financial Adviser” means an investment banking or financial advisory firm, commercial bank, 

or any other person who or which is retained by the Issuer or the Utilities Board on behalf of the Issuer 

for the purpose of passing on questions relating to the availability and terms of specified types of debt 

obligations or the financial condition or operation of the System and is actively engaged in and, in the 

good faith opinion of the Issuer, has a favorable reputation for skill and experience in providing financial 

advisory services of the type with respect to which the Financial Adviser has been retained. 

 

“Financial Guaranty Agreement” shall mean any Financial Guaranty Agreement authorized by 

the Resolution to be executed in connection with a Reserve Fund Credit Facility. 

 

“Fiscal Year” shall mean the twelve month period beginning July 1 of each year and ending June 

30 of the following year. 
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“Governing Body” shall mean the Board of Mayor and Aldermen of the Issuer. 

 

“Loan Agreement(s)” shall mean any agreement or contract entered into by the Issuer whereby a 

third party agrees to advance funds to the Issuer and the Issuer agrees to repay those funds with interest. 

 

“Loan Repayment Date” shall have the meaning set forth in the 2003 Loan Agreement. 

 

“Hedge Agreement” means, without limitation, (i) any contract known as or referred to or which 

performs the function of an interest rate swap agreement, currency swap agreement, forward payment 

conversion agreement, or futures contract; (ii) any contract providing for payments based on levels of, or 

changes or differences in, interest rates, currency exchange rates, or stock or other indices; (iii) any 

contract to exchange cash flows or payments or series of payments; (iv) any type of contract called, or 

designed to perform the function of, interest rate floors, collars, or caps, options, puts, or calls, to hedge or 

minimize any type of financial risk, including, without limitation, payment, currency, rate, or other 

financial risk; and (v) any other type of contract or arrangement that the Issuer determines is to be used, or 

is intended to be used, to manage or reduce the cost of any Bonds, to convert any element of any Bonds 

from one form to another, to maximize or increase investment return, to minimize investment return risk, 

or to protect against any type of financial risk or uncertainty. 

 

“Hedged Obligations” means any Bonds for which the Issuer shall have entered into a Hedge 

Agreement. 

 

“Hedge Payments” means amounts payable by the Issuer pursuant to any Hedge Agreement, 

other than Termination Payments, fees, expenses, and indemnity payments. 

 

“Hedge Period” means the period during which a Hedge Agreement is in effect. 

 

“Hedge Receipts” means amounts payable by any provider of a Hedge Agreement pursuant to 

such Hedge Agreement, other than Termination Payments, fees, expenses, and indemnity payments. 

 

“Maturity Amount” shall mean the Compound Accreted Value on the stated maturity date of a 

Capital Appreciation Bond. 

 

“Maximum Annual Debt Service Requirement” shall mean the maximum annual Debt Service 

Requirement for any Fiscal Year of the Issuer. 

 

“Net Revenues” shall mean Revenues, excluding any profits or losses on the sale or other 

disposition, not in the ordinary course of business, of investments or fixed or capital assets, less Current 

Expenses. 

 

“Parity Bonds” shall mean bonds, notes, Loan Agreements, and other debt obligations, including 

Balloon Indebtedness, Short-Term Indebtedness and Variable Rate Indebtedness, hereafter issued by or 

entered into by the Issuer on a parity with the Bonds, in accordance with the restrictive provisions of the 

Resolution, including any bonds or other obligations secured by a pledge of and/or lien on an Acquired 

System and the revenues derived from the operation of such Acquired System (provided such pledge and 

lien are subject only to normal and customary expenses of operating, maintaining, repairing and insuring 

any such System), so long as the Acquired System is not being operated separately from the System as is 

permitted herein or the revenues from such Acquired System are not excluded from Revenues. 
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“Rating” means a rating in one of the categories by a Rating Agency, disregarding pluses, 

minuses, and numerical gradations. 

 

“Rating Agencies” or “Rating Agency” means Fitch IBCA, Inc., Moody’s Investors Service, Inc., 

and Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc., or any 

successors thereto and any other nationally recognized credit rating agency. 

 

“Reserve Fund” shall mean the Debt Service Reserve Fund established pursuant to the 

Resolution. 

 

 “Reserve Fund Credit Facility” means a municipal bond insurance policy, surety bond, letter of 

credit, line of credit, guarantee or other agreement provided by a Reserve Fund Credit Facility Issuer 

which provides for payment of amounts equal to all or any portion of the Reserve Fund Requirement in 

the event of an insufficiency of moneys in the Bond Fund to pay when due principal of and interest on all 

or a portion of the Bonds. 

 

 “Reserve Fund Credit Facility Issuer” shall mean the issuer of a Reserve Fund Credit Facility 

rated in the highest rating category by each Rating Agency which maintains a rating on such Issuer. 

