July 14, 2017
Ms. Sandra Thompson, Director

Division of State and Local Finance

James K. Polk Office Building - Suite 1600
505 Deaderick Street 
Nashville, Tennessee 37243-1402

Re:  
Town of Decatur Refunding Plan - 2017
Dear Ms. Thompson:

For your review, consideration and action, we have prepared a refunding report entitled Town of Decatur Refunding Plan - 2017 (the “Plan”).  This Plan is being delivered to you to comply with applicable sections of Title 9, Chapter 21, Parts 1, 2 and 9, Tennessee Code Annotated (the “Act”) pertaining  to the proposed sale and issuance of Water and Sewer Revenue and Tax Bonds, Series 2017 (the “Bonds”) of the Town of Decatur, Tennessee (the “Town”). The Town is seeking a Report of Review of the Plan relating to the refunding portion of the transaction from your office consistent with the provisions of the Act. 

As our designated Municipal Advisor, Raymond James & Associates, Inc. (“Raymond James”) has provided us assistance in the development and preparation of the Plan including the associated exhibits.  Rick Dulaney is serving as our Raymond James representative.  He is specifically authorized to discuss this transaction with you and the staff on our behalf.  His contact information and a list of all other key participants established up to this point is attached as Exhibit II for your convenience.

The Bonds 
Information relating to the Bonds is as follows:
	a.
	Maximum Size Authorized (Resolution Sizing):
	· Not to exceed $2,650,000( (Estimated Pro-rata Share) 


	b.
	Anticipated Size:
	· Approximately $2,515,000* 

	c.
	Anticipated Final Maturity; Weighted Average Maturity:
	· Final maturity date August 1, 2038* (determined by market); 
· Weighted average maturity (“WAM”) is 10.810 years;

· The Refunded Bonds (defined herein) are being refinanced on a current basis;

· The overall strategy is to shorten the existing amortization schedules as much as possible using lower current interest rates in order to strengthen the financial position of the Town’s water and sewer system enterprise fund and achieve significant aggregate and net present value debt service savings over the remaining life of each transaction;  
· The final maturities of the Refunded Bonds are not being extended beyond their originally scheduled final amortization dates; and


	d.
	Estimated Costs of Issuance:
	· See Attached Detailed Schedule – Exhibit IV

	e.
	Projected Sources and Uses of Funds:
	· See Attached Detailed Schedule – Exhibit IV


Refunded Bonds
	
	Data Required
	RDA Bond 1994
	RDA Bond 1996

	a.
	Type of Debt; Original Terms; Tax Status:
	· The Bonds will refinance the remaining balance of the Town’s $397,000 Water and Sewer Revenue Bonds, Series 1994, dated February 12, 1996 (the “Series 1994 Bonds”);

· Series 1994 Bonds that are being refunded mature on the 15th of each month through February 15, 2034.

· Series 1994 Bonds are callable on at any time at par and accrued interest; 

· Weighted average maturity is 10.542 years; and

· Average interest rate is 5.000%. 


	· The Bonds will refinance the remaining balance of the Town’s $286,000 Water and Sewer Revenue Bonds, Series 1997, dated May 13, 1997 (the “Series 1996 Bonds”);

· Series 1996 Bonds that are being refunded mature on the 13th of each month through May 13, 2035.

· Series 1996 Bonds are callable on at any time at par and accrued interest; 

· Weighted average maturity is 11.315 years; and

· Average interest rate is 4.875%. 



	b.
	Date of Issue - (CT- O253 Attached):

	· February 12, 1996 
	· May 13, 1997

	c.
	Date of Authorization by Governing Body:

	· February 8, 1994
	· December 10, 1996

	d.
	Bank Qualified:

	· No
	· No

	e.
	Projects Funded; Extension of Debt:
	· The Series 1994 Bonds were issued:  (i) to finance improvements and extensions to the water and sewer treatment and distribution system, including the acquisition of all property, real and personal, appurtenant thereto or connected with such work; and (ii) to pay costs associated with the sale and issuance of the Series 1994 Bonds.


	· The Series 1996 Bonds were issued:  (i) to finance improvements and extensions to the water and sewer treatment and distribution system, including the acquisition of all property, real and personal, appurtenant thereto or connected with such work; and (ii) to pay costs associated with the sale and issuance of the Series 1996 Bonds.



	f.
	Derivative Products: 
	· None
	· None


[Balance of Page Left Blank Intentionally]
	
	Data Required
	RDA Bond 1997
	RDA Bond 2005

	a.
	Type of Debt; Original Terms; Tax Status:
	· The Bonds will refinance the remaining balance of the Town’s $634,000 Water and Sewer Revenue Bonds, Series 1997, dated March 31, 1998 (the “Series 1997 Bonds”);

· Series 1997 Bonds that are being refunded mature on the 28th of each month through March 28, 2036.

· Series 1997 Bonds are callable on at any time at par and accrued interest; 

· Weighted average maturity is 10.596 years; and

· Average interest rate is 4.875%. 


	· The Bonds will refinance the remaining balance of the Town’s $1,743,000 Water and Sewer Revenue and Tax Bonds, Series 2005, dated May 25, 2006 (the “Series 2005 Bonds”);

· Series 2005 Bonds that are being refunded mature on the 25th of each month through May 25, 2044.

