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Approval of Minutes

Approval of Minutes from Budget and Finance Committee meetings:

May 12, 2016

June 9, 2016

16-05271.

Review of Commodity Stabilization Policy16-05042.

Sponsors: Eric Stuckey and Russ Truell

fuel hedging bill 2008 Public Chapter 1088

fuel hedging bill 2010 Public Chapter 897

Fuel_Stabilization_Authority TML listing

FY2017 Fuel Hedging information

Commodity Stabilization Policy 5.26.16

Attachments:

Review of Tax Increment Financing (TIF) District16-05063.

Sponsors: Eric Stuckey and Russ Truell

TIF District estimates and forecast 5.26.16

Audit notes regarding IDB loan

TIF District 2014_2016 with certified tax rate

Notes on TIF District 2015

TIF payout comparison

Attachments:

Consideration of Resolution No. 2016-33, A Resolution Adopting A 

Disbursements Policy For City Of Franklin (06/09/16 Finance - Referred to 

6/28/16 BOMA, New Business)

16-01514.

Sponsors: Eric Stuckey, Russ Truell and Mike Lowe

2016-33 RES for Disbursement Policy_with attachment_Law ApprovedAttachments:
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Consideration of Resolution No. 2016-24, A Resolution Adopting A 

Revised Purchasing Policy For City Of Franklin Procurements Not 

Pertaining To New Construction. (06/09/16 Finance - Referred to 6/28/16 

BOMA, New Business)

16-04335.

Sponsors: Brian Wilcox

Exhibit A to Res. No. 2016-24 for Purchasing Policy DRAFT 2016.05.31.1156, red-line

Res. No. 2016-24 for Purchasing Policy DRAFT 2016.05.31.1221, with Exhibit A DRAFT 2016.05.31.1156, clean attached

Res. No. 2016-24 for Purchasing Policy with Exhibit A attached, Law Approved 2016.06.14.0844

Attachments:

Discussion of Fiscal Year 2016 - 3rd Quarter Report16-05106.

Sponsors: Mike Lowe

City of Franklin - 3rd Quarter Report 2016Attachments:

Report on Bank Leasing Requests for Proposal16-05187.

Sponsors: Eric Stuckey and Russ Truell

Review of Contract Number 2009-0013 with Public Financial Management 

(PFM) for Financial Advisory Services for the City.

16-01418.

Sponsors: Eric Stuckey and Russ Truell

PFM contract 2009-13

MSRB G42

GFOA Best Practice for Selecting Advisors

Attachments:

Monthly Reports for June16-04039.

Sponsors: Eric Stuckey and Russ Truell

Local sales tax report - March 2016 sales

Local sales tax chart - March 2016 sales

Property Tax Monthly AR Report 2015 Master - Mar 2016

Construction Activities Report - April 2016

Conference Center Report - April 2016

Fuel Hedging Report - April 2016

Investment Report _April 2016

Transit Report - March 2016

Development Activity Summary - May 2016

Attachments:

Other Business

Adjournment

ANYONE REQUESTING ACCOMMODATIONS DUE TO DISABILITIES SHOULD CONTACT A.D.A. COORDINATOR, AT 791-3277 AT 

LEAST 10 DAYS PRIOR TO THE MEETING, IF POSSIBLE.
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Fuel Stabilization Authority 

Background 

Benefits 

Problem 

In June of 2008, the General Assembly authorized 
municipalities and counties, upon the approval of the local 
governing body, to enter into contracts with other local 
governments and financial institutions for the purpose of 
stabilizing the net expense incurred in the purchase of 
gasoline and/or diesel fuel during the 2008-09 fiscal year 
only.  In 2009, lawmakers voted to extend this contract 
authority until June 30, 2011.  
 
As a general rule, these contracts cover a period of at least 
two years and provide a local government with certainty 
when budgeting for a portion of its anticipated fuel 
consumption, thereby helping to counteract the potential 
effects of what can be a volatile market.  This measure of 
certainty allows a municipality or county to avoid incurring 
unanticipated costs associated with fluctuations in the price 
of fuel. 
 
These contracts provide that if the price of fuel, as 
determined by an index, exceeds the price agreed upon and 
fixed in the contract, then the participating local 
governments are protected from the effects of this increase, 
as the financial institution would be obligated to pay the 
difference between the cost of the fuel and the contract 
price.  Conversely, if the cost of fuel falls below the price 
fixed in the contract, then the participating local 
governments would pay the difference between the index 
price and the fixed price.  At no time are the local 
governments that are parties to the contract liable for any 
costs above the price fixed in the contract. 

Amend existing law to remove the 
“sunset” date and provide local 
governments with clear and 
permanent authority to enter into 
and renew fuel stabilization 
contracts with a financial 
institution; provided the term of 
any single contract does not 
exceed two years. 

Ending the practice of sunsetting 
and extending fuel stabilization 
authority and, instead, providing 
local governments standing 
authority to enter into and renew 
fuel hedging contracts will afford 
budget certainty and protect 
against the effects of fluctuations 
in   fuel   prices. 

As the market requires a minimum contract term of at least two years, the practice of sunsetting 
and extending this authority creates a finite period in which this authority may be exercised.     
 
The extension adopted by the General Assembly in 2009 was enacted on May 12 and provided 
only for those contracts that were to terminate on or before June 30, 2011.  Therefore, any 
municipality seeking to enter into a contract with other local governments and a financial 
institution for the purpose of stabilizing the net expense of fuel purchases would have had from 
May 12 to June 30, 2009, or just 20 business days, to exercise this authority.   
 
Local governments seeking to enter into one of these contracts after June 30, 2009, would 



	
  

require a contract that covered less than the standard industry minimum of 24 months and, 
thus, would have been unable to find a willing partner in the financial industry.  This would have 
precluded local governments from exercising this authority until after June 30, 2011.  
 
It would be a mistake to attempt to remedy the problem by expanding the window, or the period 
of time that local governments are provided clear authority to enter into such contracts.  The 
problem lies not in the length of time permitted but rather the very existence of a window.  
Neither the General Assembly nor the law can anticipate or dictate the price of fuel during the 
period of time that local governments are afforded to enter into these fuel purchasing contracts.  
Therefore, in creating a finite period of time in which local governments must exercise this 
authority, no matter how long that period might be, the practice of sunsetting and extending 
forces interested local governments to choose between the lesser of two evils: entering into 
these contracts under less than optimal market conditions or missing an opportunity to utilize 
this budgeting tool for at least two years.     
 



























 
RESOLUTION 2016-33 

 

A RESOLUTION ADOPTING A DISBURSEMENTS POLICY FOR CITY OF FRANKLIN, TENNESSEE 
 
  WHEREAS, the Finance Department oversees non-payroll disbursements for the City of Franklin; 
and 
 
  WHEREAS, the Finance Department has drafted a Disbursements Policy to set forth specific 
responsibilities to be delegated to each City department; and 
 

WHEREAS, the Disbursements Policy provides guidelines for efficient and cost-effective payment 
of non-payroll obligations while ensuring compliance with federal, state, and local requirements; and 

 
WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 

Franklin to adopt a Disbursements Policy for non-payroll disbursements. 
 
 
NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF MAYOR AND ALDERMEN OF THE CITY 

OF FRANKLIN, TENNESSEE, AS FOLLOWS: 
 

SECTION 1. That the Disbursements Policy attached to this Resolution as Exhibit A is hereby 
adopted for the City of Franklin.   

 
SECTION 2. That changes or revisions to the policy hereby adopted shall be made only by 

resolution of the Board of Mayor and Aldermen of the City of Franklin. 
 

SECTION 3. That the effective date of the policy hereby adopted s h a l l  be immediate upon 
passage and adoption of this resolution, the public welfare and the welfare of the City requiring it. 
 

Adopted this ____ day of ____, 2016. 
 

ATTEST:      CITY OF FRANKLIN, TENNESSEE 
 

 
BY: __________________________________ BY:   _________________________________                                                             

Eric S. Stuckey      Dr. Ken Moore 
City Administrator / City Recorder   Mayor  

 

APPROVED AS TO FORM BY: 

____________________________________ 
Kristen L. Corn 
Assistant City Attorney 
 

Law Dept. approved 06.14.16
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1. General Policy 

This policy applies to all non‐payroll disbursements of The City of Franklin.  (Payroll 

disbursements are addressed in the City’s Human Resources Manual.) 

Other than the purchasing card program that is overseen by the City’s Purchasing Office, 

the Finance Department oversees disbursements for the City.  Specific payment 

responsibilities, as described in this policy, are delegated to departments.   All who have 

responsibility for any aspect of the City’s payment functions are to adhere to the 

provisions of this policy.  (Exceptions, if any, will be handled as described in Section 13).   

2. Payment Responsibilities 

To ensure best practices, the following disbursements responsibilities are in place: 

 Procurement.  Departments should strive to separate, as much as possible, the 

functions of purchasing, receiving, and approving payments. 
 

 Payment Approval. The authorized departmental approver must not be the 
recipient of the funds disbursed. 

 

 Vendor Maintenance.  A person in Finance who does not perform payment 
processing should perform vendor maintenance.      

 

 Payment Processing and Review. The person processing payments in Finance 
should have a 2nd person in Finance review prior to disbursement.  

 

 Payment Recording.  A person in Finance who does not process or review 
disbursements should record the transactions. 

 

 Post‐payment review. Both the department and Finance should review budget 
information to ensure that all financial transactions are appropriate.   
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3. Payment Methods 
 

Although departments shall advise the Finance Department as to the method of 
payment that best meets the needs of the City, payment by electronic means is the 
default method of payment.  

Purchasing Cards, which  streamline  the payment  for most  goods  and  services,  is  the 

default method for payments to vendors who accept credit cards.   (The advantages of 

using the City purchasing card in lieu of accounts payable is the reduced time required to 

process payments, the vendor is paid sooner, and a rebate is available on most purchases 

made using the purchasing card.) 

Direct Deposit (ACH), which consists of bank account information being provided by the 
vendor to the City, is the default payment method for: 

 non‐construction‐related procurements through the Purchasing Office,  

 construction‐related procurements typically overseen by Engineering,  

 employee reimbursements (using primary payroll bank account), and  

 vendors who do not accept credit cards. 

Automatic Withdrawal, which consists of bank account  information being provided to 

the vendor to initiate scheduled withdrawals, is the default payment method for utility 

payments. 

Wire  Transfer, which  is  a  same  day  payment method  that  requires  two  persons  to 

approve transfer, is the default payment method for debt service, lease payments, and 

investments. 

Checks are issued to vendors who do not accept electronic payments and other payments 

where electronic payment is not cost effective.   

Petty Cash may be needed by departments that require frequent cash purchases for 

minor items. Petty cash may not be used to pay for services or to compensate 

employees.  

 

Default 
payment 
method 

When use 
automatic 

withdrawal 

When use 
wire 

payments 

When use 
purchasing 

cards 
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4. Payment Fees 
 

Many vendors that accept the City’s purchasing card do not add on a convenience fee 
and/or surcharge to the amount of the purchase.  However, some vendors have an 
established fee for accepting electronic payments.  In instances where payment of the 
fee is more cost effective than processing the payment through accounts payable, the 
payment fee may be paid. 

5. Authorized Approvers 
 

The department director is the default authorized approver.  The department director 
must provide written authorization to designate additional individuals in their 
departments as authorized approvers.  The Finance department maintains a list of 
authorized approvers.  

 
Payment requests over $100,000 are to be approved by the department director or 
higher.  Payment requests under this amount may be approved by the department 
director or departmental designee. 

6. Invoice Approvals 
 

Departments are responsible for reviewing, approving and allocating to the proper 
budget code all invoices submitted for payment.  All payments are made by the Finance 
Department except for those made by purchasing card.  

 
A full, legible signature of the individual authorizing payment is required.  Initials are not 
accepted.   The approval signature signifies that the request for payment complies with 
the following conditions: 

 Is necessary. 

 Is for a valid municipal purpose. 

 Is received, or is an authorized prepayment. 

 Is from the correct account. 

 Is for the correct amount. 

 Is not a duplicate payment. 

 Is timely to ensure no penalties. 

 Does not exceed available budgeted amounts. 

 Has been procured in accordance with City purchasing policies. 

 Complies with legal restrictions. 

Who can 
approve 

payments 

Payment fees 

Budget 
compliance 
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 Complies with applicable contractual, grant, and/or debt restrictions. 

 Includes accurate supporting documentation. 

7. Disbursements Documentation 
 

It shall be the responsibility of the department to provide sufficient and accurate 
documentation to the Finance Department for prompt payment. Such documentation 
shall include invoices, packing lists, and receiving forms or other evidence of receipt.  
Payments are not made from vendor statements. 

 
  Additional documentation is needed for the following types of payments: 
 

For Non‐Construction‐Related Procurement Payments 
Inclusion of the purchase order number (where applicable) and receiving document (or 
similar document.) 
 
For Construction‐Related Procurement Payments 
Inclusion of the project number (where applicable), contract number, and contractor’s 
payment application (or similar document) with remaining contract balance. 

 
For Employee Reimbursement Payments 
Inclusion of employee identification number and/or name.  (Where applicable, state and 
federal requirements, such as HIPAA privacy regulations, will be followed). 

 
For Capital Asset Payments 
Inclusion of asset’s description and identifying number(s). 

 
For Grant and Reimbursement Payments 
Inclusion of the grant or reimbursement number (where applicable). 

 
For Bond and Lease Payments 
Inclusion of the bond or lease number (where applicable).   
 
 
 
 
 
 
 

Payment 
Documentation 

Grant 
compliance 

Debt 
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Contract 
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8. Payment Minimum 
 

Due to historical experience of checks for small amounts remaining uncashed, payments 
under a threshold established by the Finance Department, will not be issued unless 
requested.  These amounts will be submitted to the State’s unclaimed property division 
when due. 

9. Timeframe for Vendor Payments 
 

Departments are to obtain invoices from vendors as soon as services or goods are 
provided.  During most of the year, payments to vendors generally occur within 30 days 
of invoice date.  Prompt payment discounts are to be taken.     

 
At fiscal year‐end, payments need to occur by July 31 each year.  (This abbreviated 
timeframe is necessary due to State’s requirement that the City’s annual financial 
records must be closed within 60 days.)  

 
The City of Franklin does not make invoice payments prior to the due date and/or 
completed service or goods received unless it is specified in an agreement prior to the 
procurement. 

10. Urgent Payment Requests 
 

Prior to the beginning of a calendar year, the Finance Department distributes the 
accounts payable schedule to departments.  However, urgent payment requests may 
arise from time to time.   

 
When an urgent payment is needed, the department is to provide justification for the 
urgency.  If the urgency is not verified by Finance, the payment will be made according 
to the regular accounts payable schedule.   

11. Advance Payments to Vendors 
 

Generally, payment for goods or services cannot be made until after goods are received 
or services are provided. However, payment or partial payments can be made in the 
following circumstances:  
a. registrations for conferences and seminars,  
b. purchases of postage,  
c. subscriptions to trade magazines and periodicals,  
d. membership dues, 
e. payments for monthly transit management services, 

Advance 
Payments 

Urgent 
Payments 

Year-end 
payments 

Payment 
timeframe 
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f. reservations and arrangements for City sponsored events,   
g. deposits or advance payments to vendors agreed to during the procurement 

process,  
h. purchases of items from specialty establishments requiring payment 

accompany the order, and  
i. benefit contributions, such as pension or insurance contributions. 

12. Procedures 
 

The Finance Department will implement procedures that are in accordance with this 
policy. 

13. Exceptions to Policy/Reporting of Exceptions 
 

If a valid payment request arises that is not covered within this policy, the City 
Administrator may authorize the payment request.  The payment exception will be 
reported at the next available Board meeting as an action on behalf of the Board by the 
City Administrator. 

 

How handle 
exceptions 



 
 
 
 
 
 

Purchasing Policy 
for City of Franklin procurements not pertaining to new construction 
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A. General Provisions 
 
This City of Franklin (“City”) Purchasing Policy shall apply to the purchase of materials, supplies, vehicles and 
equipment, the purchase of services other than those pertaining to the design and/or construction of new 
infrastructure and facilities, and to secure leases and lease-purchases and to dispose of and transfer surplus personal 
property for the proper conduct of the City’s business. 
 
All contracts, leases and lease-purchase agreements are subject to the approval of the Board of Mayor and 
Aldermen, unless otherwise provided by resolution or ordinance.  Any contracts, leases and lease-purchase 
agreements extending beyond the end of the current fiscal year shall be so noted prior to consideration by the Board 
of Mayor and Aldermen. 
 
Whenever the City undertakes its own competitive procurement process for the procurement of goods and/or 
services not pertaining to the design and/or construction of new infrastructure and facilities, then the City is hereby 
authorized to utilize the one or more of the following procurement methodologies best suited for the intended 
procurement: 
 

• request for quotations (not for purchases valued at $25,000 or more) 
• solicitation for bids 
• request for proposals 
• request for qualifications 

 
This Purchasing Policy is intended to promote the public interest and preserve and enhance the public trust by 
establishing a transparent procurement system by which the City conducts its non-construction related purchasing, 
and by providing vendors with a fair forum for competing for City business. 
 
B. Responsibilities of Departments 
 
The following are the responsibility of each Department: 
 
1. Departments shall be responsible for purchases and projects valued less than $25,000.  (In the context of this 

Policy, whenever any dollar thresholds are referenced, the estimated total value of the purchase or project, 
including all components related thereto, either over the course of the term of the award or, in the absence of a 
term of award, over the course of the next twelve (12) months, shall be considered.) 

2. Departments shall use pricing established pursuant to citywide City procurement awards or Tennessee statewide 
contracts if and as available.  The use of pricing established by cooperative purchasing arrangements approved 
by the City Administrator for use by the City, as well as pricing established by other Tennessee local governments 
pursuant to a competitive process involving “public advertisement” (hereby defined to mean the same as that 
term is used in T.C.A. § 6-56-301 et seq., the Tennessee Municipal Purchasing Law of 1983, as it may be 
amended from time to time) and sealed submittals, are also allowed and may be used in lieu of competitive 
pricing established by the City of Franklin. 

3. Departments shall advise the Purchasing Office and/or the Finance Department as to the method of payment 
that best meets the needs of the City, but payment by electronic means (either direct deposit – such as “ACH” 
or “Electronic Funds Transfer” – or purchasing card) shall be the default method of payment. 
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4. Before placing an order for any non-emergency purchase valued at or greater than $10,000, departments shall 
prepare and submit a requisition, on the form prescribed by the Purchasing Office, and await approval thereof.  
For orders for emergency purchases valued at or greater than $10,000, the requisition may be completed within 
ten (10) calendar days after placing the order (and see “Emergency Purchases” below). 

5. Purchases valued less than $25,000 but not less than $10,000 shall not be made unless and until, wherever 
possible, the Department shall have obtained and forwarded to the Purchasing Manager competitive pricing 
quotations from at least three (3) vendors, said quotations to be either supplied in writing by the vendor or 
reduced to writing by the Department, accompanied by a tabulation of the comparative aspects of the quotations 
obtained, a recommendation as to which quotation should be accepted and a requisition for the recommended 
quotation. 

6. All foreseeable purchases, including those valued less than $10,000, should not be made unless and until the 
Department Head or his or her authorized representative is satisfied that the value of the purchase is fairly priced 
and not more than what would be expected in the current market place.  At the discretion of the Department 
Head or his or her authorized representative, for foreseeable purchases valued less than $10,000, the Department 
should, whenever it is prudent to do so, obtain multiple competitive pricing quotations, said quotations to be 
either supplied in writing by the vendor or reduced to writing by the Department. 

7. As soon as possible but within ten (10) calendar days of receipt of items ordered, Departments shall be 
responsible for verifying that the items conform to the order.  The process for taking delivery of items is as 
follows: 
a. Inspect the goods to verify that they are in acceptable condition. 
b. Verify that all operating manuals and warranty cards are included in the delivery of the goods, if applicable. 
c. Verify that the number of items ordered have been delivered, making special note when all or part of a 

particular order has been back-ordered. 
d. Ensure that purchases of capital assets of the City have been properly reported, either directly or indirectly, 

to the Finance Department and the City’s Risk Manager and, if rolling stock, Fleet Maintenance, on forms 
prescribed by those respective offices, so that records of such purchases may be updated, insurance 
coverage may be obtained, and vehicle tags may be obtained, all in a timely manner. 

8. Departments Regardless of method of payment, departments shall be responsible for reviewing, approving and 
allocating to the proper budget code all invoices submitted authorized for payment. 

9. It shall be the responsibility of each Department to allow time for competitive solicitation, ordering and delivery 
pursuant to this Purchasing Policy. 