 

“Reserve Fund Requirement” shall mean the least of (a) the Maximum Annual Debt Service 

Requirement on the Bonds; (b) 125% of the average annual principal and interest requirement, when due, 

on a Fiscal Year basis, including principal payable by reason of the mandatory redemption provisions of 

any Bonds, or (c) 10% of the stated principal amount of the Bonds, as from time to time interpreted under 

the Code; provided, however, with respect to Variable Rate Indebtedness, it shall be assumed that such 

Variable Rate Indebtedness bears interest through maturity at that rate which the original purchaser of 

such Variable Rate Indebtedness or the Financial Advisor certifies as of the date of issuance thereof 

would have borne had such Variable Rate Indebtedness borne a fixed rate of interest based upon securities 

of similar quality and tax-status and having a similar maturity date or dates. 

 

“Revenue Fund” shall mean the Revenue Fund established pursuant to the Resolution. 

 

“Revenues” shall mean all revenues, rentals, earnings and income of the System from whatever 

source, determined in accordance with generally accepted accounting principles, including all revenues 

derived from the operation of the System; proceeds from the sale of property; proceeds of insurance and 

condemnation awards and compensation for damages, to the extent not applied to the payment of the cost 

of repairs, replacements and improvements; and all amounts realized from the investment of money in the 

accounts and funds of the System, including money in any accounts and funds created by the Resolution 

and resolutions authorizing any Parity Bonds or bonds subordinate to the Bonds (excluding any 

investment earnings from construction or improvement funds created for the deposit of bond proceeds 

pending use, to the extent such income is applied to the purposes for which the bonds were issued, and 

funds created to refund any outstanding obligations payable from Revenues of the System) and at the 

election of the Utilities Board on behalf of the Issuer, shall not include any rates, fees, rentals or other 

charges or other income received by the Issuer from the operation of an Acquired System and any bonds 

or other obligations issued in connection with such Acquired System shall not be payable from or secured 

by Net Revenues or be deemed to be Parity Bonds. 

 

“Short-Term Indebtedness” shall mean bonds, notes, Loan Agreements or other debt obligations, 

including Variable Rate Indebtedness, maturing five (5) years or less from their date of issuance, issued 

by the Issuer as Parity Bonds in accordance with the restrictive provisions of the Resolution. 
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“System” shall mean electrical power distribution system of the Issuer any electrical power 

distribution and/or transmission system hereafter acquired, constructed or otherwise established, including 

all improvements and extensions made by the Issuer or the Board on behalf of the Issuer while the Bonds 

remain outstanding, and including all real and personal property of every nature comprising part of or 

used or useful in connection with the foregoing, and including all appurtenances, contracts, leases, 

franchises, and other intangibles; provided, however, at the election of the Governing Body, an Acquired 

System may be included within the System as defined herein and become a part thereof or, at the election 

of the Issuer or the Utilities Board on behalf of the Issuer, not become a part of the System but be 

operated as a separate and independent system by the Utilities Board on behalf of the Issuer with the 

continuing right, upon the election of the Issuer at the request of the Utilities Board, to incorporate such 

separately Acquired System within the System. 

 

“Termination Payments” means an amount payable by or to the Issuer upon termination of a 

Hedge Agreement. 

 

“2007 Bonds” means the Issuer’s Electric System Revenue Bonds, Series 2007, dated July 10, 

2007. 

“2009 Bonds” means the Issuer’s Electric System Revenue Bonds, Series 2009, dated their date 

of issuance. 

“Utilities Board” shall mean the Board of Public Utilities of the City of Fayetteville, Tennessee. 

“Variable Rate Indebtedness” means any Parity Bonds, the interest rate on which is subject to 

periodic adjustment, at intervals, at such times and in such manner as shall be determined by resolution 

authorizing such Parity Bonds; provided that if the interest rate shall have been fixed for the remainder of 

the term thereof, it shall no longer be Variable Rate Indebtedness. 

 

 Source of Payment; Equality of Lien; Pledge of Net Revenues 

 

The punctual payment of principal of and interest on the Bonds and Hedge Payments, net of 

Hedge Receipts, shall be payable from and secured equally and ratably by the Net Revenues without 

priority by reason of number or time of sale or execution or delivery and, subject to the prior pledge of 

such Net Revenues in favor of the Prior Lien Bond. The Net Revenues are irrevocably pledged to the 

punctual payment of such principal, premium, and interest on the Bonds. 

 

Application of Revenues 

The entire Revenues of the system, including all revenues, rentals, earnings and income of the 

System shall be deposited as collected to the Revenue Fund of the Issuer administered and controlled by 

the Utilities Board.  The money so deposited shall be used only as follows: 

 

(a) The money in the Revenue Fund shall be used first from month to month for the payment 

of Current Expenses. 

 

(b) The money remaining in the Revenue Fund, after payment of Current Expenses, shall 

next be used to make deposits into a separate and special fund, to be known as the “Bond and Interest 

Fund” (the “Bond Fund”), to be kept separate and apart from all other funds of the Issuer and used to pay 

principal of, Maturity Amounts and interest on Bonds as the same become due, either by maturity or 

mandatory redemption and to make Hedge Payments net of Hedge Receipts, if any, related to Bonds.  
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Such deposits shall be made monthly, or as otherwise set forth herein, until the Bonds are paid in full or 

discharged and satisfied. 

