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Franklin, TN (Aaa GOULT stable) benefits from strong financial management and fiscal
policies which support very healthy reserve and liquidity levels. The city also benefits from its
location in Williamson County (Aaa GOULT stable) where growth continues at a relatively
rapid pace. Socioeconomic factors within the area are strong compared to both state and
national levels. City debt and pension liabilities remain affordable.

Credit strengths
» Healthy financial position
» Formalized fiscal policies and conservative budget management
» Strong socioeconomic indicators

Credit challenges
» Modest exposure to variable rate debt

Rating outlook
The stable outlook reflects the expectation that the city will continue its history of strong
fiscal and budgetary management and maintenance of a solid financial position.

Factors that could lead to an upgrade
» Not Applicable

Factors that could lead to a downgrade
» Deterioration of fiscal position due to significant reductions in reserve or liquidity levels
» Substantial increases in debt that create outsized financial pressure
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Key indicators
Exhibit 1

Franklin (City of) TN

2014

2015

2016

2017

2018

$11,065,624

$11,413,859

$11,591,451

$14,931,225

$15,696,174

66,596

68,549

70,625

70,908

70,908

$166,160

$166,507

$164,127

$210,572

$221,360

157.3%

158.2%

158.6%

158.6%

158.6%

Operating Revenue ($000)

$67,396

$68,290

$75,410

$78,021

$84,130

Fund Balance ($000)

$33,739

$36,507

$40,009

$44,978

$53,227

Cash Balance ($000)

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances

$13,435

$22,550

$27,387

$42,857

$51,586

Fund Balance as a % of Revenues

50.1%

53.5%

53.1%

57.6%

63.3%

Cash Balance as a % of Revenues

19.9%

33.0%

36.3%

54.9%

61.3%

$133,007

$140,461

$132,919

$146,788

$137,385

$31,795

$45,985

$57,729

$73,572

$86,884

Net Direct Debt / Full Value (%)

1.2%

1.2%

1.1%

1.0%

0.9%

Net Direct Debt / Operating Revenues (x)

2.0x

2.1x

1.8x

1.9x

1.6x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%)

0.3%

0.4%

0.5%

0.5%

0.6%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x)

0.5x

0.7x

0.8x

0.9x

1.0x

Debt/Pensions
Net Direct Debt ($000)
3-Year Average of Moody's ANPL ($000)

Sources: Moody's Investors Service, City of Franklin Financial Statements, US Census Bureau

Profile
The City of Franklin is located in Williamson County, 15 miles south of Nashville. The city is approximately 41 square miles and has an
estimated population of 70,908 (2017 US Census Bureau).

Detailed credit considerations
Economy and Tax Base: Affluent base continues to benefit from growth
The city's $15.7 billion tax base continues to benefit from its proximity to the Metropolitan Government of Nashville & Davidson
Counties (Aa2 stable) and strong demographic profile. Growth in and around Nashville, continues to provide for solid increases of
assessed values in Franklin. Over the last five years (2014-2018), the compounded average annual assessed value growth was 8.7%,
with similar trends expected over the next several years. Full value has experienced similar trends, averaging 8.5% during the same
period. A primary driver of these values is new residential homes which has lead to sizeable population growth in recent years. Since
2000, the city has seen a 74.4% increase in its population (2017 72,990 residents). Residential, retail and commercial development is
expected to continue given the ample land available and demand for the area.
There are numerous employment opportunities for city residents within Franklin, Williamson County and Metro Nashville.
Unemployment levels within the city continue their trend of being below-average at 2.1% (December 2018) compared to 3.0% for the
state and 3.7% for the nation. Wealth levels within the city are also strong and continue their upward trend, with per capita income
at 144.9% of the nation and median family income at 153.1% of the nation. Full value per capita is significantly above-average at
$221,360.
Financial Operations and Reserves: Financial position strengthens further in fiscal 2018
The city's ongoing strong financial position is a direct result of management's prudent budgeting practices, formalized financial policies
and sizeable General Fund reserves. Over the last sixteen years, the city internally funded many capital projects while maintaining
This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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reserves in excess of 49% of annual General Fund revenues. Strong fiscal and budgetary management minimized the effects of the
economic recession on the city's overall financial position, as well as reserves. The city maintains a formal General Fund reserve policy
that establishes an Emergency Reserve and a Cash Flow Reserve, that combined must equal at least 33% of General Fund operating
revenues. The policy was amended for fiscal 2015 to allow management to use surplus funds greater than 45% of annual General Fund
expenditures for capital projects with board approval.
Fiscal 2018 ended with another $6.2 million addition to reserves, bringing total General Fund balance to a healthy $49.5 million or
71.6% of annual revenues. Unassigned General Fund balance also increased, finishing at $47.4 million (68.6% of annual revenues).
Available Operating Fund balance (includes General Fund, Hotel Motel Tax Fund and Debt Service Fund) at the end of fiscal 2018 was
a solid 63.3% of annual revenues. Higher than projected property tax collections and lower than expected employee medical expenses
led to the positive results in fiscal 2018. The city's largest revenue source is local option sales tax, which accounted for approximately
49% of total General Fund revenues. Management historically budgets the local option sales tax conservatively.
The fiscal 2019 General Fund budget included $4.4 million in appropriated fund balance, $35.6 million in local option sales taxes, $7.7
million in property taxes and $2.4 million franchise fees. Management reports that revenues continue to remain strong and expect to
partially replenish the budgeted fund balance appropriation.
LIQUIDITY