10. No employee shall make any indication that he/she will recommend a particular product for purchase, 
knowingly bind the City to a specific vendor, or make any representation as to his or her authority to bind the 
City by contract when such is not the case. 
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C. Responsibilities of Purchasing Manager 
 
The following are the responsibility of the Purchasing Manager: 
 
1. The Purchasing Manager shall assist all Departments in purchasing operating materials, supplies, vehicles, 

equipment and services to which this Purchasing Policy applies. 
2. The Purchasing Manager shall be responsible for facilitating the competitive process by which all purchases to 

which this Purchasing Policy applies and valued at or greater than $25,000 are made. 
3. For all purchases to which this Purchasing Policy applies and valued at or greater than $10,000, the Purchasing 

Manager shall advocate the purchase of required products and services only either from the lowest responsible 
and responsive bidder or from the responsible and responsive respondent whose proposal or other submittal is 
most advantageous to the City. 

4. The Purchasing Manager shall advise the Departments about the source and availability of products and services 
needed by the various Departments. 

5. The Purchasing Manager shall provide current vendor files available for use and review by Departments. 
6. The Purchasing Manager shall, upon request, obtain prices on comparable items. 
7. The Purchasing Manager shall provide vendor lists, prepare Purchase Orders as necessary, and maintain orderly 

files. 
8. The Purchasing Manager shall be alert on an ongoing basis for new sources and for improved products and 

services. 
9. In coordination with individual Departments, the Purchasing Manager shall assist in the preparation of 

specifications. 
10. The Purchasing Manager shall prepare all legal notices for competitive solicitations and shall also place 

additional notice of bid in appropriate publications and place on the City Website as necessary to assure ample 
opportunity for vendors to bid. 

11. The Purchasing Manager shall on an ongoing basis pursue consolidating the purchase of as many products and 
services as economically possible in order to reduce costs and/or improve services provided to the City. 

12. The Purchasing Manager shall investigate complaints from Departments of poor performance by vendors, or 
complaints about inferior products, and shall, in consultation with the City’s Law Department, choose which, 
if any, remedies are available to the City to pursue. 

13. The Purchasing Manager shall be responsible for disposing of the City’s surplus personal property of any value 
by means of a competitive process and in compliance with City ordinance, except in cases involving data 
security or other mitigating circumstances.  The Purchasing Manager shall develop the appropriate 
documentation for the Finance Department in accordance with the City Code. 

14. The Purchasing Manager shall be responsible for administering and overseeing the City’s Purchasing Card 
program. 

15. The Purchasing Manager shall be responsible for following otherwise administering and complying with this 
Purchasing Policy and the Municipal Purchasing Law of 1983, as amended applicable Tennessee state law, 
specifically T.C.A. § 6-56-301 et seq. (Tennessee Municipal Purchasing Law of 1983) and T.C.A. § 12-3-1201 
et seq. (Public Purchases – Local Governments), as it may be amended from time to time, including keeping 
and filing required records and reports, as if they were set out herein and made a part hereof and within 
definitions of words and phrases from the law as herein defined. 
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D. Circumstances under which sealed bids or proposals pursuant to public advertising are not required 
 
1. Authorized sole-source purchases (see below). 
2. Authorized emergency expenditures (see below). 
3. Purchases from instrumentalities created by two (2) or more cooperating governments, such as, but not limited 

to those established pursuant to as provided in T.C.A. § _______________12-9-101, et seq.. 
4. Purchases from non-profit corporations whose purpose or one of whose purposes is to provide products and 

services specifically to municipalities, as provided in T.C.A. § _______________6-56-302. 
5. Purchases, leases or lease-purchases of real property, as provided in T.C.A. § _______________by City 

ordinance and state law. 
6. Purchases, leases, or lease-purchases of used or secondhand articles consisting of goods, equipment, materials, 

supplies, or commodities, pursuant to as provided in T.C.A. § 12-3-1202. 
7. Purchases through other units of government, as provided in the Municipal Purchasing Law of 1983, as may be 

amended from time to time T.C.A. § 12-3-1203(a) and 12-3-1203(c). 
8. Purchases directed through or in conjunction with the pursuant to State Tennessee Department of General 

Services statewide contracts authorized for use by Tennessee local governments. 
9. Purchases from Tennessee Rehabilitative Initiative in Correction (TRICOR). 
10. Professional service contracts, as provided in T.C.A. § 12-3-1209. 
11. Other professional services, including actuarial, architectural design, financial and compliance audit, 

engineering design, financial advisory, legal counsel and medical. 
12. Tort liability insurance, as provided in T.C.A. § 29-20-407. 
13. Purchase of fuels, fuel products or perishable commodities. 
14. Purchases based on contracts established by a cooperative purchasing arrangement recognized by the City 

pursuant to Resolution No. 2009-50, as provided in T.C.A. § 12-3-1205. 
15. Purchases based on contracts established by the United States General Services Administration (GSA) and 

authorized by GSA for use by US local governments. 
13.16. Other arrangements and methods pursuant to Tennessee and/or federal law. 
 
E. Rejection of Bids, Proposals or Other Submittals 
 
The Purchasing Manager shall recommend to the Board of Mayor and Aldermen to reject any and all bids, proposals 
or other submittals received pursuant to a formal procurement solicitation issued by the Purchasing Office, or parts 
thereof, for any product or service to which this policy Policy applies, whenever, prior to the Board of Mayor and 
Aldermen making an award pursuant to such a formal procurement solicitation, the Purchasing Manager believes 
the public interest would be best served by such rejection.  The Purchasing Manager shall recommend to the Board 
of Mayor and Aldermen that it reject any such submittal of a vendor or contractor who is in default on the payment 
of taxes, licenses, fees or other monies of whatever nature that may be due the City by the vendor or contractor 
whenever, prior to the Board of Mayor and Aldermen making an award pursuant to such a formal procurement 
solicitation, the Purchasing Manager becomes aware of such default. 
 
F. Conflict of Interest, Use of Position, Solicitation 
 
There are several sources of law and regulations, as they may be amended from time to time, that apply to conflicts 
of interest, use of position and solicitation.  They are incorporated by reference and adopted as if fully stated herein. 
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a. City Charter 
 

Article VIII (“Finance”), Section 16 (“Officers not to be Interested in City Contracts or Work”) of the City of 
Franklin Charter reads as follows: 
 

No member of the Board of Mayor and Aldermen, or officer elected by said Board, shall be interested in any 
contract, or work of any kind whatever, under its control and direction, and any contract in which any such 
person shall have an interest shall be void and cannot be enforced. 

 

b. City of Franklin Municipal Code 
 

Title 1 (“General Administration”), Chapter 8 (“Ethics”) of the City of Franklin Municipal Code sets forth the Code 
of Ethics for the City of Franklin, which applies to all full-time and part-time elective or appointed officials and 
employees of the City. 
 

c. City of Franklin Regulations 
 

Article XXII (“General Policies and Procedures”), Section E (“Business Dealings”), of the City of Franklin Human 
Resource Manual, as it may be amended from time to time, reads as follows: 
 

Except for the receipt of such compensation as may be lawfully provided for the performance of City duties, 
and except as noted below, no City officer or employee shall be privately interested in or profit, directly or 
indirectly, from business dealings with, of or by the City. 
Regular full-time, regular part-time and temporary employees of the City may, subject to the approval of the 
City Administrator, contract to perform services for the City by meeting the following criteria:  (1) the service 
performed must not be any service which the employee might provide in the normal scope of their regular 
duties; (2) the employee would be required to bid or submit a proposal in the same manner as any other 
prospective provider of service; and (3) the service performed must not present a conflict of interest nor a 
conflict of time with the employee’s regular duties. 

 

Article XXII (“General Policies and Procedures”), Section I (“Use of Position”), of the City of Franklin Human 
Resource Manual, as it may be amended from time to time, reads in part as follows: 
 

No City officer or employee shall make or attempt to make private purchases in the name of the City, nor 
otherwise use or attempt to use status as a City employee to secure unwarranted privileges or exemptions. 

 

Article XXII (“General Policies and Procedures”), Section F (“Acceptance of Gratuities”), of the City’s Human 
Resource Manual, as it may be amended from time to time, reads as follows: 
 

No City officer or employee shall accept or solicit any money or other consideration or favor from anyone other 
than the City for the performance of an act which the officer or employee would be required or expected to 
perform in the regular course of employment; nor shall any officer or employee accept, directly or indirectly, 
any gift, gratuity, or favor of any kind which might reasonably be an attempt to influence the individual’s 
actions with respect to City business.  For further explanation, see Title 1, Chapter 8 (“Ethics”), of the Municipal 
Code. 

 

d. Statutes 
 

Certain state Tennessee statutes may apply to purchases involving city officers, committee members, etc.  Selected 
statutes may be found in Appendix A to this Purchasing Policy attached hereto for reference. 
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G. City Officer and Employee Communication with Vendors 
 
Between the time a procurement solicitation for sealed submittals is issued by the City and the time an award is 
made, members of the Board of Mayor and Aldermen as well as employees of the City shall refrain from any form 
of communication with one or more vendors that may be competing for the award about any aspect of the 
procurement other than either in the context of a public meeting or by way of the Purchasing Office.  The foregoing 
is not meant to preclude a representative of the City from answering questions from vendors if the question is 
already addressed in the solicitation documents, if the City representative is certain of the correct answer and if the 
Purchasing Office is informed of the communication.  Otherwise, any inquiries from one or more vendors that may 
be competing for such an award shall be directed to the Purchasing Office which shall determine if an addendum 
to the solicitation should be prepared and issued to all vendors known or thought to be interested in the procurement 
opportunity.  Vendors that may be competing for a procurement award shall be instructed that, until that award has 
been made, they shall not communicate about either the content of or the procurement process pertaining to this 
procurement solicitation with any official, employee or other representative of the City except through the City’s 
Purchasing Office.  The City reserves the right to disqualify any vendor that initiates unauthorized communication 
with the City during the procurement phase. 
 
H. City Officer and Employee Business Dealings with the City 
 
See Article XXII (“General Policies and Procedures”), Section E (“Business Dealings”), of the City of Franklin 
Human Resources Manual. 
 
See also Title 1 (“General Administration”), Chapter 8 (“Ethics”), of the City of Franklin Municipal Code. 
 
I. Tie Bids and Tie Quotes 
 
In the event of tie bids or tie quotes (that is, when two or more responsible and responsive vendors offer products 
that meet all specifications, terms and conditions at identical total pricing for the minimum or estimated quantity 
indicated), then the tie bids or tie quotes shall be broken by means of one of the following methods, in descending 
order: 
 

1. The award shall be made to the vendor who bid or quoted the soonest delivery of the product or completion 
of the service of all the vendors submitting the tie bids or tie quotes. 

2. The award shall be made to the vendor who offered the pricing for the longest period of time for potential 
future orders of all the vendors submitting the tie bids or tie quotes. 

3. If one or more of the vendors submitting the tie bids or tie quotes competed for the City’s business the last 
time the City solicited bids or quotes for the same product or service, then the award shall be made to the 
vendor who offered the lowest pricing at that time of all the vendors submitting the tie bids or tie quotes. 

4. If one or more of the vendors submitting the tie bid or tie quote have done business with the City within the 
most recent 24 months, then the award shall be made to the vendor who has done the most business with 
the City (measured in dollars) in that time frame of all the vendors submitting the tie bids or tie quotes. 

5. The award shall be made by means of random selection, such method to be administered by the Purchasing 
Manager and to give equal opportunity to all the vendors submitting the tie bids or tie quotes. 
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J. Determining Responsible and Responsive Respondents 
 
As noted above, products and services shall be purchased either from the lowest responsible and responsive bidder 
or from the responsive and responsible respondent whose proposal or other submittal is most advantageous to the 
City.  In determining whether a competing vendor is responsible and responsive, the following shall be taken into 
consideration: 
 
1. The ability of the competing vendor to perform the contract or provide the material or service required. 
2. Whether the competing vendor can perform the contract or provide the service promptly, or within the time 

specified, without delay or interference. 
3. The character, integrity, reputation, judgment, experience, and efficiency of the competing vendor. 
4. The previous and existing compliance by the competing vendor or a predecessor in interest with laws and 

ordinances relating to the contract or service. 
5. The quality of the competing vendor’s performance of previous contracts or services, including the quality of 

such contracts or services in other municipalities, or performed for private sector customers. 
6. The sufficiency of financial resources and the ability of the competing vendor to perform the contract or provide 

the service. 
7. The ability of the competing vendor to provide future maintenance and service for the use of the materials, 

supplies, vehicles, equipment or contractual service contracted. 
8. Compliance by the competing vendor with all specifications in the solicitation for bids or proposals. 
9. The ability of the competing vendor to deliver and maintain any requisite bid bonds or performance bonds. 
 
K. Emergency Purchases 
 
When in the judgment of the City Administrator, the Department Head or the Purchasing Manager there exists an 
emergency impinging on public health, safety or welfare and a purchase valued at or greater than $10,000 is 
necessary, then the competitive purchasing provisions contained in this Purchasing Policy may be waived; provided, 
however, that if the emergency purchase is valued at or greater than $25,000 it shall be reported to the Board of 
Mayor and Aldermen at its next scheduled meeting. 
 
L. Sole-Source Purchases 
 
In the context of this Policy, whenever any dollar thresholds are referenced, the estimated total value of the purchase 
or project, including all components related thereto, either over the course of the term of the award or, in the absence 
of a term of award, over the course of the next twelve (12) months, shall be considered.  Sole-source purchases 
valued at less than $10,000 may be authorized by the end-user department.  Sole-source purchases valued at less 
than $25,000 but not less than $10,000 may be authorized by the Purchasing Manager upon being satisfied that it is 
not possible to obtain competitive pricing quotations from at least three (3) vendors.  Except as noted below, sole-
source purchases valued at or greater than $25,000 may not be made unless and until individually authorized by the 
Board of Mayor and Aldermen.  Authorized sole-source purchases do not require sealed bids or proposals pursuant 
to public advertising.  The criteria for evaluating sole-source purchases valued at or greater than $10,000 are 
presented in Appendix B to this Purchasing Policy.  Sole-source purchases valued at or greater than $25,000 that 
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do not require individual authorization by (but which shall still be reported to) the Board of Mayor and Aldermen 
include: 

a. Repairs to, maintenance of, licenses for and/or maintenance agreements for products already in use by the 
City, so long as the product manufacturer representative has stated in writing that the vendor is the sole 
source available to the City of Franklin, and so long as the vendor has stated in writing that the quoted 
pricing is the lowest municipal unit pricing available at that time and in the foreseeable future for the 
quantity indicated.  Examples:  engine repairs made by the manufacturer or the manufacturer’s 
representative for a vehicle; license and maintenance agreements for computer software. 
 

b. Purchases of items necessary to maintain, expand or improve a manufacturer-specific system already in use 
by the City, and/or another governmental agency with which the City must cooperate in order to provide 
the public service relevant to the proposed purchase, and that requires interconnectivity of and/or 
communication between the component parts, so long as the product manufacturer representative has stated 
in writing that the vendor is the sole source available to the City of Franklin, and so long as the vendor has 
stated in writing that the quoted pricing is the lowest municipal unit pricing available at that time and in the 
foreseeable future for the quantity indicated.  Examples:  water meters and related parts; traffic signal 
equipment and related parts; athletic field lighting (and related parts) connected to a centralized master 
control; automated external defibrillators; cardiac monitors; telemetry/supervisory control and data 
acquisition equipment. 
 

c. Purchases of items that have, for good and sufficient reason, previously been standardized by the City, so 
long as the product manufacturer representative has stated in writing that the vendor is the sole source 
available to the City of Franklin, and so long as the vendor has stated in writing that the quoted pricing is 
the lowest municipal unit pricing available at that time and in the foreseeable future for the quantity 
indicated.  Examples:  low-pressure wastewater collection grinder pumps and related parts; self-contained 
breathing apparatus; vehicle exhaust evacuation systems at individual fire stations, including installation if 
only one authorized installer is assigned to serve the City; vehicle extrication equipment. 

 
M. Purchasing Card Program 
 
The Purchasing Card Program shall be administered by the Purchasing Manager pursuant to procedures established 
therefor.  The Purchasing Manager shall coordinate with Department Heads in determining to which employees and 
officers of the City to issue Purchasing Cards.  Employees who are authorized and expected to travel on behalf of 
the City and at the City’s expense shall be issued purchasing cards and are expected to use same in lieu of being 
given travel advances. 
 
Employees’ participation in the City of Franklin City’s Purchasing Card Program is a privilege and a convenience 
that includes certain responsibilities.  Although the purchasing card is issued in the cardholder’s name, it is City 
property and therefore must be used in accordance with City policy and rules, as well as with good judgment, 
especially as follows: 
 

1. The Purchasing Card is provided to employees based on their need to purchase business-related authorized 
goods and services.  A card may be revoked at any time based on change of assignment or location.  The 
card is neither an entitlement nor a reflection of title or position. 
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2. The card is for business-related purchases only; personal charges (even if intended for future 
reimbursement) and charges for alcoholic beverages and entertainment are specifically prohibited.The card 
may be used only for authorized obligations of the City; use of the card for a purchase other than an 
authorized obligation of the City (such as personal purchases as well as alcoholic beverages and 
entertainment), even if intended for future reimbursement, are specifically prohibited. 

2.3. Purchases made with the card are to comply with City purchasing policy and procedures.  Such City 
procurement rules as the need for procurement requisitions, the basis for pricing, contracting, whether a 
certificate of insurance is necessary to require of the service provider, adequacy of budgeted funding, and 
timing of payment relative to delivery of the product or service, all apply regardless of method of payment 
(such as by purchasing card). 

3.4. The cardholder is the only person entitled to use the card and is accountable for all charges attributable to 
the card. 

5. Improper use of the card, including any personal charges (even if intended for future reimbursement) and 
charges for alcoholic beverages and entertainment, shall be considered misappropriation of City funds, 
which may result in disciplinary action, up to and including termination.Cardholders are expected to 
exercise good judgment in making a decision about whether to make a purchase by considering (a) whether 
the potential purchase is prudent and necessary, and (b) whether the potential purchase would reflect well 
on the City and the cardholder, and be perceived by the general public as suitable and appropriate.  Improper 
use of a City purchasing card, especially intentional and unreported but even unintentional and reported, 
including personal purchases as well as alcoholic beverages and entertainment, even if reimbursed, may be 
considered misappropriation of City funds, which may result in disciplinary action, up to and including 
termination. 

4.6. Other than for out-of-state purchases and purchases from fast-food restaurants (at which customers place 
and pay for the order before sitting down at a table), the cardholder is responsible for ensuring that the 
transaction is completed without sales tax being charged.  If a transaction has been completed on which 
sales tax was charged in error, then the cardholder is responsible for contacting the vendor and requesting 
that the amount of the sales tax be credited back to the same City purchasing card to which the sales tax 
was charged.  Documentation of this effort, and of the vendor’s response, shall be submitted in addition to 
the supporting documentation for the transaction. 

7. Cardholders are expected to comply with internal control procedures in order to protect the City’s assets.  
This includes (a) not permitting anyone other than the cardholder to use the card; (b) making sure that each 
transaction is electronically processed in full and on time; (bc) keeping and submitting on time detailed 
invoices or itemized payment receipts that substantiate each and every charge attributed to the purchasing 
card issued to the cardholder; (cd) assisting the City upon request with reconciling the City’s billing cycle 
statements; and (de) taking reasonable precautions to secure the purchasing card against loss and/or theft. 

5.8. If electronic processing of a purchasing card transaction is not completed by the deadline and the Purchasing 
Office has not been previously notified of the need for a delay, then the monthly credit limit for the 
respective purchasing card may be reduced to $0 until the processing is complete.  This consequence applies 
to any transaction that has not been coded, explained with a comment, and approved by the individual 
assigned to approve purchasing card transactions for that cardholder.  Credit limits will be restored to the 
previous amounts once electronic processing is complete. 

6.9. Failure to submit on time adequate and legible supporting documentation for each transaction or to 
otherwise comply with City rules will carry consequences, possibly including reduction or loss of card 
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spend authority, reimbursement for of the City by the employee for unauthorized and/or unsubstantiated 
purchases, and/or disciplinary action, up to and including termination. 

7.10. Cardholders are responsible for resolving any discrepancies between charged and documented amounts by 
contacting the vendor and/or the City Purchasing Office issuing bank. 

8.11. A lost or stolen purchasing card shall, as soon as possible upon discovery of the loss or theft, be reported 
to the City Purchasing Office and/or to the issuing bank. 

9.12. A cardholder must surrender his or her card upon termination of employment (i.e., retirement or voluntary 
or involuntary separation). 