 

Each monthly deposit shall consist of an interest component and a principal component.  With 

respect to the Bonds, if interest is payable semi-annually, then the interest component shall be an amount 

equal to not less than one-sixth (1/6th) of the interest coming due on the Bonds then outstanding on the 

next succeeding interest payment date, unless otherwise specified in the resolution authorizing such Parity 

Bonds.  If the interest is payable more frequently than semi-annually, then the amount of the interest to be 

deposited shall be specified in any resolution authorizing such Parity Bonds.  The principal component 

shall be an amount not less than one-twelfth (1/12) of the total of the Maturity Amounts or principal 

amounts, as the case may be, coming due, whether by maturity or mandatory redemption, on the Bonds 

then outstanding during such twelve-month period.  No further monthly or periodic deposit shall be 

required with respect to the next principal or interest payment date when the Bond Fund balance is equal 

to or greater than the amount needed to pay interest coming due on the next interest payment date and the 

total of the Maturity Amounts or principal amounts payable, either by maturity or mandatory redemption, 

during the applicable twelve-month period.  Money in the Bond Fund shall be used solely and is hereby 

expressly and exclusively pledged for the purpose of paying principal of, including Maturity Amounts 

and mandatory sinking fund payments, and interest on the Bonds. 

 

Each deposit as to interest may take into account expected Hedge Payments related to such 

interest payments. 

 

(c) The next available money in the Revenue Fund shall be paid to any Reserve Fund Credit 

Facility Issuer or Issuers (pro rata, if more than one) to the extent needed to reimburse the Reserve Fund 

Credit Facility Issuer for amounts advanced by the Reserve Fund Credit Facility Issuer or Issuers under 

the Reserve Fund Credit Facility, including any amounts payable under any Financial Guaranty 

Agreement, together with reasonable related expenses incurred by the Reserve Fund Credit Facility Issuer 

and interest as provided in the Financial Guaranty Agreement. 

 

(d) The Reserve Fund Requirement for the Bonds shall be fully satisfied by a Reserve Fund 

Credit Facility or Facilities, funds of the Issuer, or proceeds of the Bonds or a combination thereof, 

deposited into a separate and special fund, to be known and designated as the “Debt Service Reserve 

Fund” (the “Reserve Fund”) hereby created to be kept separate and apart from all other funds of the 

Issuer.  No deposit shall be required to be made to the Reserve Fund unless the amount in the Reserve 

Fund, together with the Reserve Fund Credit Facility or Facilities, if any, becomes less than the Reserve 

Fund Requirement. 

 

In the event deposits to the Reserve Fund shall be required, the next available money in the 

Reserve Fund shall be used to make deposits monthly as hereafter provided and each deposit shall be in a 

minimum amount equal to 1/24th of the difference between the Reserve Fund Requirement and the 

amount in said Fund, together with the Reserve Fund Credit Facility or Facilities, if any, immediately 

following the occurrence of such deficiency, so that any deficiency in said Fund shall be replenished over 

a period of not greater than twenty-four (24) consecutive months; provided, any monthly payments in 

excess of said minimum payments shall be a credit against the next ensuing payment or payments.  Any 

deposits required to be made hereunder shall be made monthly at the same time as deposits are made to 

the Bond Fund, commencing the first month in which the amount in the Fund, together with the Reserve 

Fund Credit Facility or Facilities, if any, is less than the Reserve Fund Requirement.  All deposits to the 

Reserve Fund shall be made from the first money in the Revenue Fund thereafter received which shall not 

then be required to pay Current Expenses, to be transferred into the Bond Fund, or to be paid to the 

Reserve Fund Credit Facility Issuer or Issuers as above provided.  Money in the Reserve Fund shall be 
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used solely for the purpose of paying principal or Maturity Amounts of or interest on the Bonds for the 

payment of which funds are not available in the Bond Fund. 

 

At the option of the Issuer, the Issuer may satisfy the Reserve Fund Requirement, or a portion 

thereof at any time, by providing for the benefit of owners of the Bonds a Reserve Fund Credit Facility or 

Facilities in an amount not greater than the Reserve Fund Requirement applicable to the Bonds and 

release funds on deposit in the Reserve Fund to be used for any legally permissible purpose.  In the event 

any Reserve Fund Credit Facility Issuer, or any successor thereto, shall cease to have a rating required for 

a Reserve Fund Credit Facility Issuer or any Reserve Fund Credit Facility becomes unenforceable for any 

reason, within 90 days from the date the Issuer receives notice of either of said events, the Issuer shall 

either substitute a new Reserve Fund Credit Facility or Facilities or commence funding the Reserve Fund 

from Net Revenues as required by the preceding paragraph hereof, or a combination thereof.  At any time 

during the term of the Resolution, the Issuer shall have the right and option to substitute a new Reserve 

Fund Credit Facility or Facilities for any Reserve Fund Credit Facility or Facilities previously delivered, 

upon notice to the Registration Agent and the Reserve Fund Credit Facility Issuer or Issuers and delivery 

of a Reserve Fund Credit Facility or Facilities in substitution therefor. 