· Series 2005 Bonds are callable on at any time at par and accrued interest; 

· Weighted average maturity is 17.274 years; and

· Average interest rate is 4.375%. 



	b.
	Date of Issue - (CT- O253 Attached):

	· March 31, 1998
	· May 25, 2006

	c.
	Date of Authorization by Governing Body:

	· April 24, 1997
	· May 10, 2005

	d.
	Bank Qualified:

	· No
	· No

	e.
	Projects Funded; Extension of Debt:
	· The Series 1997 Bonds were issued:  (i) to finance improvements and extensions to the water and sewer treatment and distribution system, including the acquisition of all property, real and personal, appurtenant thereto or connected with such work; and (ii) to pay costs associated with the sale and issuance of the Series 1997 Bonds.


	· The Series 2005 Bonds were issued:  (i) to finance improvements and extensions to the water and sewer treatment and distribution system, including the acquisition of all property, real and personal, appurtenant thereto or connected with such work; and (ii) to pay costs associated with the sale and issuance of the Series 2005 Bonds.



	f.
	Derivative Products: 
	· None
	· None


Interest Rate Swaps; Consistency with Established Municipal Debt Policy and Practices

There are no interest rate swaps or other hedging instruments in place pertaining to the Series 1994 Bonds, the Series 1996 Bonds, the Series 1997 Bonds or the Series 2005 Bonds (collectively, the “Refunded Bonds”) .  

The Town has adopted a formal debt policy (the “Policy”) in compliance with State requirements.  The goals and objectives of this Plan are consistent with the Policy.  For example, the proposed refunding is being pursued with the objective of achieving net present value savings greater than 3% of refunded principal.  Furthermore, the Plan calls for no extension of debt beyond the originally scheduled fiscal years resulting in a composite structure that does not exceed the useful life of the projects originally funded.  Additionally, all financial professionals will have written agreements and all official meetings will be fully advertised.
Security Pledged
The Bonds are payable from and secured by a pledge of the income and revenues to be derived from the operation of the water and sewer system of the Town (the “System”), subject only to the payment of the reasonable and necessary costs of operating, maintaining, repairing and insuring the system and to prior pledges of such revenues in favor of the Town’s Prior Lien Bonds (the “Net Revenues of the System”).  In the event of deficiency in such Net Revenues of the System, unlimited ad valorem taxes to be levied on all taxable property within corporate limits of the Town.  For the prompt payment of principal of and interest on the Bonds, the full faith and credit of the Town are irrevocably pledged. 
Purpose of the Refinancing
Consistent with the Town’s Policy, the Refunded Bonds will be refinanced to achieve net present value debt service savings of not less than 3% of refunded principal through a traditional “high-to-low” interest rate refunding (i.e., the purpose is an economic refunding for cost savings).  As part of this strategy, the transaction is designed to strengthen the overall financial position of the Town’s water and sewer enterprise system by shortening up the existing amortization schedules of the Refunded Bonds. The existing amortization periods for the Refunded Bonds will not be extended beyond their originally scheduled dates.
Market Rates; Competitive Sale; Other
Exhibit IV included in the required attachments to this Plan outlines the projected structure and rates based upon current market conditions for similarly structured, fixed rate debt. The Bonds are expected to carry a credit rating of “AA” (Insured) from S&P Global Ratings, but in the event municipal bond insurance does not provide additional net economic value or is unavailable, the Bonds will be sold based on the Town’s expected credit rating presume to be in the mid to upper range of S&P’s “A” rating category.  Accordingly, rates and yields (see Exhibit IV) carry projections based on the insured assumption which reflect a “snap-shot” of current estimated market conditions. 

The capital markets remain volatile and hard to predict, but expectations are that the goals of the Plan can be met in current or similar conditions prevail at the time of the sale.  Naturally, actual results will be determined on the date of the competitive public sale.  If the Town’s basic goals and objectives cannot be achieved, then the refinancing will not proceed at that time.  As is standard practice, the Town will reserve the right to reject all bids in the “Official Notice of Sale”.  
If the Bond sale proceeds as anticipated, then proceeds from the transaction will be used to retire Refunded Bonds as soon as practical. 
Lastly, we do not believe that the Plan and associated Exhibits meet the requirements of Section 9-21-134 of the Act or the Funding Board’s related regulations. Therefore, no approval is sought pursuant to that section of the Act.
Exhibits

Please find attached several exhibits which are an integral part of the Plan which include: 
I. A copy of the CT-0253 Form for of the Refunded Bonds;

II. A copy of the initial Distribution List; 
III. A projected timetable and calendar of events; 
IV. Detailed schedules relating to the transaction including, but not limited to, projected yields, transaction costs and other required statistical data;

Proposed Schedule

Once the Report of Review of Plan has been received from your office, the Board of Mayor and Aldermen of the Town (the “Governing Body”) will consider formal initial and detailed resolutions authorizing the sale and issuance of the Bonds meeting in regular session scheduled for August 8, 2017 at 7:00 p.m., EDT.  
If you have any questions or need any additional information with respect to the Plan, please do not hesitate to contact me at your earliest convenience.

Sincerely,


Laura Smith

Recorder

Copies:  
Rick Dulaney - Raymond James

Lillian Blackshear Peay, Esq. – Bass, Berry & Sims PLC
Attachments:  Exhibits I through IV


( Subject to adjustment and revision