 
N. Payment for Purchases 
 
All payments to vendors and service providers shall be made by the Finance Department except for those made by 
purchasing card.  Payment by electronic means (either direct deposit – such as “ACH” or “Electronic Funds 
Transfer” – or purchasing card) shall be the default method of payment.All payments to vendors and service 
providers shall be made either by purchasing card (in accordance with this Policy) or by one of the City’s other 
methods of payment (in accordance with the City’s Disbursements Policy). 
 
It shall be the responsibility of the Departments to provide sufficient and accurate documentation to the Finance 
Department for prompt payment.  Such documentation shall include invoices (approved and allocated to the proper 
budget code) and packing lists, receiving forms or other evidence of receipt. 
 
O. Consolidation of Purchases 
 
The Purchasing Manager, working in cooperation with Departments, shall on an on-going basis investigate ways 
and methods to consolidate as many purchases as possible.  The purpose of consolidation is to allow the City to 
realize economies of scale, savings through reducing inventories of parts and supplies as well as reducing the 
number of vendors and accompanying financial record keeping. 
 
P. Use of Internet Auctions for Purchases of City Property 
 
The use of internet auctions is generally prohibited as a method for making City purchases unless specifically 
authorized in advance by the City Administrator. 
 
Q. Vendor Protests 
 
Vendor protests shall be handled in accordance with the City’s Vendor Protest Procedure for procurements not 
pertaining to new construction, as approved by resolution of the Board of Mayor and Aldermen. 
 
R. Disciplinary Action 
 
Any employee who fails or refuses to comply with the provisions of this Purchasing Policy shall be subject to 
disciplinary action pursuant to and as provided in the Human Resources Manual, as it may be amended from time 
to time. 
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S. Requests for Proposals 
 
Requests for competitive sealed proposals shall be used pursuant to T.C.A. § 12-3-1207 and may be used only when 
qualifications, experience, or competence are more important than price in making the purchase, and either (1) when 
there is more than one (1) solution to a purchasing issue and competitive sealed proposals would assist in choosing 
the best solution; or (2) when there is no readily identifiable solution to a purchasing issue and competitive sealed 
proposals would assist in identifying one (1) or more solutions.  The request for competitive sealed proposals shall 
state the relative importance of price and other evaluation factors.  The award shall be made to the responsible 
respondent whose proposal the governing body determines is the most advantageous to the City, taking into 
consideration price and the evaluation factors set out in the request for competitive sealed proposals.  No other 
factor may be used in the evaluation. 
 
T. Requests for Qualifications 
 
Requests for qualifications may be used pursuant to T.C.A. § 12-3-1209 for legal services, fiscal agent, financial 
advisor or advisory services and similar services by professional persons or groups of high ethical standards, or 
pursuant to T.C.A. § 12-4-107 for architectural, engineering and construction services. 
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APPENDIX A 
SELECTED STATUTES APPLYING TO OFFICERS, COMMITTEE MEMBERS, ETC. 

 
T.C.A. § 6-54-107.  Interest of officer in municipal contracts prohibited. 
 

a. No person holding office under any municipal corporation shall, during the time for which such person was 
elected or appointed, be capable of contracting with such corporation for the performance of any work that 
is to be paid for out of the treasury.  Nor shall such person be capable of holding or having any other direct 
interest in such a contract.  "Direct interest" means any contract with any business in which the official is 
the sole proprietor, a partner, or the person having the controlling interest.  "Controlling interest" includes 
the individual with the ownership or control of the largest number of outstanding shares owned by any 
single individual or corporation. 

 
b. No officer in a municipality shall be indirectly interested in any contract to which the municipality is a party 

unless the officer publicly acknowledges such officer's interest.  "Indirectly interested" means any contract 
in which the officer is interested but not directly so, but includes contracts where the officer is directly 
interested but is the sole supplier of goods or services in a municipality. 

 
c. 1.  Any member of a local governing body of a county or a municipality who is also an employee of such 

county or municipality may vote on matters in which such member has a conflict of interest if the member 
informs the governing body immediately prior to the vote as follows:  "Because I am an employee of (name 
of governmental unit), I have a conflict of interest in the proposal about to be voted.  However, I declare 
that my argument and my vote answer only to my conscience and to my obligation to my constituents and 
the citizens this body represents." 
 
2.  In the event a member of a local governing body of a county or a municipality has a conflict of interest 
in a matter to be voted upon by the body, the member may abstain for cause by announcing such to the 
presiding officer.  Any member of a local governing body of a county or municipality who abstains from 
voting for cause on any issue coming to a vote before the body shall not be counted for the purpose of 
determining a majority vote. 
 
3.  The vote of any person having a conflict of interest who does not inform the governing body of such 
conflict as provided in subdivision (c)(1) shall be void if challenged in a timely manner.  As used in this 
subdivision (c)(3), "timely manner" means during the same meeting at which the vote was cast and prior to 
the transaction of any further business by the body. 
 
4.  Nothing in this subsection (c) shall be construed as altering, amending or otherwise affecting the 
provisions of § 12-4-101(a).  In the event of any conflict between this subsection (c) and § 12-4-101(a), the 
provisions of § 12-4-101(a) shall prevail. 

 
  

http://198.187.128.12/tennessee/lpext.dll?f=FifLink&t=document-frame.htm&l=jump&iid=4c691c66.41ac1135.0.0&nid=26c7#JD_12-4-101
http://198.187.128.12/tennessee/lpext.dll?f=FifLink&t=document-frame.htm&l=jump&iid=4c691c66.41ac1135.0.0&nid=26c7#JD_12-4-101
http://198.187.128.12/tennessee/lpext.dll?f=FifLink&t=document-frame.htm&l=jump&iid=4c691c66.41ac1135.0.0&nid=26c7#JD_12-4-101
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T.C.A. § 6-54-108.  Penalty for unlawful interest of officer. 
 
Every officer of such corporation who shall unlawfully be concerned in making such contract, or who shall 
unlawfully pay money upon the same to or for any person declared incapable in § 6-54-107, shall forfeit the amount 
so paid; and such officer shall be jointly and severally liable to an action for the same, which action may be 
prosecuted by any citizen of the corporation in its name. 
 
T.C.A. § 12-4-101.  Personal interest of officers prohibited. 
 
(a) (1) It is unlawful for any officer, committee member, director, or other person whose duty it is to vote for, let 
out, overlook, or in any manner to superintend any work or any contract in which any municipal corporation, county, 
state, development district, utility district, human resource agency, or other political subdivision created by statute 
shall or may be interested, to be directly interested in any such contract.  "Directly interested" means any contract 
with the official personally or with any business in which the official is the sole proprietor, a partner, or the person 
having the controlling interest.  "Controlling interest" includes the individual with the ownership or control of the 
largest number of outstanding shares owned by any single individual or corporation.  This subdivision (a)(1) shall 
not be construed to prohibit any officer, committee person, director, or any person, other than a member of a local 
governing body of a county or municipality, from voting on the budget, appropriation resolution, or tax rate 
resolution, or amendments thereto, unless the vote is on a specific amendment to the budget or a specific 
appropriation or resolution in which such person is directly interested. 
 
…. 
 
(b) It is unlawful for any officer, committee member, director, or other person whose duty it is to vote for, let out, 
overlook, or in any manner to superintend any work or any contract in which any municipal corporation, county, 
state, development district, utility district, human resource agency, or other political subdivision created by statute 
shall or may be interested, to be indirectly interested in any such contract unless the officer publicly acknowledges 
such officer's interest.  "Indirectly interested" means any contract in which the officer is interested but not directly 
so, but includes contracts where the officer is directly interested but is the sole supplier of goods or services in a 
municipality or county. 
 
(c) (1) Any member of a local governing body of a county or a municipality who is also an employee of such county 
or municipality and whose employment predates the member's initial election or appointment to the governing body 
of the county or municipality may vote on matters in which the member has a conflict of interest if the member 
informs the governing body immediately prior to the vote as follows:  “Because I am an employee of (name of 
governmental unit), I have a conflict of interest in the proposal about to be voted.  However, I declare that my 
argument and my vote answer only to my conscience and to my obligation to my constituents and the citizens this 
body represents.”  The vote of any such member having a conflict of interest who does not so inform the governing 
body of such conflict shall be void if challenged in a timely manner.  As used in this subdivision (c)(1), “timely 
manner” means during the same meeting at which the vote was cast and prior to the transaction of any further 
business by the body. 
 
(2) Any member of a local governing body of a county or a municipality who is also an employee of such county 
or municipality and whose employment began on or after the date on which the member was initially elected or 
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appointed to serve on the governing body of the county or municipality shall not vote on matters in which the 
member has a conflict of interest. 
 
(3) (A) In the event a member of a local governing body of a county or a municipality has a conflict of interest in a 
matter to be voted upon by the body, such member may abstain for cause by announcing such to the presiding 
officer. 
 
(B) (i) Any member of a local governing body of a municipality who abstains from voting for cause on any issue 
coming to a vote before the body shall not be counted for the purpose of determining a majority vote. 
 
(ii) This subdivision (c)(3)(B) shall in no way be construed to apply to any county having a metropolitan form of 
government and having a population in excess of five hundred thousand (500,000), according to the 1990 federal 
census or any subsequent federal census. 
 
…. 
 
T.C.A. § 12-4-102.  Penalty for unlawful interest. 
 
Should any person, acting as such officer, committee member, director, or other person referred to in § 12-4-101, 
be or become directly or unlawfully indirectly interested in any such contract, such person shall forfeit all pay and 
compensation therefor.  Such officer shall be dismissed from such office the officer then occupies, and be ineligible 
for the same or a similar position for ten (10) years. 
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APPENDIX B 
SOLE-SOURCE PURCHASES VALUED AT OR GREATER THAN $10,000 

 
Sole-source purchases valued at or greater than $10,000 shall be made only when an item is unique and possesses 
specific characteristics that can be filled by only one source and must have prior approval by the Purchasing 
Manager or, if the purchase is valued at or greater than $25,000, then the Board of Mayor and Aldermen.  In 
determining whether to authorize sole-source purchases valued at or greater than $10,000, factors such as the 
following shall be considered: 

1. whether the vendor possesses exclusive and/or predominant capabilities or the item contains a patented 
feature providing a superior utility not obtainable from similar products; 

2. whether the product or service is unique and easily established as one-of-a-kind; 
3. whether the program requirements can be modified so that competitive products or services may be 

used; 
4. whether the product is available from only one source and not merchandised through wholesalers, 

jobbers or retailers; and 
5. whether items must be interchangeable or compatible with in-place items. 

After review of the written justification from the requisitioning department and ascertaining that the item to be 
purchased meets one or several of the above criteria, and so long as the product manufacturer representative has 
stated in writing that the vendor is the sole source available to the City of Franklin, and so long as the vendor has 
stated in writing that the quoted pricing is the lowest municipal unit pricing available at that time and in the 
foreseeable future for the quantity indicated, then, in lieu of competitive purchasing procedures, the Purchasing 
Manager shall either authorize the sole-source purchase or, if the purchase is valued at or greater than $25,000, then 
forward the request to the Board of Mayor and Aldermen for its consideration. 
 
Based in part on Rule No. 0690-3-1-.03(3) of Rules of the Tennessee Department of General Services, Purchasing 
Division. 



RESOLUTION 2016-24 

Page 1 of 2 

A RESOLUTION ADOPTING A REVISED PURCHASING POLICY FOR CITY OF 
FRANKLIN, TENNESSEE PROCUREMENTS NOT PERTAINING TO THE DESIGN 
AND/OR CONSTRUCTION OF NEW INFRASTRUCTURE AND FACILITIES 

 
WHEREAS, in 2004, the Board of Mayor and Aldermen of the City of Franklin established 

methods to comply with the Municipal Purchasing Law of 1983, as amended, and to provide for a more 
formal process for the procurement of equipment, services, and materials for the operation of municipal 
government but not pertaining to the design and/or construction of new infrastructure and facilities; and 
 

WHEREAS, on July 26, 2011, the Board of Mayor and Aldermen adopted Resolution No. 2011-
26, a resolution adopting a revised purchasing policy for the City; and 
 

WHEREAS, on January 14, 2014, the Board of Mayor and Aldermen adopted Resolution No. 
2014-06, a resolution adopting a revised purchasing policy for the City; and 
 

WHEREAS, on January 27, 2015, the Board of Mayor and Aldermen adopted Resolution No. 
2014-90, a resolution adopting a revised purchasing policy for the City; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin for the purchasing policy for the City to recognize and be made compatible with a new 
disbursements policy for the City; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to explicitly authorize the use of procurement contracts established by a cooperative purchasing 
arrangement recognized by the City, certain procurement contracts established by the federal General 
Services Administration, and other arrangements and methods pursuant to Tennessee and/or federal law as 
alternatives to soliciting sealed bids or proposals pursuant to public advertising; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to clarify that the category of sole-source purchases pertaining to maintaining, expanding, or 
improving a manufacturer-specific system already in use applies whether that system is the City’s or that 
of another governmental agency with which the City must cooperate in order to provide the public service 
relevant to the proposed purchase; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to add reference to requests for qualifications as a recognized method of selecting a service 
provider in certain instances; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to clarify that purchases made by means of a purchasing card pursuant to the City’s purchasing 
card program are to comply with City purchasing policy and procedures; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to explicitly state that purchasing card cardholders are expected to exercise good judgment in 
making a decision about whether to make a purchase by considering (a) whether the potential purchase is 
prudent and necessary, and (b) whether the potential purchase would reflect well on the City and the 
cardholder, and be perceived by the general public as suitable and appropriate; and 
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WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to clarify that the cardholder is responsible for ensuring that purchases, with identified exceptions, 
made by means of a purchasing card pursuant to the City’s purchasing card program are completed without 
sales tax being charged; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to establish a consequence that may be imposed in the event electronic processing of a purchasing 
card transaction is not completed in a timely manner; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to implement a revised Purchasing Policy for procurements not pertaining to the design and/or 
construction of new infrastructure and facilities in order to reflect these changes and to otherwise update 
the City’s policy. 
 

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF MAYOR AND 
ALDERMEN OF THE CITY OF FRANKLIN, TENNESSEE, AS FOLLOWS: 
 

Section 1.  The purchasing policy for City of Franklin procurements not pertaining to new 
construction adopted by Resolution No. 2014-90, and any and all subsequent changes or revisions, are 
hereby repealed in their entirety.  In place thereof, the purchasing policy for City of Franklin procurements 
not pertaining to the design and/or construction of new infrastructure and facilities, attached as Exhibit A 
hereto, is adopted. 
 

Section 2.  The Purchasing Manager of the City shall be responsible for the administration and 
enforcement of the policy hereby adopted. 
 

Section 3.  Changes or revisions to the policy hereby adopted shall be made only by resolution of 
the Board of Mayor and Aldermen of the City of Franklin. 
 

Section 4.  The effective date of the policy hereby adopted shall be immediate upon passage and 
adoption of this resolution, the public welfare and the welfare of the City requiring it. 
 

Adopted this _____ day of ________________, 2016. 
 
ATTEST: CITY OF FRANKLIN, TENNESSEE 
 
 
BY:  BY:  
 Eric S. Stuckey, City Administrator/Recorder  Dr. Ken Moore, Mayor 
 
APPROVED AS TO FORM: 
 
 
BY:  
 Kristen L. Corn, Assistant City Attorney 
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A. General Provisions 
 
This City of Franklin (“City”) Purchasing Policy shall apply to the purchase of materials, supplies, vehicles and 
equipment, the purchase of services other than those pertaining to the design and/or construction of new 
infrastructure and facilities, and to secure leases and lease-purchases and to dispose of and transfer surplus personal 
property for the proper conduct of the City’s business. 
 
All contracts, leases and lease-purchase agreements are subject to the approval of the Board of Mayor and 
Aldermen, unless otherwise provided by resolution or ordinance.  Any contracts, leases and lease-purchase 
agreements extending beyond the end of the current fiscal year shall be so noted prior to consideration by the Board 
of Mayor and Aldermen. 
 
Whenever the City undertakes its own competitive procurement process for the procurement of goods and/or 
services not pertaining to the design and/or construction of new infrastructure and facilities, then the City is hereby 
authorized to utilize the one or more of the following procurement methodologies best suited for the intended 
procurement: 
 

• request for quotations (not for purchases valued at $25,000 or more) 
• solicitation for bids 
• request for proposals 
• request for qualifications 

 
This Purchasing Policy is intended to promote the public interest and preserve and enhance the public trust by 
establishing a transparent procurement system by which the City conducts its non-construction related purchasing, 
and by providing vendors with a fair forum for competing for City business. 
 
B. Responsibilities of Departments 
 
The following are the responsibility of each Department: 
 
1. Departments shall be responsible for purchases and projects valued less than $25,000.  (In the context of this 

Policy, whenever any dollar thresholds are referenced, the estimated total value of the purchase or project, 
including all components related thereto, either over the course of the term of the award or, in the absence of a 
term of award, over the course of the next twelve (12) months, shall be considered.) 

2. Departments shall use pricing established pursuant to City procurement awards or Tennessee statewide 
contracts if and as available.  The use of pricing established by cooperative purchasing arrangements approved 
by the City Administrator for use by the City, as well as pricing established by other Tennessee local governments 
pursuant to a competitive process involving “public advertisement” (hereby defined to mean the same as that 
term is used in T.C.A. § 6-56-301 et seq., the Tennessee Municipal Purchasing Law of 1983, as it may be 
amended from time to time) and sealed submittals, are also allowed and may be used in lieu of competitive 
pricing established by the City. 

3. Departments shall advise the Purchasing Office and/or the Finance Department as to the method of payment 
that best meets the needs of the City. 
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4. Before placing an order for any non-emergency purchase valued at or greater than $10,000, departments shall 
prepare and submit a requisition, on the form prescribed by the Purchasing Office, and await approval thereof.  
For orders for emergency purchases valued at or greater than $10,000, the requisition may be completed within 
ten (10) calendar days after placing the order (and see “Emergency Purchases” below). 

5. Purchases valued less than $25,000 but not less than $10,000 shall not be made unless and until, wherever 
possible, the Department shall have obtained and forwarded to the Purchasing Manager competitive pricing 
quotations from at least three (3) vendors, said quotations to be either supplied in writing by the vendor or 
reduced to writing by the Department, accompanied by a tabulation of the comparative aspects of the quotations 
obtained, a recommendation as to which quotation should be accepted and a requisition for the recommended 
quotation. 

6. All foreseeable purchases, including those valued less than $10,000, should not be made unless and until the 
Department Head or his or her authorized representative is satisfied that the value of the purchase is fairly priced 
and not more than what would be expected in the current market place.  At the discretion of the Department 
Head or his or her authorized representative, for foreseeable purchases valued less than $10,000, the Department 
should, whenever it is prudent to do so, obtain multiple competitive pricing quotations, said quotations to be 
either supplied in writing by the vendor or reduced to writing by the Department. 

7. As soon as possible but within ten (10) calendar days of receipt of items ordered, Departments shall be 
responsible for verifying that the items conform to the order.  The process for taking delivery of items is as 
follows: 
a. Inspect the goods to verify that they are in acceptable condition. 
b. Verify that all operating manuals and warranty cards are included in the delivery of the goods, if applicable. 
c. Verify that the number of items ordered have been delivered, making special note when all or part of a 

particular order has been back-ordered. 
d. Ensure that purchases of capital assets of the City have been properly reported, either directly or indirectly, 

to the Finance Department and the City’s Risk Manager and, if rolling stock, Fleet Maintenance, on forms 
prescribed by those respective offices, so that records of such purchases may be updated, insurance 
coverage may be obtained, and vehicle tags may be obtained, all in a timely manner. 

8. Regardless of method of payment, departments shall be responsible for reviewing, approving and allocating to 
the proper budget code all invoices authorized for payment. 

9. It shall be the responsibility of each Department to allow time for competitive solicitation, ordering and delivery 
pursuant to this Purchasing Policy. 

10. No employee shall make any indication that he/she will recommend a particular product for purchase, 
knowingly bind the City to a specific vendor, or make any representation as to his or her authority to bind the 
City by contract when such is not the case. 
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C. Responsibilities of Purchasing Manager 
 
The following are the responsibility of the Purchasing Manager: 
 
1. The Purchasing Manager shall assist all Departments in purchasing operating materials, supplies, vehicles, 

equipment and services to which this Purchasing Policy applies. 
2. The Purchasing Manager shall be responsible for facilitating the competitive process by which all purchases to 

which this Purchasing Policy applies and valued at or greater than $25,000 are made. 
3. For all purchases to which this Purchasing Policy applies and valued at or greater than $10,000, the Purchasing 

Manager shall advocate the purchase of required products and services only either from the lowest responsible 
and responsive bidder or from the responsible and responsive respondent whose proposal or other submittal is 
most advantageous to the City. 