 

In the event of the issuance of Parity Bonds pursuant to the restrictive provisions of the 

Resolution or the substitution of a Reserve Fund Credit Facility or Facilities for less than the full amount 

of the Reserve Fund Requirement, the Issuer shall immediately satisfy the Reserve Fund Requirement by 

depositing funds to the Reserve Fund or obtaining a Reserve Fund Credit Facility or Facilities, or any 

combination thereof, in an aggregate amount equal to the Reserve Fund Requirement for the Bonds and 

Parity Bonds taking into account any funds then held therein or the amount of any Reserve Fund Credit 

Facility or Facilities then in effect. 

 

In the event of the necessity of a withdrawal of funds from the Reserve Fund during a time when 

the Reserve Fund Requirement is being satisfied by a Reserve Fund Credit Facility or Facilities and funds 

of the Issuer, the funds shall be disbursed completely before any demand is made on the Reserve Fund 

Credit Facility.  In the event all or a portion of the Reserve Fund Requirement is satisfied by more than 

one Reserve Fund Credit Facility, any demand for payment shall be pro rata between or among the 

Reserve Fund Credit Facilities.  If a disbursement is made by demand on a Reserve Fund Credit Facility, 

the Issuer, from Revenues after payment of Current Expenses and required deposits to the Bond Fund, 

shall reimburse the Reserve Fund Credit Facility Issuer for all amounts advanced under the Reserve Fund 

Credit Facility (pro rata, if more than one Reserve Fund Credit Facility), including all amounts payable 

under any Financial Guaranty Agreement or Agreements, and then replenish the Reserve Fund as 

provided in the Resolution. 

 

In the event the Reserve Fund Requirement, or any part thereof, shall be satisfied with a Reserve 

Fund Credit Facility or Facilities, notwithstanding any other provision to the contrary, the terms, 

covenants, liability and liens provided or created herein or in any resolution supplemental hereto shall 

remain in full force and effect and said terms, covenants, liability and liens shall not terminate until all 

amounts payable under any Financial Guaranty Agreement have been paid in full and all obligations 

thereunder performed in full.  If the Issuer shall fail to pay when due all amounts payable under any 

Financial Guaranty Agreement, the Reserve Fund Credit Facility Issuer shall be entitled to exercise any 

and all remedies available at law or under the Resolution other than remedies which would adversely 

affect owners or holders of the Bonds. 

 

It shall be the responsibility of the Issuer to maintain adequate records, verified with the Reserve 

Fund Credit Facility Issuer or Issuers, as to the amount available to be drawn at any given time under the 

Reserve Fund Credit Facility or Facilities and as to the amounts paid and owing to the Reserve Fund 

Credit Facility Issuer or Issuers under the terms of any Financial Guaranty Agreement. 
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(e) The next available money in the Revenue Fund shall be used for the payment of all other 

payments to be made with respect to the Bonds. 

 

(f) The next available money in the Revenue Fund shall be used for the purpose of the 

payment of principal of and interest on (including reasonable reserves therefor) any bonds or other 

obligations payable from revenues of the System, but junior and subordinate to the Bonds.  Termination 

Payments received in connection with a Hedge Agreement shall be deposited to the Revenue Fund and 

Termination Payments required of a Issuer in connection with a Hedge Agreement shall be paid as a 

subordinate lien obligation pursuant to this subsection. 

 

(g) Money on deposit in the Funds may be invested by the Issuer in such investments as shall 

be permitted by applicable law, as determined by an authorized representative of the Issuer, all such 

investments to mature not later than the date on which the money so invested shall be required for the 

purpose for which the respective Fund was created.  All income derived from such investments shall be 

regarded as Revenues of the System and shall be deposited in the Revenue Fund.  Such investments shall 

at any time necessary be liquidated and the proceeds thereof applied to the purpose for which the 

respective Fund was created; provided, however, that in no event shall moneys in the Reserve Fund be 

invested in instruments that mature more than two (2) years from the date the money is so invested.  The 

Issuer is authorized to enter into contracts with third parties for the investment of funds in any of the 

Funds. 

 

(h) The Revenue Fund, the Bond Fund, and the Reserve Fund (except to the extent funded 

with a Reserve Fund Credit Facility or Facilities) shall be held and maintained by the Issuer and, when 

not invested, kept on deposit with a bank or financial institution regulated by and the deposits of which 

are insured by the Federal Deposit Insurance Corporation or similar federal agency.  All moneys in such 

Funds so deposited shall at all times be secured to the extent and in the manner required by applicable 

State law. 

 

 

Prohibition of Prior Lien; Parity Bonds 

 

The Issuer will issue no other bonds or obligations of any kind or nature payable from or enjoying 

a lien on the Revenues of the System having priority over the Bonds. 

 

Additional bonds may hereafter be issued on a parity with the Bonds under the following 

conditions but not otherwise: 

 

(a) Additional bonds may be issued on a parity with the Bonds without regard to the 

requirements of the restrictive provisions authorizing parity bonds under the Resolution, if such bonds 

shall be issued for the purpose of refunding any of the Bonds which shall have matured or have become 

subject to mandatory redemption or which shall mature or become subject to mandatory redemption not 

later than three months after the date of delivery of such refunding bonds and for the payment of which 

insufficient money is available in the Bond Fund. 