The city's net General Fund cash position at the end of fiscal 2018 was $46.2 million (66.8% of annual General Fund revenues) and
is expected to remain at or above this level at the end of fiscal 2019. On an Operating Fund basis, the net cash position was 61.3% of
revenues. The city's cash levels will continue to be sufficient to support all city operations.
Debt and Pensions: Affordable debt burden
The city's debt burden will remain affordable over the near-term given ongoing tax base growth and modest future debt. The city's net
direct debt burden, inclusive of the current issue, is a moderate 1.2% of full value. When taking into consideration the overlapping debt
of local municipalities, the debt burden increases to 2.8%. Payout is average with 71.1% of principal repaid within ten years. Future debt
issuance is expected in 2021 ($25-$40 million) to fund the city's normal capital improvement plan.
DEBT STRUCTURE

The city's debt profile is made up of approximately 89% fixed rate securities and 11% variable rate securities.
DEBT-RELATED DERIVATIVES

In 2005, the city entered into an interest rate swap agreement with SunTrust Bank in conjunction with a variable rate loan from the
City of Lawrenceburg Public Building Authority. Under the agreement, the city makes monthly payments based on a fixed rate of
3.65% and receives monthly payments based on 75% of LIBOR. The notional amount is $1.1 million and expires on July 1, 2020. The
terms of the swap include the standard termination events; only the city can terminate the swap at its discretion.
In 2007, the city entered into its second interest rate swap agreement with DEPFA Bank plc in conjunction with its Local Government
Public Improvement Bonds, Series 101-A-1 variable rate revenue bonds. The city executed a novation agreement replacing Depfa with
FMS Wertmanagement as counterparty. Under the agreement, the city makes monthly payments based on a fixed rate of 3.59% and
receives monthly payments based 63% of the 5-year LIBOR. The notional amount is $20.0 million and expires on June 1, 2037. The
terms of the swap include the standard termination events; only the city can terminate the swap at its discretion. The Series 101-A-1
bonds have been privately placed with PNC Bank, N.A. and the supporting documentation does not provide for acceleration of the
loan.
PENSIONS AND OPEB

The City of Franklin administers the City of Franklin Employees' Pension Plan and Trust, a single employer defined benefit pension plan.
On 12/31/2016, this plan was closed and new employees began to participate in the Tennessee Consolidated Retirement System. The
city's adjusted net pension liability, under Moody's methodology for adjusting reported pension data, is $101.9 million, or an average
1.21 times Operating Fund revenues. Moody's uses the adjusted net pension liability to improve comparability of reported pension
liabilities. The adjustments are not intended to replace the city's reported liability information, but to improve comparability with
other rated entities. The city's fixed costs including debt service, pension, and OPEB accounted for approximately 22% of fiscal 2018
expenditures.
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Management and Governance
The city operates under a Mayor/Board of Aldermen form of government since it was founded in 1799. Policy-making and legislative
authority are vested in a governing body consisting of the Mayor and eight Aldermen. The Mayor serves a four year term and the
Alderman serve staggered four year terms.
The city maintains a formal General Fund reserve policy that establishes an Emergency Reserve and a Cash Flow Reserve, that
combined must equal at least 33% of General Fund operating revenues. The policy was amended for fiscal 2015 to allow management
to use surplus funds greater than 45% of annual General Fund expenditures for capital projects with board approval.
Tennessee Cities have an Institutional Framework score of Aaa, which is very high. Institutional Framework scores measure a sector's
legal ability to increase revenues and decrease expenditures. The sector has one or more major revenue sources that are not subject to
any caps. Unpredictable revenue fluctuations tend to be moderate, or between 5-10% annually. Across the sector, fixed and mandated
costs are generally less than 25% of expenditures. Tennessee is a Right to Work state, providing significant expenditure-cutting ability.
Unpredictable expenditure fluctuations tend to be minor, under 5% annually.
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