4. The Purchasing Manager shall advise the Departments about the source and availability of products and services 
needed by the various Departments. 

5. The Purchasing Manager shall provide current vendor files available for use and review by Departments. 
6. The Purchasing Manager shall, upon request, obtain prices on comparable items. 
7. The Purchasing Manager shall provide vendor lists, prepare Purchase Orders as necessary, and maintain orderly 

files. 
8. The Purchasing Manager shall be alert on an ongoing basis for new sources and for improved products and 

services. 
9. In coordination with individual Departments, the Purchasing Manager shall assist in the preparation of 

specifications. 
10. The Purchasing Manager shall prepare all legal notices for competitive solicitations and shall also place 

additional notice of bid in appropriate publications and place on the City Website as necessary to assure ample 
opportunity for vendors to bid. 

11. The Purchasing Manager shall on an ongoing basis pursue consolidating the purchase of as many products and 
services as economically possible in order to reduce costs and/or improve services provided to the City. 

12. The Purchasing Manager shall investigate complaints from Departments of poor performance by vendors, or 
complaints about inferior products, and shall, in consultation with the City’s Law Department, choose which, 
if any, remedies are available to the City to pursue. 

13. The Purchasing Manager shall be responsible for disposing of the City’s surplus personal property of any value 
by means of a competitive process and in compliance with City ordinance, except in cases involving data 
security or other mitigating circumstances.  The Purchasing Manager shall develop the appropriate 
documentation for the Finance Department in accordance with the City Code. 

14. The Purchasing Manager shall be responsible for administering and overseeing the City’s Purchasing Card 
program. 

15. The Purchasing Manager shall be responsible for otherwise administering and complying with this Purchasing 
Policy and applicable Tennessee state law, specifically T.C.A. § 6-56-301 et seq. (Tennessee Municipal 
Purchasing Law of 1983) and T.C.A. § 12-3-1201 et seq. (Public Purchases – Local Governments), as it may 
be amended from time to time, including keeping and filing required records and reports, as if they were set out 
herein and made a part hereof and within definitions of words and phrases from the law as herein defined. 
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D. Circumstances under which sealed bids or proposals pursuant to public advertising are not required 
 
1. Authorized sole-source purchases (see below). 
2. Authorized emergency expenditures (see below). 
3. Purchases from instrumentalities created by two (2) or more cooperating governments, such as, but not limited 

to those established pursuant to T.C.A. § 12-9-101, et seq. 
4. Purchases from non-profit corporations whose purpose or one of whose purposes is to provide products and 

services specifically to municipalities, as provided in T.C.A. § 6-56-302. 
5. Purchases, leases or lease-purchases of real property, as provided by City ordinance and state law. 
6. Purchases, leases, or lease-purchases of used or secondhand articles consisting of goods, equipment, materials, 

supplies, or commodities, as provided in T.C.A. § 12-3-1202. 
7. Purchases through other units of government, as provided in T.C.A. § 12-3-1203(a) and 12-3-1203(c). 
8. Purchases pursuant to Tennessee Department of General Services statewide contracts authorized for use by 

Tennessee local governments. 
9. Purchases from Tennessee Rehabilitative Initiative in Correction (TRICOR). 
10. Professional service contracts, as provided in T.C.A. § 12-3-1209. 
11. Other professional services, including actuarial, architectural design, financial and compliance audit, 

engineering design, financial advisory, legal counsel and medical. 
12. Tort liability insurance, as provided in T.C.A. § 29-20-407. 
13. Purchase of fuels, fuel products or perishable commodities. 
14. Purchases based on contracts established by a cooperative purchasing arrangement recognized by the City 

pursuant to Resolution No. 2009-50, as provided in T.C.A. § 12-3-1205. 
15. Purchases based on contracts established by the United States General Services Administration (GSA) and 

authorized by GSA for use by US local governments. 
16. Other arrangements and methods pursuant to Tennessee and/or federal law. 
 
E. Rejection of Bids, Proposals or Other Submittals 
 
The Purchasing Manager shall recommend to the Board of Mayor and Aldermen to reject any and all bids, proposals 
or other submittals received pursuant to a formal procurement solicitation issued by the Purchasing Office, or parts 
thereof, for any product or service to which this Policy applies, whenever, prior to the Board of Mayor and Aldermen 
making an award pursuant to such a formal procurement solicitation, the Purchasing Manager believes the public 
interest would be best served by such rejection.  The Purchasing Manager shall recommend to the Board of Mayor 
and Aldermen that it reject any such submittal of a vendor or contractor who is in default on the payment of taxes, 
licenses, fees or other monies of whatever nature that may be due the City by the vendor or contractor whenever, 
prior to the Board of Mayor and Aldermen making an award pursuant to such a formal procurement solicitation, 
the Purchasing Manager becomes aware of such default. 
 
F. Conflict of Interest, Use of Position, Solicitation 
 
There are several sources of law and regulations, as they may be amended from time to time, that apply to conflicts 
of interest, use of position and solicitation.  They are incorporated by reference and adopted as if fully stated herein. 
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a. City Charter 
 

Article VIII (“Finance”), Section 16 (“Officers not to be Interested in City Contracts or Work”) of the City of 
Franklin Charter reads as follows: 
 

No member of the Board of Mayor and Aldermen, or officer elected by said Board, shall be interested in any 
contract, or work of any kind whatever, under its control and direction, and any contract in which any such 
person shall have an interest shall be void and cannot be enforced. 

 

b. City of Franklin Municipal Code 
 

Title 1 (“General Administration”), Chapter 8 (“Ethics”) of the City of Franklin Municipal Code sets forth the Code 
of Ethics for the City of Franklin, which applies to all full-time and part-time elective or appointed officials and 
employees of the City. 
 

c. City of Franklin Regulations 
 

Article XXII (“General Policies and Procedures”), Section E (“Business Dealings”), of the City of Franklin Human 
Resource Manual, as it may be amended from time to time, reads as follows: 
 

Except for the receipt of such compensation as may be lawfully provided for the performance of City duties, 
and except as noted below, no City officer or employee shall be privately interested in or profit, directly or 
indirectly, from business dealings with, of or by the City. 
Regular full-time, regular part-time and temporary employees of the City may, subject to the approval of the 
City Administrator, contract to perform services for the City by meeting the following criteria:  (1) the service 
performed must not be any service which the employee might provide in the normal scope of their regular 
duties; (2) the employee would be required to bid or submit a proposal in the same manner as any other 
prospective provider of service; and (3) the service performed must not present a conflict of interest nor a 
conflict of time with the employee’s regular duties. 

 

Article XXII (“General Policies and Procedures”), Section I (“Use of Position”), of the City of Franklin Human 
Resource Manual, as it may be amended from time to time, reads in part as follows: 
 

No City officer or employee shall make or attempt to make private purchases in the name of the City, nor 
otherwise use or attempt to use status as a City employee to secure unwarranted privileges or exemptions. 

 

Article XXII (“General Policies and Procedures”), Section F (“Acceptance of Gratuities”), of the City’s Human 
Resource Manual, as it may be amended from time to time, reads as follows: 
 

No City officer or employee shall accept or solicit any money or other consideration or favor from anyone other 
than the City for the performance of an act which the officer or employee would be required or expected to 
perform in the regular course of employment; nor shall any officer or employee accept, directly or indirectly, 
any gift, gratuity, or favor of any kind which might reasonably be an attempt to influence the individual’s 
actions with respect to City business.  For further explanation, see Title 1, Chapter 8 (“Ethics”), of the Municipal 
Code. 

 

d. Statutes 
 

Certain Tennessee statutes may apply to purchases involving city officers, committee members, etc.  Selected 
statutes may be found in Appendix A to this Purchasing Policy attached hereto for reference. 
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G. City Officer and Employee Communication with Vendors 
 
Between the time a procurement solicitation for sealed submittals is issued by the City and the time an award is 
made, members of the Board of Mayor and Aldermen as well as employees of the City shall refrain from any form 
of communication with one or more vendors that may be competing for the award about any aspect of the 
procurement other than either in the context of a public meeting or by way of the Purchasing Office.  The foregoing 
is not meant to preclude a representative of the City from answering questions from vendors if the question is 
already addressed in the solicitation documents, if the City representative is certain of the correct answer and if the 
Purchasing Office is informed of the communication.  Otherwise, any inquiries from one or more vendors that may 
be competing for such an award shall be directed to the Purchasing Office which shall determine if an addendum 
to the solicitation should be prepared and issued to all vendors known or thought to be interested in the procurement 
opportunity.  Vendors that may be competing for a procurement award shall be instructed that, until that award has 
been made, they shall not communicate about either the content of or the procurement process pertaining to this 
procurement solicitation with any official, employee or other representative of the City except through the City’s 
Purchasing Office.  The City reserves the right to disqualify any vendor that initiates unauthorized communication 
with the City during the procurement phase. 
 
H. City Officer and Employee Business Dealings with the City 
 
See Article XXII (“General Policies and Procedures”), Section E (“Business Dealings”), of the City of Franklin 
Human Resources Manual. 
 
See also Title 1 (“General Administration”), Chapter 8 (“Ethics”), of the City of Franklin Municipal Code. 
 
I. Tie Bids and Tie Quotes 
 
In the event of tie bids or tie quotes (that is, when two or more responsible and responsive vendors offer products 
that meet all specifications, terms and conditions at identical total pricing for the minimum or estimated quantity 
indicated), then the tie bids or tie quotes shall be broken by means of one of the following methods, in descending 
order: 
 

1. The award shall be made to the vendor who bid or quoted the soonest delivery of the product or completion 
of the service of all the vendors submitting the tie bids or tie quotes. 

2. The award shall be made to the vendor who offered the pricing for the longest period of time for potential 
future orders of all the vendors submitting the tie bids or tie quotes. 

3. If one or more of the vendors submitting the tie bids or tie quotes competed for the City’s business the last 
time the City solicited bids or quotes for the same product or service, then the award shall be made to the 
vendor who offered the lowest pricing at that time of all the vendors submitting the tie bids or tie quotes. 

4. If one or more of the vendors submitting the tie bid or tie quote have done business with the City within the 
most recent 24 months, then the award shall be made to the vendor who has done the most business with 
the City (measured in dollars) in that time frame of all the vendors submitting the tie bids or tie quotes. 

5. The award shall be made by means of random selection, such method to be administered by the Purchasing 
Manager and to give equal opportunity to all the vendors submitting the tie bids or tie quotes. 
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J. Determining Responsible and Responsive Respondents 
 
As noted above, products and services shall be purchased either from the lowest responsible and responsive bidder 
or from the responsive and responsible respondent whose proposal or other submittal is most advantageous to the 
City.  In determining whether a competing vendor is responsible and responsive, the following shall be taken into 
consideration: 
 
1. The ability of the competing vendor to perform the contract or provide the material or service required. 
2. Whether the competing vendor can perform the contract or provide the service promptly, or within the time 

specified, without delay or interference. 
3. The character, integrity, reputation, judgment, experience, and efficiency of the competing vendor. 
4. The previous and existing compliance by the competing vendor or a predecessor in interest with laws and 

ordinances relating to the contract or service. 
5. The quality of the competing vendor’s performance of previous contracts or services, including the quality of 

such contracts or services in other municipalities, or performed for private sector customers. 
6. The sufficiency of financial resources and the ability of the competing vendor to perform the contract or provide 

the service. 
7. The ability of the competing vendor to provide future maintenance and service for the use of the materials, 

supplies, vehicles, equipment or contractual service contracted. 
8. Compliance by the competing vendor with all specifications in the solicitation for bids or proposals. 
9. The ability of the competing vendor to deliver and maintain any requisite bid bonds or performance bonds. 
 
K. Emergency Purchases 
 
When in the judgment of the City Administrator, the Department Head or the Purchasing Manager there exists an 
emergency impinging on public health, safety or welfare and a purchase valued at or greater than $10,000 is 
necessary, then the competitive purchasing provisions contained in this Purchasing Policy may be waived; provided, 
however, that if the emergency purchase is valued at or greater than $25,000 it shall be reported to the Board of 
Mayor and Aldermen at its next scheduled meeting. 
 
L. Sole-Source Purchases 
 
In the context of this Policy, whenever any dollar thresholds are referenced, the estimated total value of the purchase 
or project, including all components related thereto, either over the course of the term of the award or, in the absence 
of a term of award, over the course of the next twelve (12) months, shall be considered.  Sole-source purchases 
valued at less than $10,000 may be authorized by the end-user department.  Sole-source purchases valued at less 
than $25,000 but not less than $10,000 may be authorized by the Purchasing Manager upon being satisfied that it is 
not possible to obtain competitive pricing quotations from at least three (3) vendors.  Except as noted below, sole-
source purchases valued at or greater than $25,000 may not be made unless and until individually authorized by the 
Board of Mayor and Aldermen.  Authorized sole-source purchases do not require sealed bids or proposals pursuant 
to public advertising.  The criteria for evaluating sole-source purchases valued at or greater than $10,000 are 
presented in Appendix B to this Purchasing Policy.  Sole-source purchases valued at or greater than $25,000 that 
do not require individual authorization by (but which shall still be reported to) the Board of Mayor and Aldermen 
include: 
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a. Repairs to, maintenance of, licenses for and/or maintenance agreements for products already in use by the 
City, so long as the product manufacturer representative has stated in writing that the vendor is the sole 
source available to the City, and so long as the vendor has stated in writing that the quoted pricing is the 
lowest municipal unit pricing available at that time and in the foreseeable future for the quantity indicated.  
Examples:  engine repairs made by the manufacturer or the manufacturer’s representative for a vehicle; 
license and maintenance agreements for computer software. 
 

b. Purchases of items necessary to maintain, expand or improve a manufacturer-specific system already in use 
by the City, and/or another governmental agency with which the City must cooperate in order to provide 
the public service relevant to the proposed purchase, and that requires interconnectivity of and/or 
communication between the component parts, so long as the product manufacturer representative has stated 
in writing that the vendor is the sole source available to the City, and so long as the vendor has stated in 
writing that the quoted pricing is the lowest municipal unit pricing available at that time and in the 
foreseeable future for the quantity indicated.  Examples:  water meters and related parts; traffic signal 
equipment and related parts; athletic field lighting (and related parts) connected to a centralized master 
control; automated external defibrillators; cardiac monitors; telemetry/supervisory control and data 
acquisition equipment. 
 

c. Purchases of items that have, for good and sufficient reason, previously been standardized by the City, so 
long as the product manufacturer representative has stated in writing that the vendor is the sole source 
available to the City, and so long as the vendor has stated in writing that the quoted pricing is the lowest 
municipal unit pricing available at that time and in the foreseeable future for the quantity indicated.  
Examples:  low-pressure wastewater collection grinder pumps and related parts; self-contained breathing 
apparatus; vehicle exhaust evacuation systems at individual fire stations, including installation if only one 
authorized installer is assigned to serve the City; vehicle extrication equipment. 

 
M. Purchasing Card Program 
 
The Purchasing Card Program shall be administered by the Purchasing Manager pursuant to procedures established 
therefor.  The Purchasing Manager shall coordinate with Department Heads in determining to which employees and 
officers of the City to issue Purchasing Cards.  Employees who are authorized and expected to travel on behalf of 
the City and at the City’s expense shall be issued purchasing cards and are expected to use same in lieu of being 
given travel advances. 
 
Employees’ participation in the City’s Purchasing Card Program is a privilege and a convenience that includes 
certain responsibilities.  Although the purchasing card is issued in the cardholder’s name, it is City property and 
therefore must be used in accordance with City policy and rules, as well as with good judgment, especially as 
follows: 
 

1. The Purchasing Card is provided to employees based on their need to purchase authorized goods and 
services.  A card may be revoked at any time based on change of assignment or location.  The card is neither 
an entitlement nor a reflection of title or position. 
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2. The card may be used only for authorized obligations of the City; use of the card for a purchase other than 
an authorized obligation of the City (such as personal purchases as well as alcoholic beverages and 
entertainment), even if intended for future reimbursement, are specifically prohibited. 

3. Purchases made with the card are to comply with City purchasing policy and procedures.  Such City 
procurement rules as the need for procurement requisitions, the basis for pricing, contracting, whether a 
certificate of insurance is necessary to require of the service provider, adequacy of budgeted funding, and 
timing of payment relative to delivery of the product or service, all apply regardless of method of payment 
(such as by purchasing card). 

4. The cardholder is the only person entitled to use the card and is accountable for all charges attributable to 
the card. 

5. Cardholders are expected to exercise good judgment in making a decision about whether to make a purchase 
by considering (a) whether the potential purchase is prudent and necessary, and (b) whether the potential 
purchase would reflect well on the City and the cardholder, and be perceived by the general public as 
suitable and appropriate.  Improper use of a City purchasing card, especially intentional and unreported but 
even unintentional and reported, including personal purchases as well as alcoholic beverages and 
entertainment, even if reimbursed, may be considered misappropriation of City funds, which may result in 
disciplinary action, up to and including termination. 

6. Other than for out-of-state purchases and purchases from fast-food restaurants (at which customers place 
and pay for the order before sitting down at a table), the cardholder is responsible for ensuring that the 
transaction is completed without sales tax being charged.  If a transaction has been completed on which 
sales tax was charged in error, then the cardholder is responsible for contacting the vendor and requesting 
that the amount of the sales tax be credited back to the same City purchasing card to which the sales tax 
was charged.  Documentation of this effort, and of the vendor’s response, shall be submitted in addition to 
the supporting documentation for the transaction. 

7. Cardholders are expected to comply with internal control procedures in order to protect the City’s assets.  
This includes (a) not permitting anyone other than the cardholder to use the card; (b) making sure that each 
transaction is electronically processed in full and on time; (c) keeping and submitting on time detailed 
invoices or itemized payment receipts that substantiate each and every charge attributed to the purchasing 
card issued to the cardholder; (d) assisting the City upon request with reconciling the City’s billing cycle 
statements; and (e) taking reasonable precautions to secure the purchasing card against loss and/or theft. 

8. If electronic processing of a purchasing card transaction is not completed by the deadline and the Purchasing 
Office has not been previously notified of the need for a delay, then the monthly credit limit for the 
respective purchasing card may be reduced to $0 until the processing is complete.  This consequence applies 
to any transaction that has not been coded, explained with a comment, and approved by the individual 
assigned to approve purchasing card transactions for that cardholder.  Credit limits will be restored to the 
previous amounts once electronic processing is complete. 

9. Failure to submit on time adequate and legible supporting documentation for each transaction or to 
otherwise comply with City rules will carry consequences, possibly including reduction or loss of card 
spend authority, reimbursement of the City by the employee for unauthorized and/or unsubstantiated 
purchases, and/or disciplinary action, up to and including termination. 

10. Cardholders are responsible for resolving any discrepancies by contacting the vendor and/or the issuing 
bank. 

11. A lost or stolen purchasing card shall, as soon as possible upon discovery of the loss or theft, be reported 
to the City Purchasing Office and/or to the issuing bank. 
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12. A cardholder must surrender his or her card upon termination of employment (i.e., retirement or voluntary 
or involuntary separation). 

 
N. Payment for Purchases 
 
All payments to vendors and service providers shall be made either by purchasing card (in accordance with this 
Policy) or by one of the City’s other methods of payment (in accordance with the City’s Disbursements Policy). 
 
O. Consolidation of Purchases 
 
The Purchasing Manager, working in cooperation with Departments, shall on an on-going basis investigate ways 
and methods to consolidate as many purchases as possible.  The purpose of consolidation is to allow the City to 
realize economies of scale, savings through reducing inventories of parts and supplies as well as reducing the 
number of vendors and accompanying financial record keeping. 
 
P. Use of Internet Auctions for Purchases of City Property 
 
The use of internet auctions is generally prohibited as a method for making City purchases unless specifically 
authorized in advance by the City Administrator. 
 
Q. Vendor Protests 
 
Vendor protests shall be handled in accordance with the City’s Vendor Protest Procedure for procurements not 
pertaining to new construction, as approved by resolution of the Board of Mayor and Aldermen. 
 
R. Disciplinary Action 
 
Any employee who fails or refuses to comply with the provisions of this Purchasing Policy shall be subject to 
disciplinary action pursuant to and as provided in the Human Resources Manual, as it may be amended from time 
to time. 
 