 

(b) Additional bonds may be issued on a parity with the Bonds without regard to the 

requirements of the restrictive provisions authorizing parity bonds under the Resolution, if such bonds 

shall be issued for the purpose of refunding any outstanding Bonds under circumstances not resulting in 

the defeasance of all of the Bonds pursuant to the resolution authorizing such Bonds, provided the 

Maximum Annual Debt Service Requirement computed with respect to all Bonds to be outstanding as of 

the date of issuance of such additional bonds (and after giving effect to the application of the proceeds 
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thereof) shall not be greater than 105% of the Maximum Annual Debt Service Requirement computed 

with respect to all Bonds outstanding as of the date immediately preceding the issuance of such additional 

bonds. 

 

(c) Additional bonds may be issued on a parity with the Bonds if all of the following 

conditions shall have been met: 

 

(1) Either: 

 

(A) the Net Revenues of the System for twelve consecutive months out of the 

eighteen months immediately preceding the issuance of such additional bonds must have 

been equal to at least one and two-tenths (1.20) times the Maximum Annual Debt Service 

Requirement computed with respect to the bonds proposed to be issued, and the Bonds 

other than any Bonds intended to be refunded by the proposed additional bonds; or 

 

(B) the Net Revenues of the System for the twelve consecutive months out of 

the eighteen months immediately preceding the issuance of the proposed additional 

bonds, as certified by the Financial Advisor, must be equal at least to one and two-tenths 

(1.20) times the Maximum Annual Debt Service Requirement computed with respect to 

the bonds proposed to be issued and the outstanding Bonds, and one (1.0) times the 

Maximum Annual Debt Service on any subordinate lien obligations other than the 

obligations intended to be refunded by the proposed bonds; provided, however, that if 

prior to the sale of such additional bonds or the incurring of additional indebtedness the 

Issuer shall have adopted a revised schedule of rates for the System and resolved to put 

such rate schedule in effect at or prior to the issuance of the additional bonds, then the 

Net Revenues for the Fiscal Year immediately preceding the issuance of such additional 

bonds or the incurring of additional indebtedness, as certified by an independent engineer 

or engineering firm or a nationally recognized firm of financial feasibility consultants 

having a favorable reputation for skill and experience in the financial feasibility of 

electrical power systems, that would have resulted from such rates had they been in effect 

for such period, may be used in lieu of the actual Net Revenues for such Fiscal Year; and 

the Net Revenues for each of the next three Fiscal Years ending after the issuance of the 

additional bonds, as estimated by an independent engineer or engineering firm, or a 

nationally recognized firm of financial feasibility consultants, having a favorable 

reputation for skill and experience in the financial feasibility of electrical power systems, 

must be equal to at least one and two-tenths (1.20) times the Maximum Annual Debt 

Service Requirement computed with respect to the additional bonds proposed to be 

issued, and the Bonds and one times (1.0) times the Maximum Annual Debt Service 

Requirement on any subordinate lien obligations other than the Bonds intended to be 

refunded by the proposed additional bonds; provided, however, that if the proposed 

additional bonds are to be issued for the acquisition or construction of any extension, 

improvement or replacement to the System, then the estimate of Net Revenues may be 

for the next three Fiscal Years ending after the time that such improvement, extension or 

replacement is expected to be placed in service; 

 

(2) The payments required to be made into the Bond Fund and the Reserve Fund 

must be current, and all payments under any Financial Guaranty Agreement or with respect to any 

Reserve Fund Credit Facility must be current; 

 

(3) The proceeds of the additional bonds may be used only to (i) make 

improvements, extensions, renewals or replacements to the System, to purchase an Acquired 
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System, or to refund Bonds, subordinate lien obligations, or outstanding debt of an Acquired 

System, (ii) fund necessary reserves related to such additional bonds, (iii) fund capitalized interest 

related to the additional bonds; or (iv) pay the costs and expenses of issuance and sale of the 

additional bonds; 

 

(d) All the provisions and covenants of the Resolution relating to creation and investment of 

funds and the application of Revenues, the operation of the System and charges for services of the 

System, the remedies of the Authority and the owners of Bonds, the issuance of additional bonds, 

modification of the Resolution and such other provisions as are appropriate may be incorporated by 

reference into supplemental resolutions authorizing additional bonds, and said provisions when so 

incorporated shall be equally applicable to the additional bonds in all respects and with like force and 

effect as though said provisions were recited in full in said supplemental resolutions and shall continue to 

be applicable so long as any such bonds remain outstanding. 

 

 Covenants Regarding the Operation of the System 

 

The Issuer hereby covenants and agrees with the Authority and with the owners of the Bonds so 

long as the Bonds shall remain outstanding: 

 

 (a) It will permit no free service to be furnished to any consumer or user whatsoever; that the 

charges for all services supplied through the medium of the System to all consumers and users shall be 

reasonable and just, taking into account and consideration the cost and value of the System and the cost of 

maintaining, operating, repairing and insuring the System, a proper and necessary allowance for the 

depreciation thereof, and the amounts necessary for the payment of principal of and interest on all 

obligations payable from revenues of the System; and that there shall be charged against all users of the 

services of the System such rates and amounts as shall be fully adequate to comply with the covenants of 

the Resolution. 