S. Requests for Proposals 
 
Requests for competitive sealed proposals shall be used pursuant to T.C.A. § 12-3-1207 and may be used only when 
qualifications, experience, or competence are more important than price in making the purchase, and either (1) when 
there is more than one (1) solution to a purchasing issue and competitive sealed proposals would assist in choosing 
the best solution; or (2) when there is no readily identifiable solution to a purchasing issue and competitive sealed 
proposals would assist in identifying one (1) or more solutions.  The request for competitive sealed proposals shall 
state the relative importance of price and other evaluation factors.  The award shall be made to the responsible 
respondent whose proposal the governing body determines is the most advantageous to the City, taking into 
consideration price and the evaluation factors set out in the request for competitive sealed proposals.  No other 
factor may be used in the evaluation. 
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T. Requests for Qualifications 
 
Requests for qualifications may be used pursuant to T.C.A. § 12-3-1209 for legal services, fiscal agent, financial 
advisor or advisory services and similar services by professional persons or groups of high ethical standards, or 
pursuant to T.C.A. § 12-4-107 for architectural, engineering and construction services. 
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APPENDIX A 
SELECTED STATUTES APPLYING TO OFFICERS, COMMITTEE MEMBERS, ETC. 

 
T.C.A. § 6-54-107.  Interest of officer in municipal contracts prohibited. 
 

a. No person holding office under any municipal corporation shall, during the time for which such person was 
elected or appointed, be capable of contracting with such corporation for the performance of any work that 
is to be paid for out of the treasury.  Nor shall such person be capable of holding or having any other direct 
interest in such a contract.  "Direct interest" means any contract with any business in which the official is 
the sole proprietor, a partner, or the person having the controlling interest.  "Controlling interest" includes 
the individual with the ownership or control of the largest number of outstanding shares owned by any 
single individual or corporation. 

 
b. No officer in a municipality shall be indirectly interested in any contract to which the municipality is a party 

unless the officer publicly acknowledges such officer's interest.  "Indirectly interested" means any contract 
in which the officer is interested but not directly so, but includes contracts where the officer is directly 
interested but is the sole supplier of goods or services in a municipality. 

 
c. 1.  Any member of a local governing body of a county or a municipality who is also an employee of such 

county or municipality may vote on matters in which such member has a conflict of interest if the member 
informs the governing body immediately prior to the vote as follows:  "Because I am an employee of (name 
of governmental unit), I have a conflict of interest in the proposal about to be voted.  However, I declare 
that my argument and my vote answer only to my conscience and to my obligation to my constituents and 
the citizens this body represents." 
 
2.  In the event a member of a local governing body of a county or a municipality has a conflict of interest 
in a matter to be voted upon by the body, the member may abstain for cause by announcing such to the 
presiding officer.  Any member of a local governing body of a county or municipality who abstains from 
voting for cause on any issue coming to a vote before the body shall not be counted for the purpose of 
determining a majority vote. 
 
3.  The vote of any person having a conflict of interest who does not inform the governing body of such 
conflict as provided in subdivision (c)(1) shall be void if challenged in a timely manner.  As used in this 
subdivision (c)(3), "timely manner" means during the same meeting at which the vote was cast and prior to 
the transaction of any further business by the body. 
 
4.  Nothing in this subsection (c) shall be construed as altering, amending or otherwise affecting the 
provisions of § 12-4-101(a).  In the event of any conflict between this subsection (c) and § 12-4-101(a), the 
provisions of § 12-4-101(a) shall prevail. 

 
  

http://198.187.128.12/tennessee/lpext.dll?f=FifLink&t=document-frame.htm&l=jump&iid=4c691c66.41ac1135.0.0&nid=26c7#JD_12-4-101
http://198.187.128.12/tennessee/lpext.dll?f=FifLink&t=document-frame.htm&l=jump&iid=4c691c66.41ac1135.0.0&nid=26c7#JD_12-4-101
http://198.187.128.12/tennessee/lpext.dll?f=FifLink&t=document-frame.htm&l=jump&iid=4c691c66.41ac1135.0.0&nid=26c7#JD_12-4-101
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T.C.A. § 6-54-108.  Penalty for unlawful interest of officer. 
 
Every officer of such corporation who shall unlawfully be concerned in making such contract, or who shall 
unlawfully pay money upon the same to or for any person declared incapable in § 6-54-107, shall forfeit the amount 
so paid; and such officer shall be jointly and severally liable to an action for the same, which action may be 
prosecuted by any citizen of the corporation in its name. 
 
T.C.A. § 12-4-101.  Personal interest of officers prohibited. 
 
(a) (1) It is unlawful for any officer, committee member, director, or other person whose duty it is to vote for, let 
out, overlook, or in any manner to superintend any work or any contract in which any municipal corporation, county, 
state, development district, utility district, human resource agency, or other political subdivision created by statute 
shall or may be interested, to be directly interested in any such contract.  "Directly interested" means any contract 
with the official personally or with any business in which the official is the sole proprietor, a partner, or the person 
having the controlling interest.  "Controlling interest" includes the individual with the ownership or control of the 
largest number of outstanding shares owned by any single individual or corporation.  This subdivision (a)(1) shall 
not be construed to prohibit any officer, committee person, director, or any person, other than a member of a local 
governing body of a county or municipality, from voting on the budget, appropriation resolution, or tax rate 
resolution, or amendments thereto, unless the vote is on a specific amendment to the budget or a specific 
appropriation or resolution in which such person is directly interested. 
 
…. 
 
(b) It is unlawful for any officer, committee member, director, or other person whose duty it is to vote for, let out, 
overlook, or in any manner to superintend any work or any contract in which any municipal corporation, county, 
state, development district, utility district, human resource agency, or other political subdivision created by statute 
shall or may be interested, to be indirectly interested in any such contract unless the officer publicly acknowledges 
such officer's interest.  "Indirectly interested" means any contract in which the officer is interested but not directly 
so, but includes contracts where the officer is directly interested but is the sole supplier of goods or services in a 
municipality or county. 
 
(c) (1) Any member of a local governing body of a county or a municipality who is also an employee of such county 
or municipality and whose employment predates the member's initial election or appointment to the governing body 
of the county or municipality may vote on matters in which the member has a conflict of interest if the member 
informs the governing body immediately prior to the vote as follows:  “Because I am an employee of (name of 
governmental unit), I have a conflict of interest in the proposal about to be voted.  However, I declare that my 
argument and my vote answer only to my conscience and to my obligation to my constituents and the citizens this 
body represents.”  The vote of any such member having a conflict of interest who does not so inform the governing 
body of such conflict shall be void if challenged in a timely manner.  As used in this subdivision (c)(1), “timely 
manner” means during the same meeting at which the vote was cast and prior to the transaction of any further 
business by the body. 
 
(2) Any member of a local governing body of a county or a municipality who is also an employee of such county 
or municipality and whose employment began on or after the date on which the member was initially elected or 
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appointed to serve on the governing body of the county or municipality shall not vote on matters in which the 
member has a conflict of interest. 
 
(3) (A) In the event a member of a local governing body of a county or a municipality has a conflict of interest in a 
matter to be voted upon by the body, such member may abstain for cause by announcing such to the presiding 
officer. 
 
(B) (i) Any member of a local governing body of a municipality who abstains from voting for cause on any issue 
coming to a vote before the body shall not be counted for the purpose of determining a majority vote. 
 
(ii) This subdivision (c)(3)(B) shall in no way be construed to apply to any county having a metropolitan form of 
government and having a population in excess of five hundred thousand (500,000), according to the 1990 federal 
census or any subsequent federal census. 
 
…. 
 
T.C.A. § 12-4-102.  Penalty for unlawful interest. 
 
Should any person, acting as such officer, committee member, director, or other person referred to in § 12-4-101, 
be or become directly or unlawfully indirectly interested in any such contract, such person shall forfeit all pay and 
compensation therefor.  Such officer shall be dismissed from such office the officer then occupies, and be ineligible 
for the same or a similar position for ten (10) years. 
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APPENDIX B 
SOLE-SOURCE PURCHASES VALUED AT OR GREATER THAN $10,000 

 
Sole-source purchases valued at or greater than $10,000 shall be made only when an item is unique and possesses 
specific characteristics that can be filled by only one source and must have prior approval by the Purchasing 
Manager or, if the purchase is valued at or greater than $25,000, then the Board of Mayor and Aldermen.  In 
determining whether to authorize sole-source purchases valued at or greater than $10,000, factors such as the 
following shall be considered: 

1. whether the vendor possesses exclusive and/or predominant capabilities or the item contains a patented 
feature providing a superior utility not obtainable from similar products; 

2. whether the product or service is unique and easily established as one-of-a-kind; 
3. whether the program requirements can be modified so that competitive products or services may be 

used; 
4. whether the product is available from only one source and not merchandised through wholesalers, 

jobbers or retailers; and 
5. whether items must be interchangeable or compatible with in-place items. 

After review of the written justification from the requisitioning department and ascertaining that the item to be 
purchased meets one or several of the above criteria, and so long as the product manufacturer representative has 
stated in writing that the vendor is the sole source available to the City, and so long as the vendor has stated in 
writing that the quoted pricing is the lowest municipal unit pricing available at that time and in the foreseeable 
future for the quantity indicated, then, in lieu of competitive purchasing procedures, the Purchasing Manager shall 
either authorize the sole-source purchase or, if the purchase is valued at or greater than $25,000, then forward the 
request to the Board of Mayor and Aldermen for its consideration. 
 
Based in part on Rule No. 0690-3-1-.03(3) of Rules of the Tennessee Department of General Services, Purchasing 
Division. 



RESOLUTION 2016-24 

Page 1 of 2 

A RESOLUTION ADOPTING A REVISED PURCHASING POLICY FOR CITY OF FRANKLIN, 
TENNESSEE PROCUREMENTS NOT PERTAINING TO THE DESIGN AND/OR CONSTRUCTION OF 
NEW INFRASTRUCTURE AND FACILITIES 

 
WHEREAS, in 2004, the Board of Mayor and Aldermen of the City of Franklin established methods 

to comply with the Municipal Purchasing Law of 1983, as amended, and to provide for a more formal 
process for the procurement of equipment, services, and materials for the operation of municipal 
government but not pertaining to the design and/or construction of new infrastructure and facilities; and 
 

WHEREAS, on July 26, 2011, the Board of Mayor and Aldermen adopted Resolution No. 2011-26, 
a resolution adopting a revised purchasing policy for the City; and 
 

WHEREAS, on January 14, 2014, the Board of Mayor and Aldermen adopted Resolution No. 2014-
06, a resolution adopting a revised purchasing policy for the City; and 
 

WHEREAS, on January 27, 2015, the Board of Mayor and Aldermen adopted Resolution No. 2014-
90, a resolution adopting a revised purchasing policy for the City; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin for the purchasing policy for the City to recognize and be made compatible with a new 
disbursements policy for the City; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to explicitly authorize the use of procurement contracts established by a cooperative purchasing 
arrangement recognized by the City, certain procurement contracts established by the federal General 
Services Administration, and other arrangements and methods pursuant to Tennessee and/or federal law 
as alternatives to soliciting sealed bids or proposals pursuant to public advertising; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to clarify that the category of sole-source purchases pertaining to maintaining, expanding, or 
improving a manufacturer-specific system already in use applies whether that system is the City’s or that 
of another governmental agency with which the City must cooperate in order to provide the public service 
relevant to the proposed purchase; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to add reference to requests for qualifications as a recognized method of selecting a service 
provider in certain instances; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to clarify that purchases made by means of a purchasing card pursuant to the City’s purchasing 
card program are to comply with City purchasing policy and procedures; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to explicitly state that purchasing card cardholders are expected to exercise good judgment in 
making a decision about whether to make a purchase by considering (a) whether the potential purchase 
is prudent and necessary, and (b) whether the potential purchase would reflect well on the City and the 
cardholder, and be perceived by the general public as suitable and appropriate; and 
 

Law Dept. approved 06.14.16
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WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to clarify that the cardholder is responsible for ensuring that purchases, with identified 
exceptions, made by means of a purchasing card pursuant to the City’s purchasing card program are 
completed without sales tax being charged; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to establish a consequence that may be imposed in the event electronic processing of a 
purchasing card transaction is not completed in a timely manner; and 
 

WHEREAS, the Board of Mayor and Aldermen believes it is in the best interest of the City of 
Franklin to implement a revised Purchasing Policy for procurements not pertaining to the design and/or 
construction of new infrastructure and facilities in order to reflect these changes and to otherwise update 
the City’s policy. 
 

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF MAYOR AND ALDERMEN OF THE CITY OF 
FRANKLIN, TENNESSEE, AS FOLLOWS: 
 

Section 1.  The purchasing policy for City of Franklin procurements not pertaining to new 
construction adopted by Resolution No. 2014-90, and any and all subsequent changes or revisions, are 
hereby repealed in their entirety.  In place thereof, the purchasing policy for City of Franklin procurements 
not pertaining to the design and/or construction of new infrastructure and facilities, attached as Exhibit 
A hereto, is adopted. 
 

Section 2.  The Purchasing Manager of the City shall be responsible for the administration and 
enforcement of the policy hereby adopted. 
 

Section 3.  Changes or revisions to the policy hereby adopted shall be made only by resolution of 
the Board of Mayor and Aldermen of the City of Franklin. 
 

Section 4.  The effective date of the policy hereby adopted shall be immediate upon passage and 
adoption of this resolution, the public welfare and the welfare of the City requiring it. 
 

Adopted this _____ day of ________________, 2016. 
 
ATTEST: CITY OF FRANKLIN, TENNESSEE 
 
 
BY:  BY:  
 Eric S. Stuckey, City Administrator/Recorder Dr. Ken Moore, Mayor 
 
APPROVED AS TO FORM BY: 
 
 
  
Kristen L. Corn, Assistant City Attorney 
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A. General Provisions 
 
This City of Franklin (“City”) Purchasing Policy shall apply to the purchase of materials, supplies, vehicles and 
equipment, the purchase of services other than those pertaining to the design and/or construction of new 
infrastructure and facilities, and to secure leases and lease-purchases and to dispose of and transfer surplus personal 
property for the proper conduct of the City’s business. 
 
All contracts, leases and lease-purchase agreements are subject to the approval of the Board of Mayor and 
Aldermen, unless otherwise provided by resolution or ordinance.  Any contracts, leases and lease-purchase 
agreements extending beyond the end of the current fiscal year shall be so noted prior to consideration by the Board 
of Mayor and Aldermen. 
 
Whenever the City undertakes its own competitive procurement process for the procurement of goods and/or 
services not pertaining to the design and/or construction of new infrastructure and facilities, then the City is hereby 
authorized to utilize the one or more of the following procurement methodologies best suited for the intended 
procurement: 
 

• request for quotations (not for purchases valued at $25,000 or more) 
• solicitation for bids 
• request for proposals 
• request for qualifications 

 
This Purchasing Policy is intended to promote the public interest and preserve and enhance the public trust by 
establishing a transparent procurement system by which the City conducts its non-construction related purchasing, 
and by providing vendors with a fair forum for competing for City business. 
 
B. Responsibilities of Departments 
 
The following are the responsibility of each Department: 
 
1. Departments shall be responsible for purchases and projects valued less than $25,000.  (In the context of this 

Policy, whenever any dollar thresholds are referenced, the estimated total value of the purchase or project, 
including all components related thereto, either over the course of the term of the award or, in the absence of a 
term of award, over the course of the next twelve (12) months, shall be considered.) 

2. Departments shall use pricing established pursuant to City procurement awards or Tennessee statewide 
contracts if and as available.  The use of pricing established by cooperative purchasing arrangements approved 
by the City Administrator for use by the City, as well as pricing established by other Tennessee local governments 
pursuant to a competitive process involving “public advertisement” (hereby defined to mean the same as that 
term is used in T.C.A. § 6-56-301 et seq., the Tennessee Municipal Purchasing Law of 1983, as it may be 
amended from time to time) and sealed submittals, are also allowed and may be used in lieu of competitive 
pricing established by the City. 

3. Departments shall advise the Purchasing Office and/or the Finance Department as to the method of payment 
that best meets the needs of the City. 
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4. Before placing an order for any non-emergency purchase valued at or greater than $10,000, departments shall 
prepare and submit a requisition, on the form prescribed by the Purchasing Office, and await approval thereof.  
For orders for emergency purchases valued at or greater than $10,000, the requisition may be completed within 
ten (10) calendar days after placing the order (and see “Emergency Purchases” below). 

5. Purchases valued less than $25,000 but not less than $10,000 shall not be made unless and until, wherever 
possible, the Department shall have obtained and forwarded to the Purchasing Manager competitive pricing 
quotations from at least three (3) vendors, said quotations to be either supplied in writing by the vendor or 
reduced to writing by the Department, accompanied by a tabulation of the comparative aspects of the quotations 
obtained, a recommendation as to which quotation should be accepted and a requisition for the recommended 
quotation. 

6. All foreseeable purchases, including those valued less than $10,000, should not be made unless and until the 
Department Head or his or her authorized representative is satisfied that the value of the purchase is fairly priced 
and not more than what would be expected in the current market place.  At the discretion of the Department 
Head or his or her authorized representative, for foreseeable purchases valued less than $10,000, the Department 
should, whenever it is prudent to do so, obtain multiple competitive pricing quotations, said quotations to be 
either supplied in writing by the vendor or reduced to writing by the Department. 

7. As soon as possible but within ten (10) calendar days of receipt of items ordered, Departments shall be 
responsible for verifying that the items conform to the order.  The process for taking delivery of items is as 
follows: 
a. Inspect the goods to verify that they are in acceptable condition. 
b. Verify that all operating manuals and warranty cards are included in the delivery of the goods, if applicable. 
c. Verify that the number of items ordered have been delivered, making special note when all or part of a 

particular order has been back-ordered. 
d. Ensure that purchases of capital assets of the City have been properly reported, either directly or indirectly, 

to the Finance Department and the City’s Risk Manager and, if rolling stock, Fleet Maintenance, on forms 
prescribed by those respective offices, so that records of such purchases may be updated, insurance 
coverage may be obtained, and vehicle tags may be obtained, all in a timely manner. 

8. Regardless of method of payment, departments shall be responsible for reviewing, approving and allocating to 
the proper budget code all invoices authorized for payment. 

9. It shall be the responsibility of each Department to allow time for competitive solicitation, ordering and delivery 
pursuant to this Purchasing Policy. 

10. No employee shall make any indication that he/she will recommend a particular product for purchase, 
knowingly bind the City to a specific vendor, or make any representation as to his or her authority to bind the 
City by contract when such is not the case. 
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C. Responsibilities of Purchasing Manager 
 
The following are the responsibility of the Purchasing Manager: 
 
1. The Purchasing Manager shall assist all Departments in purchasing operating materials, supplies, vehicles, 

equipment and services to which this Purchasing Policy applies. 
2. The Purchasing Manager shall be responsible for facilitating the competitive process by which all purchases to 

which this Purchasing Policy applies and valued at or greater than $25,000 are made. 
3. For all purchases to which this Purchasing Policy applies and valued at or greater than $10,000, the Purchasing 

Manager shall advocate the purchase of required products and services only either from the lowest responsible 
and responsive bidder or from the responsible and responsive respondent whose proposal or other submittal is 
most advantageous to the City. 

4. The Purchasing Manager shall advise the Departments about the source and availability of products and services 
needed by the various Departments. 

5. The Purchasing Manager shall provide current vendor files available for use and review by Departments. 
6. The Purchasing Manager shall, upon request, obtain prices on comparable items. 
7. The Purchasing Manager shall provide vendor lists, prepare Purchase Orders as necessary, and maintain orderly 

files. 
8. The Purchasing Manager shall be alert on an ongoing basis for new sources and for improved products and 

services. 
9. In coordination with individual Departments, the Purchasing Manager shall assist in the preparation of 

specifications. 
10. The Purchasing Manager shall prepare all legal notices for competitive solicitations and shall also place 

additional notice of bid in appropriate publications and place on the City Website as necessary to assure ample 
opportunity for vendors to bid. 

11. The Purchasing Manager shall on an ongoing basis pursue consolidating the purchase of as many products and 
services as economically possible in order to reduce costs and/or improve services provided to the City. 

12. The Purchasing Manager shall investigate complaints from Departments of poor performance by vendors, or 
complaints about inferior products, and shall, in consultation with the City’s Law Department, choose which, 
if any, remedies are available to the City to pursue. 

13. The Purchasing Manager shall be responsible for disposing of the City’s surplus personal property of any value 
by means of a competitive process and in compliance with City ordinance, except in cases involving data 
security or other mitigating circumstances.  The Purchasing Manager shall develop the appropriate 
documentation for the Finance Department in accordance with the City Code. 

14. The Purchasing Manager shall be responsible for administering and overseeing the City’s Purchasing Card 
program. 

15. The Purchasing Manager shall be responsible for otherwise administering and complying with this Purchasing 
Policy and applicable Tennessee state law, specifically T.C.A. § 6-56-301 et seq. (Tennessee Municipal 
Purchasing Law of 1983) and T.C.A. § 12-3-1201 et seq. (Public Purchases – Local Governments), as it may 
be amended from time to time, including keeping and filing required records and reports, as if they were set out 
herein and made a part hereof and within definitions of words and phrases from the law as herein defined. 
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D. Circumstances under which sealed bids or proposals pursuant to public advertising are not required 
 
1. Authorized sole-source purchases (see below). 
2. Authorized emergency expenditures (see below). 
3. Purchases from instrumentalities created by two (2) or more cooperating governments, such as, but not limited 

to those established pursuant to T.C.A. § 12-9-101, et seq. 
4. Purchases from non-profit corporations whose purpose or one of whose purposes is to provide products and 

services specifically to municipalities, as provided in T.C.A. § 6-56-302. 
5. Purchases, leases or lease-purchases of real property, as provided by City ordinance and state law. 
6. Purchases, leases, or lease-purchases of used or secondhand articles consisting of goods, equipment, materials, 

supplies, or commodities, as provided in T.C.A. § 12-3-1202. 
7. Purchases through other units of government, as provided in T.C.A. § 12-3-1203(a) and 12-3-1203(c). 
8. Purchases pursuant to Tennessee Department of General Services statewide contracts authorized for use by 

Tennessee local governments. 
9. Purchases from Tennessee Rehabilitative Initiative in Correction (TRICOR). 
10. Professional service contracts, as provided in T.C.A. § 12-3-1209. 
11. Other professional services, including actuarial, architectural design, financial and compliance audit, 

engineering design, financial advisory, legal counsel and medical. 
12. Tort liability insurance, as provided in T.C.A. § 29-20-407. 
13. Purchase of fuels, fuel products or perishable commodities. 
14. Purchases based on contracts established by a cooperative purchasing arrangement recognized by the City 

pursuant to Resolution No. 2009-50, as provided in T.C.A. § 12-3-1205. 
15. Purchases based on contracts established by the United States General Services Administration (GSA) and 

authorized by GSA for use by US local governments. 
16. Other arrangements and methods pursuant to Tennessee and/or federal law. 
 
E. Rejection of Bids, Proposals or Other Submittals 
 
The Purchasing Manager shall recommend to the Board of Mayor and Aldermen to reject any and all bids, proposals 
or other submittals received pursuant to a formal procurement solicitation issued by the Purchasing Office, or parts 
thereof, for any product or service to which this Policy applies, whenever, prior to the Board of Mayor and Aldermen 
making an award pursuant to such a formal procurement solicitation, the Purchasing Manager believes the public 
interest would be best served by such rejection.  The Purchasing Manager shall recommend to the Board of Mayor 
and Aldermen that it reject any such submittal of a vendor or contractor who is in default on the payment of taxes, 
licenses, fees or other monies of whatever nature that may be due the City by the vendor or contractor whenever, 
prior to the Board of Mayor and Aldermen making an award pursuant to such a formal procurement solicitation, 
the Purchasing Manager becomes aware of such default. 
 
F. Conflict of Interest, Use of Position, Solicitation 
 
There are several sources of law and regulations, as they may be amended from time to time, that apply to conflicts 
of interest, use of position and solicitation.  They are incorporated by reference and adopted as if fully stated herein. 
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a. City Charter 
 

Article VIII (“Finance”), Section 16 (“Officers not to be Interested in City Contracts or Work”) of the City of 
Franklin Charter reads as follows: 
 

No member of the Board of Mayor and Aldermen, or officer elected by said Board, shall be interested in any 
contract, or work of any kind whatever, under its control and direction, and any contract in which any such 
person shall have an interest shall be void and cannot be enforced. 

 

b. City of Franklin Municipal Code 
 

Title 1 (“General Administration”), Chapter 8 (“Ethics”) of the City of Franklin Municipal Code sets forth the Code 
of Ethics for the City of Franklin, which applies to all full-time and part-time elective or appointed officials and 
employees of the City. 
 

c. City of Franklin Regulations 
 

Article XXII (“General Policies and Procedures”), Section E (“Business Dealings”), of the City of Franklin Human 
Resource Manual, as it may be amended from time to time, reads as follows: 
 

Except for the receipt of such compensation as may be lawfully provided for the performance of City duties, 
and except as noted below, no City officer or employee shall be privately interested in or profit, directly or 
indirectly, from business dealings with, of or by the City. 
Regular full-time, regular part-time and temporary employees of the City may, subject to the approval of the 
City Administrator, contract to perform services for the City by meeting the following criteria:  (1) the service 
performed must not be any service which the employee might provide in the normal scope of their regular 
duties; (2) the employee would be required to bid or submit a proposal in the same manner as any other 
prospective provider of service; and (3) the service performed must not present a conflict of interest nor a 
conflict of time with the employee’s regular duties. 

 

Article XXII (“General Policies and Procedures”), Section I (“Use of Position”), of the City of Franklin Human 
Resource Manual, as it may be amended from time to time, reads in part as follows: 
 

No City officer or employee shall make or attempt to make private purchases in the name of the City, nor 
otherwise use or attempt to use status as a City employee to secure unwarranted privileges or exemptions. 

 

Article XXII (“General Policies and Procedures”), Section F (“Acceptance of Gratuities”), of the City’s Human 
Resource Manual, as it may be amended from time to time, reads as follows: 
 

No City officer or employee shall accept or solicit any money or other consideration or favor from anyone other 
than the City for the performance of an act which the officer or employee would be required or expected to 
perform in the regular course of employment; nor shall any officer or employee accept, directly or indirectly, 
any gift, gratuity, or favor of any kind which might reasonably be an attempt to influence the individual’s 
actions with respect to City business.  For further explanation, see Title 1, Chapter 8 (“Ethics”), of the Municipal 
Code. 

 

d. Statutes 
 

Certain Tennessee statutes may apply to purchases involving city officers, committee members, etc.  Selected 
statutes may be found in Appendix A to this Purchasing Policy attached hereto for reference. 
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G. City Officer and Employee Communication with Vendors 
 
Between the time a procurement solicitation for sealed submittals is issued by the City and the time an award is 
made, members of the Board of Mayor and Aldermen as well as employees of the City shall refrain from any form 
of communication with one or more vendors that may be competing for the award about any aspect of the 
procurement other than either in the context of a public meeting or by way of the Purchasing Office.  The foregoing 
is not meant to preclude a representative of the City from answering questions from vendors if the question is 
already addressed in the solicitation documents, if the City representative is certain of the correct answer and if the 
Purchasing Office is informed of the communication.  Otherwise, any inquiries from one or more vendors that may 
be competing for such an award shall be directed to the Purchasing Office which shall determine if an addendum 
to the solicitation should be prepared and issued to all vendors known or thought to be interested in the procurement 
opportunity.  Vendors that may be competing for a procurement award shall be instructed that, until that award has 
been made, they shall not communicate about either the content of or the procurement process pertaining to this 
procurement solicitation with any official, employee or other representative of the City except through the City’s 
Purchasing Office.  The City reserves the right to disqualify any vendor that initiates unauthorized communication 
with the City during the procurement phase. 
 
H. City Officer and Employee Business Dealings with the City 
 
See Article XXII (“General Policies and Procedures”), Section E (“Business Dealings”), of the City of Franklin 
Human Resources Manual. 
 
See also Title 1 (“General Administration”), Chapter 8 (“Ethics”), of the City of Franklin Municipal Code. 
 
I. Tie Bids and Tie Quotes 
 
In the event of tie bids or tie quotes (that is, when two or more responsible and responsive vendors offer products 
that meet all specifications, terms and conditions at identical total pricing for the minimum or estimated quantity 
indicated), then the tie bids or tie quotes shall be broken by means of one of the following methods, in descending 
order: 
 

1. The award shall be made to the vendor who bid or quoted the soonest delivery of the product or completion 
of the service of all the vendors submitting the tie bids or tie quotes. 

2. The award shall be made to the vendor who offered the pricing for the longest period of time for potential 
future orders of all the vendors submitting the tie bids or tie quotes. 

3. If one or more of the vendors submitting the tie bids or tie quotes competed for the City’s business the last 
time the City solicited bids or quotes for the same product or service, then the award shall be made to the 
vendor who offered the lowest pricing at that time of all the vendors submitting the tie bids or tie quotes. 

4. If one or more of the vendors submitting the tie bid or tie quote have done business with the City within the 
most recent 24 months, then the award shall be made to the vendor who has done the most business with 
the City (measured in dollars) in that time frame of all the vendors submitting the tie bids or tie quotes. 

5. The award shall be made by means of random selection, such method to be administered by the Purchasing 
Manager and to give equal opportunity to all the vendors submitting the tie bids or tie quotes. 
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J. Determining Responsible and Responsive Respondents 
 
As noted above, products and services shall be purchased either from the lowest responsible and responsive bidder 
or from the responsive and responsible respondent whose proposal or other submittal is most advantageous to the 
City.  In determining whether a competing vendor is responsible and responsive, the following shall be taken into 
consideration: 
 
1. The ability of the competing vendor to perform the contract or provide the material or service required. 
2. Whether the competing vendor can perform the contract or provide the service promptly, or within the time 

specified, without delay or interference. 
3. The character, integrity, reputation, judgment, experience, and efficiency of the competing vendor. 
4. The previous and existing compliance by the competing vendor or a predecessor in interest with laws and 

ordinances relating to the contract or service. 
5. The quality of the competing vendor’s performance of previous contracts or services, including the quality of 

such contracts or services in other municipalities, or performed for private sector customers. 
6. The sufficiency of financial resources and the ability of the competing vendor to perform the contract or provide 

the service. 
7. The ability of the competing vendor to provide future maintenance and service for the use of the materials, 

supplies, vehicles, equipment or contractual service contracted. 
8. Compliance by the competing vendor with all specifications in the solicitation for bids or proposals. 
9. The ability of the competing vendor to deliver and maintain any requisite bid bonds or performance bonds. 
 
K. Emergency Purchases 
 
When in the judgment of the City Administrator, the Department Head or the Purchasing Manager there exists an 
emergency impinging on public health, safety or welfare and a purchase valued at or greater than $10,000 is 
necessary, then the competitive purchasing provisions contained in this Purchasing Policy may be waived; provided, 
however, that if the emergency purchase is valued at or greater than $25,000 it shall be reported to the Board of 
Mayor and Aldermen at its next scheduled meeting. 
 
L. Sole-Source Purchases 
 
In the context of this Policy, whenever any dollar thresholds are referenced, the estimated total value of the purchase 
or project, including all components related thereto, either over the course of the term of the award or, in the absence 
of a term of award, over the course of the next twelve (12) months, shall be considered.  Sole-source purchases 
valued at less than $10,000 may be authorized by the end-user department.  Sole-source purchases valued at less 
than $25,000 but not less than $10,000 may be authorized by the Purchasing Manager upon being satisfied that it is 
not possible to obtain competitive pricing quotations from at least three (3) vendors.  Except as noted below, sole-
source purchases valued at or greater than $25,000 may not be made unless and until individually authorized by the 
Board of Mayor and Aldermen.  Authorized sole-source purchases do not require sealed bids or proposals pursuant 
to public advertising.  The criteria for evaluating sole-source purchases valued at or greater than $10,000 are 
presented in Appendix B to this Purchasing Policy.  Sole-source purchases valued at or greater than $25,000 that 
do not require individual authorization by (but which shall still be reported to) the Board of Mayor and Aldermen 
include: 
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a. Repairs to, maintenance of, licenses for and/or maintenance agreements for products already in use by the 
City, so long as the product manufacturer representative has stated in writing that the vendor is the sole 
source available to the City, and so long as the vendor has stated in writing that the quoted pricing is the 
lowest municipal unit pricing available at that time and in the foreseeable future for the quantity indicated.  
Examples:  engine repairs made by the manufacturer or the manufacturer’s representative for a vehicle; 
license and maintenance agreements for computer software. 
 

b. Purchases of items necessary to maintain, expand or improve a manufacturer-specific system already in use 
by the City, and/or another governmental agency with which the City must cooperate in order to provide 
the public service relevant to the proposed purchase, and that requires interconnectivity of and/or 
communication between the component parts, so long as the product manufacturer representative has stated 
in writing that the vendor is the sole source available to the City, and so long as the vendor has stated in 
writing that the quoted pricing is the lowest municipal unit pricing available at that time and in the 
foreseeable future for the quantity indicated.  Examples:  water meters and related parts; traffic signal 
equipment and related parts; athletic field lighting (and related parts) connected to a centralized master 
control; automated external defibrillators; cardiac monitors; telemetry/supervisory control and data 
acquisition equipment. 
 

c. Purchases of items that have, for good and sufficient reason, previously been standardized by the City, so 
long as the product manufacturer representative has stated in writing that the vendor is the sole source 
available to the City, and so long as the vendor has stated in writing that the quoted pricing is the lowest 
municipal unit pricing available at that time and in the foreseeable future for the quantity indicated.  
Examples:  low-pressure wastewater collection grinder pumps and related parts; self-contained breathing 
apparatus; vehicle exhaust evacuation systems at individual fire stations, including installation if only one 
authorized installer is assigned to serve the City; vehicle extrication equipment. 

 
M. Purchasing Card Program 
 
The Purchasing Card Program shall be administered by the Purchasing Manager pursuant to procedures established 
therefor.  The Purchasing Manager shall coordinate with Department Heads in determining to which employees and 
officers of the City to issue Purchasing Cards.  Employees who are authorized and expected to travel on behalf of 
the City and at the City’s expense shall be issued purchasing cards and are expected to use same in lieu of being 
given travel advances. 
 
Employees’ participation in the City’s Purchasing Card Program is a privilege and a convenience that includes 
certain responsibilities.  Although the purchasing card is issued in the cardholder’s name, it is City property and 
therefore must be used in accordance with City policy and rules, as well as with objectively reasonable judgment, 
especially as follows: 
 

1. The Purchasing Card is provided to employees based on their need to purchase authorized goods and 
services.  A card may be revoked at any time based on change of assignment or location.  The card is neither 
an entitlement nor a reflection of title or position. 
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2. The card may be used only for authorized obligations of the City; use of the card for a purchase other than 
an authorized obligation of the City (such as personal purchases as well as alcoholic beverages and 
entertainment), even if intended for future reimbursement, are specifically prohibited. 

3. Purchases made with the card are to comply with City purchasing policy and procedures.  Such City 
procurement rules as the need for procurement requisitions, the basis for pricing, contracting, whether a 
certificate of insurance is necessary to require of the service provider, adequacy of budgeted funding, and 
timing of payment relative to delivery of the product or service, all apply regardless of method of payment 
(such as by purchasing card). 

4. The cardholder is the only person entitled to use the card and is accountable for all charges attributable to 
the card. 

5. Cardholders are expected to exercise objectively reasonable judgment in making a decision about whether 
to make a purchase by considering (a) whether the potential purchase is prudent and necessary, and (b) 
whether the potential purchase would reflect well on the City and the cardholder, and be perceived by the 
general public as suitable and appropriate.  Improper use of a City purchasing card, especially intentional 
and unreported but even unintentional and reported, including personal purchases as well as alcoholic 
beverages and entertainment, even if reimbursed, may be considered misappropriation of City funds, which 
may result in disciplinary action, up to and including termination. 

6. Other than for out-of-state purchases and purchases from fast-food restaurants (at which customers place 
and pay for the order before sitting down at a table), the cardholder is responsible for ensuring that the 
transaction is completed without sales tax being charged.  If a transaction has been completed on which 
sales tax was charged in error, then the cardholder is responsible for contacting the vendor and requesting 
that the amount of the sales tax be credited back to the same City purchasing card to which the sales tax 
was charged.  Documentation of this effort, and of the vendor’s response, shall be submitted in addition to 
the supporting documentation for the transaction. 

7. Cardholders are expected to comply with internal control procedures in order to protect the City’s assets.  
This includes (a) not permitting anyone other than the cardholder to use the card; (b) making sure that each 
transaction is electronically processed in full and on time; (c) keeping and submitting on time detailed 
invoices or itemized payment receipts that substantiate each and every charge attributed to the purchasing 
card issued to the cardholder; (d) assisting the City upon request with reconciling the City’s billing cycle 
statements; and (e) taking reasonable precautions to secure the purchasing card against loss and/or theft. 

8. If electronic processing of a purchasing card transaction is not completed by the deadline and the Purchasing 
Office has not been previously notified of the need for a delay, then the monthly credit limit for the 
respective purchasing card may be reduced to $0 until the processing is complete.  This consequence applies 
to any transaction that has not been coded, explained with a comment, and approved by the individual 
assigned to approve purchasing card transactions for that cardholder.  Credit limits will be restored to the 
previous amounts once electronic processing is complete. 

9. Failure to submit on time adequate and legible supporting documentation for each transaction or to 
otherwise comply with City rules will carry consequences, possibly including reduction or loss of card 
spend authority, reimbursement of the City by the employee for unauthorized and/or unsubstantiated 
purchases, and/or disciplinary action, up to and including termination. 

10. Cardholders are responsible for resolving any discrepancies by contacting the vendor and/or the issuing 
bank. 

11. A lost or stolen purchasing card shall, as soon as possible upon discovery of the loss or theft, be reported 
to the City Purchasing Office and/or to the issuing bank. 
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12. A cardholder must surrender his or her card upon termination of employment (i.e., retirement or voluntary 
or involuntary separation). 

 
N. Payment for Purchases 
 
All payments to vendors and service providers shall be made either by purchasing card (in accordance with this 
Policy) or by one of the City’s other methods of payment (in accordance with the City’s Disbursements Policy). 
 
O. Consolidation of Purchases 
 
The Purchasing Manager, working in cooperation with Departments, shall on an on-going basis investigate ways 
and methods to consolidate as many purchases as possible.  The purpose of consolidation is to allow the City to 
realize economies of scale, savings through reducing inventories of parts and supplies as well as reducing the 
number of vendors and accompanying financial record keeping. 
 
P. Use of Internet Auctions for Purchases of City Property 
 
The use of internet auctions is generally prohibited as a method for making City purchases unless specifically 
authorized in advance by the City Administrator. 
 
Q. Vendor Protests 
 
Vendor protests shall be handled in accordance with the City’s Vendor Protest Procedure for procurements not 
pertaining to new construction, as approved by resolution of the Board of Mayor and Aldermen. 
 
R. Disciplinary Action 
 
Any employee who fails or refuses to comply with the provisions of this Purchasing Policy shall be subject to 
disciplinary action pursuant to and as provided in the Human Resources Manual, as it may be amended from time 
to time. 
 
S. Requests for Proposals 
 
Requests for competitive sealed proposals shall be used pursuant to T.C.A. § 12-3-1207 and may be used only when 
qualifications, experience, or competence are more important than price in making the purchase, and either (1) when 
there is more than one (1) solution to a purchasing issue and competitive sealed proposals would assist in choosing 
the best solution; or (2) when there is no readily identifiable solution to a purchasing issue and competitive sealed 
proposals would assist in identifying one (1) or more solutions.  The request for competitive sealed proposals shall 
state the relative importance of price and other evaluation factors.  The award shall be made to the responsible 
respondent whose proposal the governing body determines is the most advantageous to the City, taking into 
consideration price and the evaluation factors set out in the request for competitive sealed proposals.  No other 
factor may be used in the evaluation. 
 

Law Dept. approved 06.14.16
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T. Requests for Qualifications 
 
Requests for qualifications may be used pursuant to T.C.A. § 12-3-1209 for legal services, fiscal agent, financial 
advisor or advisory services and similar services by professional persons or groups of high ethical standards, or 
pursuant to T.C.A. § 12-4-107 for architectural, engineering and construction services. 
 

Law Dept. approved 06.14.16
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APPENDIX A 
SELECTED STATUTES APPLYING TO OFFICERS, COMMITTEE MEMBERS, ETC. 

 
T.C.A. § 6-54-107.  Interest of officer in municipal contracts prohibited. 
 

a. No person holding office under any municipal corporation shall, during the time for which such person was 
elected or appointed, be capable of contracting with such corporation for the performance of any work that 
is to be paid for out of the treasury.  Nor shall such person be capable of holding or having any other direct 
interest in such a contract.  "Direct interest" means any contract with any business in which the official is 
the sole proprietor, a partner, or the person having the controlling interest.  "Controlling interest" includes 
the individual with the ownership or control of the largest number of outstanding shares owned by any 
single individual or corporation. 

 
b. No officer in a municipality shall be indirectly interested in any contract to which the municipality is a party 

unless the officer publicly acknowledges such officer's interest.  "Indirectly interested" means any contract 
in which the officer is interested but not directly so, but includes contracts where the officer is directly 
interested but is the sole supplier of goods or services in a municipality. 

 
c. 1.  Any member of a local governing body of a county or a municipality who is also an employee of such 

county or municipality may vote on matters in which such member has a conflict of interest if the member 
informs the governing body immediately prior to the vote as follows:  "Because I am an employee of (name 
of governmental unit), I have a conflict of interest in the proposal about to be voted.  However, I declare 
that my argument and my vote answer only to my conscience and to my obligation to my constituents and 
the citizens this body represents." 
 