 

(b) The Issuer shall cause the System to be maintained in good condition and operated in an 

efficient manner and at reasonable cost. 

 

(c) The Issuer shall maintain insurance or a self-insurance fund of a kind and in an amount 

which in the judgment of the Issuer is sufficient to provide coverage against losses equivalent to the 

coverage normally in effect for similarly situated electrical power systems; provided the Issuer shall not 

be required to insure within the limits of immunity afforded to the Issuer by Sections 29-20-101 et seq., 

Tennessee Code Annotated, or other similar laws providing immunity to or limitation of liability to the 

Issuer.  Any amounts paid to the Issuer under any such insurance from loss or casualty to property or 

assets of the System shall be used to replace or repair the part or parts of the System the damage or 

destruction of which gave rise to the payment under the insurance coverage, or, if not so used, shall be 

placed in the Revenue Fund. 

 

(d) The Issuer will cause to be kept proper books and accounts adapted to the System, will 

cause the books and accounts to be audited at the end of each Fiscal Year by a recognized independent 

certified public accountant or firm of such accountants.  Each such audit, in addition to whatever matters 

may be thought proper by the accountants to be included therein, shall include the following: 

 

(1) A statement in detail of the revenues and expenditures of the System and the 

excess of revenues over expenditures for the Fiscal Year; 

 

(2) A statement showing beginning and ending balances of each Fund described 

herein; 



 

12 

 

(3) A balance sheet as of the end of the Fiscal Year; 

 

(4) The accountant’s comments regarding the manner in which the Issuer has carried 

out the requirements of the Resolution and the accountant’s recommendations with respect to any 

change or improvement in the operation of the System; 

 

(5) The number and classifications of customer service connections to the System as 

of the end of the Fiscal Year; 

 

(6) The disposition of any Bond proceeds during the Fiscal Year; 

 

(7) A statement as to all breaches or defaults hereunder of which the accountants 

have knowledge or, in the alternative, a statement that they have no knowledge of any such 

breach or default. 

 

All expenses incurred in the making of the audits required by this subsection shall be regarded 

and paid as Current Expenses.  The Authority and the registered owner of any of the Parity Bonds shall 

have at all reasonable times the right to inspect the System and the records, accounts and data of the 

Issuer relating thereto.  It is further agreed that if the Issuer fails to provide the audits and reports required 

by this subsection, the registered owner or owners of twenty-five percent (25%) in principal amount of 

the Bonds may cause such audits and reports to be prepared at the expense of the Issuer. 

 

(e) Prior to the commencement of each Fiscal Year, the Issuer will cause to be prepared an 

estimate of the revenues and expenditures for the Fiscal Year next succeeding.  Based on such estimate, 

rates shall be adjusted to the extent necessary to produce Net Revenues for the next succeeding Fiscal 

Year (i) equal to not less than 1.20 times the Debt Service Requirement payable during the next 

succeeding Fiscal Year on the outstanding Bonds, if any, and one (1.0) times the Debt Service 

Requirement on subordinate lien bonds, if any, and (ii) sufficient, in addition, to provide for any required 

deposits during the succeeding Fiscal Year to the Reserve Fund, and any other funds established pursuant 

to the Resolution or any resolution authorizing Parity Bonds or subordinate lien bonds, and any payments 

required to be made during such Fiscal Year under any Financial Guaranty Agreements or in connection 

with any Reserve Fund Credit Facilities then in effect. 

 

(f) The Issuer will perform all duties with reference to the System required by the 

constitution and laws of the State, including the making and collecting of reasonable and sufficient rates 

for services rendered by the System as above provided, and will apply the revenues of the System to the 

purposes and Funds specified in the Resolution. 

 

(g) The Issuer will not sell, lease, mortgage, or in any manner dispose of the System, or any 

part thereof, including any and all extensions and additions that may be made thereto, or any facility 

necessary for the operation thereof; provided, however, the use of any of the System facilities may at any 

time be permanently abandoned or the System or any portion of the System or of the System facilities 

sold or otherwise disposed of, provided that: 

 

(1) The Issuer is in full compliance with all covenants and undertakings in 

connection with the Bonds then outstanding and payable from the Revenues of the System and 

any required reserve funds for such Bonds have been fully established and contributions thereto 

are current; 
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(2) In the event of sale of all or a portion of the System, (i) if all of the System is 

sold, the proceeds shall be in an amount at least equal to all principal, premium, if any, and 

interest on the outstanding Bonds and all subordinate lien obligations or if a portion of the System 

is sold, then the proceeds of the sale shall be in an amount equal to the outstanding Bonds and the 

outstanding subordinate lien obligations allocable to such portion of the System and the 

remaining revenues of the System shall be sufficient to pay principal of, premium, if any, and 

interest on the Bonds and any subordinate lien bonds and sufficient to be in compliance with the 

covenants set forth herein as certified by an independent engineer or engineering firm or a 

nationally recognized firm of financial feasibility consultants having a favorable reputation for 

skill and experience in the financial feasibility of electrical power systems and such proceeds will 

be applied either (A) to prepayment of the Bonds in accordance with the provisions governing 

repayment there of in advance of maturity or (B) to the purchase of the Bonds at the market price 

thereof so long as such price does not exceed the amount at which the Bonds could be redeemed 

on such date as set forth herein or (C) to replacement of the facility so disposed of by another 

facility the revenues of which shall be deposited to the Issuer, or (D) to a separate fund to be held 

by the Issuer to be used for legally authorized purposes; or (ii) the payment of the principal and 