2.  In the event a member of a local governing body of a county or a municipality has a conflict of interest 
in a matter to be voted upon by the body, the member may abstain for cause by announcing such to the 
presiding officer.  Any member of a local governing body of a county or municipality who abstains from 
voting for cause on any issue coming to a vote before the body shall not be counted for the purpose of 
determining a majority vote. 
 
3.  The vote of any person having a conflict of interest who does not inform the governing body of such 
conflict as provided in subdivision (c)(1) shall be void if challenged in a timely manner.  As used in this 
subdivision (c)(3), "timely manner" means during the same meeting at which the vote was cast and prior to 
the transaction of any further business by the body. 
 
4.  Nothing in this subsection (c) shall be construed as altering, amending or otherwise affecting the 
provisions of § 12-4-101(a).  In the event of any conflict between this subsection (c) and § 12-4-101(a), the 
provisions of § 12-4-101(a) shall prevail. 

 
  

Law Dept. approved 06.14.16

http://198.187.128.12/tennessee/lpext.dll?f=FifLink&t=document-frame.htm&l=jump&iid=4c691c66.41ac1135.0.0&nid=26c7#JD_12-4-101
http://198.187.128.12/tennessee/lpext.dll?f=FifLink&t=document-frame.htm&l=jump&iid=4c691c66.41ac1135.0.0&nid=26c7#JD_12-4-101
http://198.187.128.12/tennessee/lpext.dll?f=FifLink&t=document-frame.htm&l=jump&iid=4c691c66.41ac1135.0.0&nid=26c7#JD_12-4-101
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T.C.A. § 6-54-108.  Penalty for unlawful interest of officer. 
 
Every officer of such corporation who shall unlawfully be concerned in making such contract, or who shall 
unlawfully pay money upon the same to or for any person declared incapable in § 6-54-107, shall forfeit the amount 
so paid; and such officer shall be jointly and severally liable to an action for the same, which action may be 
prosecuted by any citizen of the corporation in its name. 
 
T.C.A. § 12-4-101.  Personal interest of officers prohibited. 
 
(a) (1) It is unlawful for any officer, committee member, director, or other person whose duty it is to vote for, let 
out, overlook, or in any manner to superintend any work or any contract in which any municipal corporation, county, 
state, development district, utility district, human resource agency, or other political subdivision created by statute 
shall or may be interested, to be directly interested in any such contract.  "Directly interested" means any contract 
with the official personally or with any business in which the official is the sole proprietor, a partner, or the person 
having the controlling interest.  "Controlling interest" includes the individual with the ownership or control of the 
largest number of outstanding shares owned by any single individual or corporation.  This subdivision (a)(1) shall 
not be construed to prohibit any officer, committee person, director, or any person, other than a member of a local 
governing body of a county or municipality, from voting on the budget, appropriation resolution, or tax rate 
resolution, or amendments thereto, unless the vote is on a specific amendment to the budget or a specific 
appropriation or resolution in which such person is directly interested. 
 
…. 
 
(b) It is unlawful for any officer, committee member, director, or other person whose duty it is to vote for, let out, 
overlook, or in any manner to superintend any work or any contract in which any municipal corporation, county, 
state, development district, utility district, human resource agency, or other political subdivision created by statute 
shall or may be interested, to be indirectly interested in any such contract unless the officer publicly acknowledges 
such officer's interest.  "Indirectly interested" means any contract in which the officer is interested but not directly 
so, but includes contracts where the officer is directly interested but is the sole supplier of goods or services in a 
municipality or county. 
 
(c) (1) Any member of a local governing body of a county or a municipality who is also an employee of such county 
or municipality and whose employment predates the member's initial election or appointment to the governing body 
of the county or municipality may vote on matters in which the member has a conflict of interest if the member 
informs the governing body immediately prior to the vote as follows:  “Because I am an employee of (name of 
governmental unit), I have a conflict of interest in the proposal about to be voted.  However, I declare that my 
argument and my vote answer only to my conscience and to my obligation to my constituents and the citizens this 
body represents.”  The vote of any such member having a conflict of interest who does not so inform the governing 
body of such conflict shall be void if challenged in a timely manner.  As used in this subdivision (c)(1), “timely 
manner” means during the same meeting at which the vote was cast and prior to the transaction of any further 
business by the body. 
 
(2) Any member of a local governing body of a county or a municipality who is also an employee of such county 
or municipality and whose employment began on or after the date on which the member was initially elected or 

Law Dept. approved 06.14.16
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appointed to serve on the governing body of the county or municipality shall not vote on matters in which the 
member has a conflict of interest. 
 
(3) (A) In the event a member of a local governing body of a county or a municipality has a conflict of interest in a 
matter to be voted upon by the body, such member may abstain for cause by announcing such to the presiding 
officer. 
 
(B) (i) Any member of a local governing body of a municipality who abstains from voting for cause on any issue 
coming to a vote before the body shall not be counted for the purpose of determining a majority vote. 
 
(ii) This subdivision (c)(3)(B) shall in no way be construed to apply to any county having a metropolitan form of 
government and having a population in excess of five hundred thousand (500,000), according to the 1990 federal 
census or any subsequent federal census. 
 
…. 
 
T.C.A. § 12-4-102.  Penalty for unlawful interest. 
 
Should any person, acting as such officer, committee member, director, or other person referred to in § 12-4-101, 
be or become directly or unlawfully indirectly interested in any such contract, such person shall forfeit all pay and 
compensation therefor.  Such officer shall be dismissed from such office the officer then occupies, and be ineligible 
for the same or a similar position for ten (10) years. 
 
  

Law Dept. approved 06.14.16



 
 
 
 
 
 

Purchasing Policy 
for City of Franklin procurements not pertaining to new construction 

 

Exhibit A to Resolution No. 2016-24  Page 15 of 15 

APPENDIX B 
SOLE-SOURCE PURCHASES VALUED AT OR GREATER THAN $10,000 

 
Sole-source purchases valued at or greater than $10,000 shall be made only when an item is unique and possesses 
specific characteristics that can be filled by only one source and must have prior approval by the Purchasing 
Manager or, if the purchase is valued at or greater than $25,000, then the Board of Mayor and Aldermen.  In 
determining whether to authorize sole-source purchases valued at or greater than $10,000, factors such as the 
following shall be considered: 

1. whether the vendor possesses exclusive and/or predominant capabilities or the item contains a patented 
feature providing a superior utility not obtainable from similar products; 

2. whether the product or service is unique and easily established as one-of-a-kind; 
3. whether the program requirements can be modified so that competitive products or services may be 

used; 
4. whether the product is available from only one source and not merchandised through wholesalers, 

jobbers or retailers; and 
5. whether items must be interchangeable or compatible with in-place items. 

After review of the written justification from the requisitioning department and ascertaining that the item to be 
purchased meets one or several of the above criteria, and so long as the product manufacturer representative has 
stated in writing that the vendor is the sole source available to the City, and so long as the vendor has stated in 
writing that the quoted pricing is the lowest municipal unit pricing available at that time and in the foreseeable 
future for the quantity indicated, then, in lieu of competitive purchasing procedures, the Purchasing Manager shall 
either authorize the sole-source purchase or, if the purchase is valued at or greater than $25,000, then forward the 
request to the Board of Mayor and Aldermen for its consideration. 
 
Based in part on Rule No. 0690-3-1-.03(3) of Rules of the Tennessee Department of General Services, Purchasing 
Division. 

Law Dept. approved 06.14.16
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� � � � � � � � � 	Ñ� Û Û � � �

 � he	General	Fund	shows	a	current	year	surplus	of	over	$4.4	Û � ÚÚ� Ü� Ç			

 In	the	General	Fund,	local	sales	taxes	are	up	� ÇËÅ 	over	last	year.		

 With	recent	development	activity,	

o building	permit	revenue	is	up	over	Ê� Å ,	

o road	impact	fees	are	Ê	½	times	collections	this	point	last	year,	

o facilities	taxes	are	almost	2	½	times	collections	this	point	last	year,	and

o water/sewer	 development	 fees	 are	 approximately	 double	 collections	 last	
� � � � Ç

 In	the	Street	Aid	Fund,	gasoline	taxes	are	� ÇËÅ 	higher	as	the	fee	is	set	on	gallons	sold	
rather	than	price.		

 � n	the	Capital	Projects	Fund,	the	City	expects	reimbursements	from	other	funds	and	
future	bond	proceeds	to	offset	the	deficit.	 	In	the	4� � 	quarter	budget	amendments,	
� 5.5	million	is	to	be	transferred	from	the	General	Fund	(2,500,000),	Hotel	Motel	Tax	
Fund	($1,207,565),	Water	Taps	($972,342),	and	Sewer	Taps	($822,509)	to	reduce	
the	deficit.		

																																										

Quarter	Ended	March	ÊÈ,	201�
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Fund
Beg Fund 
Balance Revenue Expenditures

End Fund 
Balance Change

Fund 
Summary 
on Page

General $35,469,448 $46,163,760 $41,712,689 $39,920,519 $4,451,071 3

Street Aid $287,224 $1,973,622 $1,713,890 $546,956 $259,732 4

Sanitation & Envir. Services. $618,286 $6,428,062 $6,304,674 $741,674 $123,388 5

Road Impact $397,976 $6,345,190 $1,769,323 $4,973,843 $4,575,867 6

Facilities Tax $6,717,764 $3,643,845 $3,571,640 $6,789,969 $72,205 7

Stormwater $4,783,235 $1,931,326 $1,766,024 $4,948,537 $165,302 8

Drug $295,296 $284,635 $68,051 $511,880 $216,584 9

Hotel/Motel $2,749,596 $2,501,218 $2,184,284 $3,066,530 $316,934 10

In Lieu of Parkland $2,494,076 $1,879,531 $0 $4,373,607 $1,879,531 11

Transit $189,607 $1,257,207 $1,257,207 $189,607 $0 12

CDBG $20,212 $239,614 $204,248 $55,578 $35,366 13

Debt Service $709 $11,036,938 $9,844,512 $1,193,135 $1,192,426 14

Capital Projects ($10,104,657) $4,554,523 $5,921,828 ($11,471,962) ($1,367,305) 15

Water & Wastewater Operations * $20,680,205 $17,222,867 * $3,457,338 16

Water & Wastewater Dev. Fees * $4,666,851 $2,305,069 * $2,361,782 17

*  As an enterprise fund (which is similar to a private business), Water & Wastewater does not have a fund balance.
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General	Fund

FUND SUMMARY
? � he	General	Fund	shows	a	current	year	surplus	of	over	$4.4	Û � ÚÚ� Ü� Ç			

? Local	sales	taxes	are	up	� ÇËÅ 	over	last	year.		

? With	recent	development	activity,	� � ilding	permit	revenue	is	up	over	Ê� Å Ç	

? In	the	4� � 	quarter	budget	amendments,	$5.5	million	is	to	be	transferred	from	the	
General	Fund	(2,500,000)	to	reduce	the	deficit	in	the	Capital	Projects	Fund.		

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Local Sales Tax $23,309,616 $21,491,536 108.5% $30,744,209 75.8%
State Shared Taxes 7,945,946 7,099,617 111.9% 10,845,415 73.3%
Property Taxes 5,086,661 5,531,295 92.0% 5,307,869 95.8%
Alcohol Taxes 2,841,830 2,657,735 106.9% 3,601,387 78.9%
Grants 1,675,325 276,797 605.3% 3,371,336 49.7%
Franchise Fees 2,020,673 2,222,778 90.9% 2,511,230 80.5%
Building Permits & Fees 1,949,624 1,492,219 130.7% 2,315,580 84.2%
Court Fines & Fees 354,710 439,160 80.8% 720,573 49.2%
In Lieu of Tax (Local) 333,249 279,560 119.2% 306,131 108.9%
Interest Income 133,938 68,568 195.3% 197,802 67.7%
Other Revenues 512,188 387,183 132.3% 1,367,609 37.5%
Total Revenues 46,163,760 41,946,449 110.1% 61,289,141 75.3%

Expenditures:
Salaries & Wages 20,999,699 19,618,227 107.0% 30,665,899 68.5%
Employee Benefits 8,838,431 6,991,538 126.4% 11,481,640 77.0%
Utilities 1,641,712 1,663,380 98.7% 2,306,200 71.2%
Contractual Services 2,044,409 1,683,271 121.5% 2,983,115 68.5%
Repair & Maintenance Services 1,418,579 1,319,277 107.5% 1,881,712 75.4%
Debt Service & Lease Payments 1,803,366 1,724,810 104.6% 2,182,216 82.6%
Reimbursement from Other Funds (1,947,937) (1,931,608) 100.8% (2,597,247) 75.0%
Transfers To Other Funds 351,413 2,690,849 13.1% 543,569 64.6%
Capital (>$25,000) 87,612 417,714 21.0% 2,392,200 3.7%
Other Expenditures 6,475,406 5,439,912 119.0% 9,449,837 68.5%
Total Expenditures 41,712,689 39,617,371 105.3% 61,289,141 68.1%

Total Unallocated Funds 4,451,071 2,329,078 191.1% 0 0.0%
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Street	Aid	Fund

FUND SUMMARY
? � asoline	taxes	are	4.5Å 	higher	as	the	fee	is	set	on	gallons	sold	rather	than	price.		

? Expenditures	are	primarily	for	paving	activity.

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $287,224 $295,259 97.3% $287,224 100.0%
State Shared Taxes 1,447,408 1,385,017 104.5% 1,893,391 76.4%
Property Taxes 526,008 508,038 103.5% 528,418 99.5%
Interest Income 206 516 40.0% 400 51.6%
Total Revenues 2,260,847 2,188,829 103.3% 2,709,433 83.4%

Expenditures:
Repair & Maintenance Services 1,712,943 966,581 177.2% 2,400,000 71.4%
Other Expenditures 948 272 348.4% 0 0.0%
Total Expenditures 1,713,890 966,853 177.3% 2,400,000 71.4%

Total Unallocated Funds 546,956 1,221,976 44.8% 309,433 176.8%
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Sanitation	Fund

FUND SUMMARY
? Collection	service� 	revenue	is	5Å 	higher	than	last	year.

? Tipping	fees	are	55Å 	higher	than	last	year.

? � und	balance	has	increased	by	$123,380	through	the	3� � 	� � � � � � � Ç

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $618,294 $405,119 152.6% $618,286 100.0%
Grants 0 66,265 0.0% 0 0.0%
Sanitation Collection Services 3,850,601 3,666,403 105.0% 5,163,376 74.6%
Tipping Fees 2,394,066 1,544,734 155.0% 2,142,317 111.8%
Other Revenues 183,387 153,598 119.4% 520,084 35.3%
Total Revenues 7,046,348 5,836,119 120.7% 8,444,063 83.4%

Expenditures:
Salaries & Wages 1,341,065 1,407,061 95.3% 2,014,614 66.6%
Employee Benefits 643,689 652,562 98.6% 898,236 71.7%
Utilities 51,790 52,379 98.9% 71,234 72.7%
Contractual Services 0 1,278 0.0% 10,000 0.0%
Repair & Maintenance Services 446,081 346,714 128.7% 261,382 170.7%
Debt Service & Lease Payments 700,489 631,641 110.9% 757,419 92.5%
Transfers To Other Funds 8,320 11,785 70.6% 589,080 1.4%
Other Expenditures 3,113,239 2,492,765 124.9% 3,237,668 96.2%
Total Expenditures 6,304,674 5,596,185 112.7% 7,839,633 80.4%

Total Unallocated Funds 741,674 239,934 309.1% 604,430 122.7%
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Road	Impact	� � � �

FUND SUMMARY
? With	recent	development	activity,	road	impact	fees	are	Ê	½	times	collections	this	point	

last	yearÇ	

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $397,976 $0 0.0% $397,976 100.0%
Interest Income 5,708 48 11,858.8% 0 0.0%
Road Impact Fees 6,606,877 1,861,473 354.9% 5,770,361 114.5%
Road Impact Credits (267,394) (253,523) 105.5% 0 0.0%
Total Revenues 6,743,167 1,607,998 419.4% 6,168,337 109.3%

Expenditures:
Transfers To Other Funds 1,769,323 2,883,210 61.4% 2,739,169 64.6%
Other Expenditures 0 0 0.0% 300,000 0.0%
Total Expenditures 1,769,323 2,883,210 61.4% 3,039,169 58.2%

Total Unallocated Funds 4,973,843 (1,275,212) (390.0%) 3,129,168 159.0%
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Facilities	Tax	Fund

FUND SUMMARY
? With	recent	development	activity,	facilities	tax	are	almost	2	½	times	collections	this	

point	last	year.

? Work	continues	on	construction	of	Station	8.

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $6,717,764 $6,253,611 107.4% $6,717,764 100.0%
Interest Income 42,063 10,093 416.7% 10,000 420.6%
Facilities Taxes 3,601,783 1,543,765 233.3% 2,110,407 170.7%
Total Revenues 10,361,610 7,807,469 132.7% 8,838,171 117.2%

Expenditures:
Utilities 1,279 395 323.8% 0 0.0%
Contractual Services 0 363 0.0% 0 0.0%
Repair & Maintenance Services 6,797 951 715.1% 0 0.0%
Capital (>$25,000) 3,521,991 1,424,316 247.3% 4,765,856 73.9%
Other Expenditures 41,573 171,407 24.3% 180,116 23.1%
Total Expenditures 3,571,640 1,597,431 223.6% 4,945,972 72.2%

Total Unallocated Funds 6,789,969 6,210,039 109.3% 3,892,199 174.5%
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Stormwater	Fund

FUND SUMMARY
? Ñ� Ürmwater	fees	are	almost	ÊÅ 	higher	than	last	year.		

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $4,783,235 $5,511,065 86.8% $4,783,235 100.0%
Building Permits & Fees 40,403 52,498 77.0% 27,500 146.9%
Interest Income 64,621 11,080 583.2% 10,000 646.2%
Stormwater Fees 1,789,501 1,740,158 102.8% 2,400,000 74.6%
Other Revenues 36,801 29,424 125.1% 45,000 81.8%
Total Revenues 6,714,561 7,344,225 91.4% 7,265,735 92.4%

Expenditures:
Salaries & Wages 567,457 502,208 113.0% 820,803 69.1%
Employee Benefits 271,442 240,826 112.7% 357,228 76.0%
Utilities 43,146 34,673 124.4% 47,217 91.4%
Contractual Services 169,793 74,889 226.7% 130,286 130.3%
Repair & Maintenance Services 54,790 54,925 99.8% 55,370 99.0%
Debt Service & Lease Payments 85,182 0 0.0% 232,154 36.7%
Capital (>$25,000) 266,026 810,194 32.8% 2,846,000 9.3%
Other Expenditures 308,187 266,955 115.4% 615,250 50.1%
Total Expenditures 1,766,024 1,984,670 89.0% 5,104,308 34.6%

Total Unallocated Funds 4,948,537 5,359,555 92.3% 2,161,427 228.9%
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Drug	Fund

FUND SUMMARY
? Drug	fine	collections	are	� igher	than	last	year� s	totalÇ

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $295,296 $165,436 178.5% $295,296 100.0%
Interest Income 1,256 674 186.3% 1,000 125.6%
Drug Fines Received 123,214 30,203 408.0% 93,070 132.4%
Other Revenues 160,163 113,899 140.6% 79,091 202.5%
Total Revenues 579,930 310,212 186.9% 468,457 123.8%

Expenditures:
Other Expenditures 68,051 78,804 86.4% 127,000 53.6%
Total Expenditures 68,051 78,804 86.4% 127,000 53.6%

Total Unallocated Funds 511,880 231,408 221.2% 341,457 149.9%
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Hotel/Motel	Tax	Fund

FUND SUMMARY
? Hotel/Motel	tax	collections	are	� ÇËÅ 	higher	than	last	year.

? In	the	4� � 	quarter	budget	amendments,	$1.2	million	is	to	be	transferred	from	the	
Hotel/Motel	Tax	Fund	to	reduce	the	deficit	in	the	Capital	Projects	Fund.		This	transfer	
is	attributable	to	streetscape	costs	of	the	Hillsboro	Phase	1	and	3� � 	Avenue	projects.