Compound Accreted Value of, premium, if any, and interest on the Bonds and subordinate lien 

bonds shall be assumed by the entity to which the System is sold if such assumption does not 

violate the covenants set forth herein; 

 

(3) The abandonment, sale or disposition is for the purpose of disposing of facilities 

which are no longer necessary or no longer useful to the operation of the System and the 

operation of the System or its revenue producing capacity is not materially impaired by such 

abandonment, sale or disposition or any facilities acquired in replacement thereof are of 

equivalent or greater value or it is in the best interests of the Issuer to otherwise dispose of all or a 

part of the System as determined by the Governing Body of the Issuer; and 

 

(4) The Issuer receives an opinion of nationally recognized bond counsel to the 

effect that the disposition of the System or any portion thereof and use of the proceeds therefrom 

will not adversely affect the exclusion of interest on the Bonds or any subordinate lien obligations 

from gross income of the holders thereof for purposes of federal income taxation. 

 

Nothing is intended to prohibit the lease purchase of equipment or facilities of the System hereafter to be 

put in service or to prohibit the transfer or exchange of service areas to provide for more efficient 

operation of the System so long as the Issuer is in full compliance with the covenants set forth herein 

immediately following such transfer or exchange. 

 

(h) Prior to the beginning of each Fiscal Year, the Issuer shall prepare or cause to be 

prepared and adopted an annual budget of estimated revenues and Current Expenses for the System for 

the ensuing Fiscal Year and will undertake to operate the System within such budget to the best of its 

ability.  The Current Expenses incurred in any year will not exceed reasonable and necessary amounts 

therefor and the Issuer will not expend any amounts or incur any obligations therefor in excess of the 

amounts provided for Current Expenses in the budget except upon resolution of the Issuer. 

 

(i) Each officer or employee of the Issuer or any other person, other than banks or other 

financial institutions, having custody of funds of the System shall be under fidelity bond at all times in 

reasonable and customary amounts. 

 

(j) The Issuer, either directly or indirectly, will not construct, finance or grant a franchise for 

the development or operation of facilities that compete for service with the services to be provided by the 

System. 
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Remedies of Bond Owners 

 

Any owner of any Bonds, including the holder or assignee of a Loan Agreement, may either at 

law or in equity, by suit, action, mandamus or other proceedings, in any court of competent jurisdiction 

enforce and compel performance of all duties imposed upon the Issuer by the provisions of the 

Resolution, including the making and collecting of sufficient rates, the segregation from all funds of the 

Issuer of the income and Gross Earnings of the System and proper application thereof. 

If any default be made in the payment of principal or Compound Accreted Value of or interest on 

the Bonds, then upon the filing of suit by any holder of said Bonds, including the holder or assignee of a 

Loan Agreement, any court having jurisdiction of the action may appoint a receiver to administer the 

System on behalf of the Issuer with power to charge and collect rates sufficient to provide for the payment 

of all Bonds and obligations outstanding against the System and for the payment of Current Expenses, 

and to apply the income and revenues thereof in conformity with the provisions of the Series Resolution. 

Modification of Resolution 

(a) The Resolution may be amended without the consent of or notice to the registered owners 

or holder of any Bonds, for the purpose of curing any ambiguity or formal defect or omission in the 

Resolution. 

(b) In addition to the amendments to the Resolution without the consent of holders as 

referred to in subsection (a) above, the registered owners of a majority in aggregate principal amount of 

the Parity Bonds, at any time outstanding (not including in any case any Parity Bonds which may then be 

held or owned by or for the account of the Issuer but including such refunding bonds as may have been 

issued for the purpose of refunding any of such Parity Bonds if such refunding bonds shall not then be 

owned by the Issuer) shall have the right from time to time to consent to and approve the adoption by the 

Governing Body of a resolution or resolutions modifying any of the terms or provisions contained in the 

Resolution; provided, however, that the Resolution may not be so modified or amended in such manner as 

to: 

(1) Make any change in the maturities or redemption dates of the Parity Bonds; 

(2) Make any change in the rates of interest borne by the Parity Bonds; 

(3) Reduce the amount of the principal payments or redemption premiums payable 

on the Parity Bonds; 

(4) Modify the terms of payment of principal or Compound Accreted Value of or 

interest on the Parity Bonds or impose any conditions with respect to such payments; 

(5) Affect the rights of the registered owners of less than all of the Parity Bonds then 

outstanding; 

(6) Reduce the percentage of the principal amount of the Parity Bonds the consent of 

the registered owners and holders or assigns of which is required to effect a further modification. 

Whenever the Issuer shall propose to amend or modify the Resolution, it shall cause notice of the 

proposed amendment to be mailed by first-class mail, postage prepaid, to the owner of each Parity Bond 

then outstanding.  Such notice shall briefly set forth the nature of the proposed amendment and shall state 
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that a copy of the proposed amendatory resolution is on file in the office of the Issuer for public 

inspection. 

Whenever at any time within one (1) year from the date of mailing of said notice there shall be 

filed with the Secretary of the Governing Body an instrument or instruments executed by the registered 

owners of at least a majority in aggregate principal amount of the Parity Bonds then outstanding, which 

instrument or instruments shall refer to the proposed amendatory resolution described in said notice and 

shall specifically consent to and approve the adoption thereof, thereupon, but not otherwise, the Issuer 

may adopt such amendatory resolution and such resolution shall become effective and binding upon the 

owners of all Parity Bonds. 

 If the registered owners of at least a majority in aggregate principal amount of the Parity Bonds 

outstanding and the holder, at the time of the adoption of such amendatory resolution, or the predecessors 

in title of such owners, shall have consented to and approved the adoption thereof, no registered owner of 

any Parity Bonds, whether or not such owner shall have consented to or shall have revoked any consent, 

shall have any right or interest to object to the adoption of such amendatory resolution or to object to any 

of the terms or provisions therein contained or to the operation thereof or to enjoin or restrain the Issuer 

from taking any action pursuant to the provisions thereof. 

 Any consent given by the registered owner of a Parity Bond shall be irrevocable for a period of 

six (6) months from the date of the publication of the notice above provided for and shall be conclusive 

and binding upon all future registered owners of the same Parity Bond during such period.  Such consent 

may be revoked at any time after six (6) months from the date of publication of such notice by the 

registered owner who gave such consent or by a successor in title by filing notice of such revocation at 

the Issuer office, but such revocation shall not be effective if the registered owners of a majority in 

aggregate principal amount of the Parity Bonds outstanding shall have, prior to the attempted revocation, 

consented to and approved the amendatory resolution referred to in such revocation. 
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Discharge and Satisfaction 

 If the Issuer shall pay and discharge the indebtedness evidenced by all or any portion of the 

Bonds in any one or more of the following ways: 

 (a) By paying or causing to be paid, by deposit of sufficient funds as and when required with 

the Registration Agent, the principal of and interest on such Bonds as and when the same become due and 

payable; 

 (b) By depositing or causing to be deposited with any trust company or financial institution 

whose deposits are insured by the Federal Deposit Insurance Corporation or similar federal agency and 

which has trust powers (“an Agent”; which Agent may be the Registration Agent) in trust or escrow, on 

or before the date of maturity or redemption, sufficient money or Defeasance Obligations, the principal of 

and interest on which, when due and payable, will provide sufficient moneys to pay or redeem such 

Bonds and to pay premium, if any, and interest thereon when due until the maturity or redemption date 

(provided, if such Bonds are to be redeemed prior to maturity thereof, proper notice of such redemption 

shall have been given or adequate provision shall have been made for the giving of such notice); 

 (c) By delivering such Bonds to the Registration Agent, for cancellation by it; and if the 

Issuer shall also pay or cause to be paid all other sums payable hereunder by the Issuer with respect to 

such Bonds, or make adequate provision therefor, and by resolution of the Governing Body instruct any 

such Escrow Agent to pay amounts when and as required to the Registration Agent for the payment of 

principal of and interest and redemption premiums, if any, on such Bonds when due, then and in that case 

the indebtedness evidenced by such Bonds shall be discharged and satisfied and all covenants, agreements 

and obligations of the Issuer to the holders of such Bonds shall be fully discharged and satisfied and shall 

thereupon cease, terminate and become void. 

If the Issuer shall pay and discharge the indebtedness evidenced by any of the Bonds in the 

manner provided in either clause (a) or clause (b) above, then the registered owners thereof shall 

thereafter be entitled only to payment out of the money or Defeasance Obligations deposited as aforesaid. 

Except as otherwise provided in this Section, neither Defeasance Obligations nor moneys 

deposited with the Registration Agent pursuant to this Section nor principal or interest payments on any 

such Defeasance Obligations shall be withdrawn or used for any purpose other than, and shall be held in 

trust for, the payment of the principal and interest on said Bonds; provided that any cash received from 

such principal or interest payments on such Defeasance Obligations deposited with the Registration 

Agent, (A) to the extent such cash will not be required at any time for such purpose, shall be paid over to 

the Issuer as received by the Registration Agent and (B) to the extent such cash will be required for such 

purpose at a later date, shall, to the extent practicable, be reinvested in Defeasance Obligations maturing 

at times and in amounts sufficient to pay when due the principal and interest to become due on said Bonds 

on or prior to such redemption date or maturity date thereof, as the case may be, and interest earned from 

such reinvestments shall be paid over to the Issuer, as received by the Registration Agent. 
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