?

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $2,749,596 $1,971,048 139.5% $2,749,596 100.0%
Interest Income 4,730 1,250 378.5% 2,000 236.5%
Hotel/Motel Taxes 2,496,488 2,344,135 106.5% 3,281,214 76.1%
Total Revenues 5,250,814 4,316,432 121.6% 6,032,810 87.0%

Expenditures:
Contractual Services 137,841 128,844 107.0% 0 0.0%
Repair & Maintenance Services 0 25,053 0.0% 36,595 0.0%
Transfers To Other Funds 983,481 1,104,196 89.1% 1,126,678 87.3%
Capital (>$25,000) 232,507 280,794 82.8% 712,956 32.6%
Other Expenditures 830,455 763,696 108.7% 767,131 108.3%
Total Expenditures 2,184,284 2,302,582 94.9% 2,643,360 82.6%

Total Unallocated Funds 3,066,530 2,013,851 152.3% 3,389,450 90.5%
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In	Lieu	of	Parkland	Fund

FUND SUMMARY
? Almost	� ÈÇ� 	Û � ÚÚ� Ü� 	has	been	collected	in	2016	through	the	Ê� � 	� � � � � � � Ç

? There	are	no	expenditures	currently	budgeted	for	this	fund	in	2016.

																																		 																																															

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $2,494,076 $0 0.0% $2,494,076 100.0%
Interest Income 5,586 906 616.9% 0 0.0%
In Lieu of Parkland Fees 1,873,945 211,848 884.6% 1,530,323 122.5%
Transfer From General Fund 0 2,280,119 0.0% 0 0.0%
Total Revenues 4,373,607 2,492,873 175.4% 4,024,399 108.7%

Total Unallocated Funds 4,373,607 2,492,873 175.4% 4,024,399 108.7%
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Transit	� � � �

FUND SUMMARY
? Through	the	3� � 	quarter,	85%	of	the	budget	operating	subsidy	from	the	General	Fund	

has	been	used.		

? Additional	grant	collections	are	anticipated	for	this	fund.

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $189,607 $400,695 47.3% $189,608 100.0%
Grants 824,991 914,508 90.2% 1,140,841 72.3%
Interest Income 2,901 2,624 110.5% 2,900 100.0%
Transit Fares 70,423 74,734 94.2% 111,000 63.4%
Transfer From General Fund 351,593 410,730 85.6% 543,569 64.7%
Other Revenues 7,300 7,300 100.0% 10,000 73.0%
Total Revenues 1,446,815 1,810,592 79.9% 1,997,918 72.4%

Expenditures:
Capital (>$25,000) 58,725 55,415 106.0% 225,000 26.1%
Other Expenditures 1,198,483 1,347,979 88.9% 1,583,310 75.7%
Total Expenditures 1,257,208 1,403,394 89.6% 1,808,310 69.5%

Total Unallocated Funds 189,607 407,197 46.6% 189,608 100.0%
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� Ï BG	 � � � �

FUND SUMMARY
? Grant	revenues	exceeds	expenditures	as	outstanding	receivables	from	2015	have	been	

� ÜÚÚ� � � � � 	in	2016.

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $20,211 $23,717 85.2% $20,212 100.0%
Grants 239,377 217,183 110.2% 274,706 87.1%
Interest Income 237 129 183.7% 100 237.2%
Total Revenues 259,826 241,030 107.8% 295,018 88.1%

Expenditures:
Contractual Services 84,248 84,519 99.7% 122,706 68.7%
Repair & Maintenance Services 120,000 94,878 126.5% 150,000 80.0%
Other Expenditures 0 37,786 0.0% 2,000 0.0%
Total Expenditures 204,248 217,183 94.0% 274,706 74.4%

Total Unallocated Funds 55,578 23,847 233.1% 20,312 273.6%
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Debt	Service	 � � � �

FUND SUMMARY
? Consistent	with	the	3� � 	quarter	of	prior	years,	the	Debt	Service	Fund	shows	a	current	

year	surplus.		The	surplus	is	anticipated	to	cover	debt	service	due	in	the	4� � 	quarter.				

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance $709 $195,118 0.4% $709 99.9%
Property Taxes 7,232,613 6,350,472 113.9% 7,426,254 97.4%
Interest Income 2,885 1,450 198.9% 5,000 57.7%
Rebate on BAB/RZEDB Bonds 840,316 838,508 100.2% 825,401 101.8%
Transfer from Sanitation Fund 8,320 11,785 70.6% 606,544 1.4%
Transfer from Road Impact Fund 1,769,323 2,883,210 61.4% 2,739,169 64.6%
Transfer from Hotel/Motel Tax Fund 983,481 1,104,196 89.1% 1,126,678 87.3%
Transfer from Water & Sewer Fund 200,000 200,000 100.0% 200,000 100.0%
Total Revenues 11,037,647 11,584,739 95.3% 12,929,755 85.4%

Expenditures:
Debt Service & Lease Payments 9,844,512 10,990,346 89.6% 12,924,146 76.2%
Total Expenditures 9,844,512 10,990,346 89.6% 12,924,146 76.2%

Total Unallocated Funds 1,193,135 594,393 200.7% 5,609 21,271.8%
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Capital	Projects	� � � �

FUND SUMMARY

 � he	City	expects	 reimbursements	 from	other	 funds	and	 future	bond	proceeds	 to	
fund	 the	 deficit.	 	 In	 the	 4� � 	 quarter	 budget	 amendments,	 $5.5	 million	 is	 to	 be	
transferred	from	the	General	Fund	(2,500,000),	Hotel	Motel	Tax	Fund	($1,207,565),	
Water	Taps	($972,342),	and	Sewer	Taps	($822,509)	to	reduce	the	deficit.		

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Beginning Fund Balance ($10,104,657) ($18,878,175) 53.5% $0 0.0%
Property Taxes 526,008 508,038 103.5% 0 0.0%
Grants 542,136 0 0.0% 0 0.0%
Interest Income 0 (14,090) 0.0% 0 0.0%
Facilities Taxes 912,853 691,817 132.0% 0 0.0%
Other Revenues 2,573,527 1,919,962 134.0% 0 0.0%
Total Revenues (5,550,133) (15,772,449) 35.2% 0 0.0%

Expenditures:
Contractual Services 61,408 30,051 204.3% 0 0.0%
Repair & Maintenance Services 0 1,886 0.0% 0 0.0%
Debt Service & Lease Payments 0 18,750 0.0% 0 0.0%
Capital (>$25,000) 5,354,620 9,902,322 54.1% 479,401 1,116.9%
Other Expenditures 505,800 658,714 76.8% 0 0.0%
Total Expenditures 5,921,828 10,611,723 55.8% 479,401 1,235.3%

Total Unallocated Funds (11,471,962) (26,384,171) 43.5% (479,401) 2,393.0%
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Water/Sewer	Operations

FUND SUMMARY
? � � � tomer	service	revenue,	which	comes	from	commercial	and	residential	water	and	

sewer	bills,	is	7.5Å 	higher	than	last	year.

																																																					

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Interest Income $65,615 $65,123 100.8% $85,500 76.7%
Customer Service 19,662,521 18,296,719 107.5% 24,394,503 80.6%
Other Revenues 952,069 218,261 436.2% 228,800 416.1%
Total Revenues 20,680,205 18,580,102 111.3% 24,708,803 83.7%

Expenditures:
Salaries & Wages 2,539,802 2,463,756 103.1% 3,891,979 65.3%
Employee Benefits 1,232,585 1,066,013 115.6% 1,593,639 77.3%
Utilities 1,210,546 1,163,570 104.0% 1,689,572 71.6%
Contractual Services 825,604 435,261 189.7% 529,500 155.9%
Repair & Maintenance Services 289,799 238,055 121.7% 346,732 83.6%
Debt Service & Lease Payments 1,399,479 1,434,247 97.6% 1,535,573 91.1%
Transfers To Other Funds 200,000 200,000 100.0% 200,000 100.0%
Capital (>$25,000) 3,159,854 4,046,342 78.1% 5,171,107 61.1%
Other Expenditures 6,365,199 6,593,832 96.5% 8,220,204 77.4%
Total Expenditures 17,222,867 17,641,076 97.6% 23,178,306 74.3%

Total Unallocated Funds 3,457,338 939,026 368.2% 1,530,497 225.9%



CITY OF FRANKLIN – 3RD QUARTER REPORT 2016

Page	È�

Water/Sewer	Development	Fees

FUND SUMMARY
? Access	fees	and	system	development	fees	are	approximately	double	collections	last	

year.	

? In	the	4� � 	quarter	budget	amendments,	$972,342	is	to	be	transferred	from	Water	Taps	
and	$822,509	from	Sewer	Taps	to	reduce	the	deficit	in	the	Capital	Projects	Fund.		
These	transfers	are	attributable	to	water	and	sewer	costs	of	the	Hillsboro	Phase	1	and	
Ê� � 	Avenue	projects.

Current Prior Percent Percent
YTD YTD Current YTD Current YTD

Actuals Actual to Prior YTD Budget to Budget
Revenues
Interest Income $72,313 $57,749 125.2% $0 0.0%
Customer Service 27,000 12,000 225.0% 0 0.0%
Access Fees 2,832,630 1,219,346 232.3% 0 0.0%
System Development Fees 1,726,756 985,517 175.2% 0 0.0%
Other Revenues 8,153 7,854 103.8% 0 0.0%
Total Revenues 4,666,852 2,282,466 204.5% 0 0.0%

Expenditures:
Contractual Services 0 1,319 0.0% 0 0.0%
Debt Service & Lease Payments 2,081,033 2,149,587 96.8% 0 0.0%
Capital (>$25,000) 224,079 94,871 236.2% 0 0.0%
Other Expenditures (43) (100) 43.0% 0 0.0%
Total Expenditures 2,305,069 2,245,679 102.6% 0 0.0%

Total Unallocated Funds 2,361,782 36,787 6,420.1% 0 0.0%
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On	the	Horizon

� � È� � É� È� É� 17	Proposed	Budget	? 	É� � 	Reading/Public	Hearing

� � É� � É� È� 2017	Proposed	Budget	? 	Ê� � 	and	Final	Reading

� � È� É� È� Beginning	of	Fiscal	Year	2017

Finance	Department	� � � Ü� Û � � � Ü�

109	3� � 	Avenue	South

Tel	� ÈË� � � È� È� Ë�
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MSRB Regulatory Notice 2016-03 

 

0 

SEC Approves New MSRB Rule G-42 on 
Duties of Non-Solicitor Municipal 
Advisors and Related Amendments to 
MSRB Rule G-8 

Overview 
The Municipal Securities Rulemaking Board (MSRB) received approval from 
the Securities and Exchange Commission (SEC) of new MSRB Rule G-42, on 
duties of non-solicitor municipal advisors, and related amendments to MSRB 
Rule G-8, on books and records to be made by brokers, dealers, municipal 
securities dealers, and municipal advisors, on December 23, 2015.1 
 
New Rule G-42 establishes core standards of conduct for municipal advisors 
that engage in municipal advisory activities, other than municipal advisory 
solicitation activities (for purposes of this notice and Rule G-42, “municipal 
advisors”). The related amendments to Rule G-8 establish recordkeeping 
requirements that apply when a municipal advisor makes a suitability 
determination or reviews the recommendation of another party. The 
adoption of Rule G-42 and the related amendments to Rule G-8 represent 
another significant milestone in the MSRB’s development of a 
comprehensive regulatory framework for municipal advisors in the exercise 
of the rulemaking authority granted to the MSRB by the Dodd-Frank Wall 
Street Reform and Consumer Protection Act (the “Dodd-Frank Act”),2 and 
furthers the MSRB’s mandate to protect municipal entities, obligated 
persons, investors and the public interest. 
 
Rule G-42 and the related amendments to Rule G-8 will become effective on 
June 23, 2016.   

                                                
 

1 See Securities Exchange Act of 1934 (“Exchange Act”) Release No. 76753 (December 23, 
2015), 80 FR 81614 (December 30, 2015) (order approving SR-MSRB-2015-03). Refer to the 
rule text, included below, and the official rulemaking record for additional detail. 
 
2 Pub. Law No. 111-203, 124 Stat. 1376 (2010). 
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Questions about this notice may be directed to Michael L. Post, General 
Counsel – Regulatory Affairs, Sharon Zackula, Associate General Counsel, or 
Benjamin Tecmire, Counsel, at 202-838-1500. 
 

Background on the Development of Rule G-42 
Important material related to the development of Rule G-42 and the 
amendments to Rule G-8 is listed below: 
 

 SEC Approval Order (December 23, 2015)3 

 MSRB’s Second Response to Comments (December 16, 2015)4 

 Notice of Amendment No. 2 (November 17, 2015)5 

 Notice of Amendment No. 1 (August 25, 2015)6 

 MSRB’s First Response to Comments (August 12, 2015)7 

 SEC Notice of Proposed Rule G-42 (May 8, 2015)8 

 MSRB’s Second Notice Requesting Comment on Draft Rule G-42 (July 
23, 2014)9 

 MSRB’s First Notice Requesting Comment on Draft Rule G-42 (January 
9, 2014)10 

 
In developing Rule G-42, the MSRB sought to create a set of requirements 
that would be consistent with the mandates of the Dodd-Frank Act, and the 
fiduciary duty it imposes upon municipal advisors in their relationships with 
municipal entity clients. The MSRB requested public comment to achieve 
these objectives and to understand, address and balance the concerns and 
needs of the recipients of municipal advisory services; institutional and retail 
investors; the constituents of municipal entities and the public; and financial 

                                                
 

3 Supra n.1. 
 
4 Letter to Secretary, SEC, from Michael L. Post, General Counsel – Regulatory Affairs, 
Response to Comments on SR-MSRB-2015-03, dated December 16, 2015. 
 
5 Exchange Act Release No. 76420 (November 10, 2015), 80 FR 71858 (November 17, 2015). 
 
6 Exchange Act Release No. 75737 (August 19, 2015), 80 FR 51645 (August 25, 2015). 
 
7 Letter to Secretary, SEC, from Michael L. Post, General Counsel – Regulatory Affairs, 
Response to Comments on SR-MSRB-2015-03, dated August 12, 2015. 
 
8 Exchange Act Release No. 74860 (May 4, 2015), 80 FR 26752 (May 8, 2015). 
 
9 MSRB Notice 2014-12 (July 23, 2014) ("Second Request for Comment”). 
 
10 MSRB Notice 2014-01 (January 9, 2014) ("First Request for Comment”). 

 

https://www.gpo.gov/fdsys/pkg/FR-2015-12-30/pdf/2015-32812.pdf
https://www.sec.gov/comments/sr-msrb-2015-03/msrb201503-44.pdf
https://www.gpo.gov/fdsys/pkg/FR-2015-11-17/pdf/2015-29226.pdf
https://www.gpo.gov/fdsys/pkg/FR-2015-08-25/pdf/2015-20936.pdf
https://www.sec.gov/comments/sr-msrb-2015-03/msrb201503-19.pdf
https://www.gpo.gov/fdsys/pkg/FR-2015-05-08/pdf/2015-11054.pdf
http://www.msrb.org/~/media/Files/Regulatory-Notices/RFCs/2014-12.ashx?n=1
http://www.msrb.org/~/media/Files/Regulatory-Notices/RFCs/2014-01.ashx?n=1
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intermediaries that are providers of municipal advisory services, other 
financial services or products, or a combination thereof. As part of this 
process, prior to the filing of the rule change with the SEC, the MSRB twice 
requested comment on draft versions of Rule G-42 and evaluated the 
comments, and revised draft Rule G-42 to address issues and concerns raised 
by commenters. After filing proposed Rule G-42 (SR-MSRB-2015-03) with the 
SEC, and at each stage preceding the SEC’s approval of Rule G-42, the MSRB 
carefully considered all comments submitted, as reflected in a number of 
revisions to the rule text that were responsive to or derivative of comments 
received. The MSRB believes that the development of Rule G-42 was greatly 
enhanced by the active participation of commenters and is appreciative of 
their engagement in its development. 
 

Summary of Rule G-42 
Rule G-42 establishes the core standards of conduct and duties of municipal 
advisors when engaging in municipal advisory activities. The rule draws on 
aspects of existing law and regulation from other relevant regulatory 
regimes. In summary, Rule G-42:  
 

 Establishes certain standards of conduct consistent with the fiduciary 
duty owed by a municipal advisor to its municipal entity clients, which 
includes a duty of care and a duty of loyalty;  

 Requires a municipal advisor to exercise due care when performing its 
municipal advisory activities for its obligated person clients;   

 Provides for the full and fair disclosure, in writing, of all material 
conflicts of interest and all legal or disciplinary events that are 
material to a client’s evaluation of a municipal advisor;  

 Requires documentation of the municipal advisory relationship, 
specifying certain aspects of the relationship that must be included in 
the documentation; 

 Requires, when making a recommendation, that a municipal advisor 
have a reasonable basis to believe that the recommendation is 
suitable and, if appropriate, requires a municipal advisor to 
determine the suitability of recommendations made by third parties; 

 Specifically prohibits a municipal advisor from engaging in certain 
activities, including, in summary: 

 receiving excessive compensation;  

 delivering inaccurate invoices for fees or expenses;  

 making false or misleading representations about the 
municipal advisor’s resources, capacity or knowledge;  

 participating in certain fee-splitting arrangements with 
underwriters;  
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 participating in any undisclosed fee-splitting arrangements 
with providers of investments or services to a municipal entity 
or obligated person client of the municipal advisor;  

 making payments for the purpose of obtaining or retaining an 
engagement to perform municipal advisory activities, with 
limited exceptions;  

 engaging in certain principal transactions with its municipal 
entity clients, subject to a narrow exception for fixed income 
securities transactions; and 

 Defines key terms.  
 
In addition, the supplementary material to Rule G-42 provides additional 
guidance on core concepts in the rule, such as the duty of care and the duty 
of loyalty, and information on other important issues, including options 
available to a municipal advisor under which it would not be specifically 
prohibited from engaging in certain principal transactions with its municipal 
entity clients. Rule G-42 and its supplementary material are discussed in 
greater detail in the sections that follow. 
 
Standards of Conduct — Rule G-42(a) 
Section (a) of Rule G-42 establishes some of the core standards of conduct 
and duties applicable to municipal advisors.   
 
Subsection (a)(i) of Rule G-42 provides that each municipal advisor in the 
conduct of its municipal advisory activities for an obligated person client is 
subject to a duty of care. Paragraph .01 of the supplementary material 
(“SM”), discussed below, provides guidance on the duty of care. Subsection 
(a)(ii) provides that each municipal advisor in the conduct of its municipal 
advisory activities for a municipal entity client is subject to a fiduciary duty, 
which includes a duty of loyalty and a duty of care. SM .02, discussed below, 
provides guidance on the duty of loyalty. Rule G-42(a) follows the Dodd-
Frank Act in deeming a municipal advisor to owe a fiduciary duty, for 
purposes of Rule G-42, only to its municipal entity clients.11 
 
The MSRB intended from the inception of the Rule G-42 rulemaking initiative 
not to comprehensively set forth every aspect of the duties and obligations 
that municipal advisors owe to their clients, and, in particular, every aspect 
of the fiduciary duty that may be owed under the broad fiduciary principle 
that Congress determined should apply with respect to municipal entity 

                                                
 

11 See Section 15B(c)(1) of the Exchange Act, 15 U.S.C. 78o-4(c)(1). 
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clients. Instead, Rule G-42 is designed primarily to set forth the core 
elements of the fiduciary duty and provide guidance on certain conduct that 
is likely to occur and issues that are likely to arise in the provision of 
municipal advisory services. 
 
Municipal advisors should note that the standards in Rule G-42(a)(i) and (ii) 
do not supersede any more restrictive provisions of state or other laws 
applicable to the activities of municipal advisors, as specified in SM .08.  
 
Supplementary Material Regarding Duty of Care, Duty of Loyalty and Related 
Issues. SM .01 and .02 provide guidance on the duty of care and the duty of 
loyalty. Generally, these provisions are designed to protect municipal entity 
and obligated person clients, provide regulatory guidance with respect to the 
duties of municipal advisors and empower the client, with the consent of the 
municipal advisor, to control the engagement and determine the scope of 
services to be provided. 
 
Duty of Care. The duty of care includes, but is not limited to, the specific 
obligations set forth in SM .01. Under SM .01, a municipal advisor is required 
to: 
 

 Possess the degree of knowledge and expertise needed to provide 
the municipal entity or obligated person client with informed advice;  

 Make a reasonable inquiry as to the facts that are relevant to a 
client’s determination as to whether to proceed with a course of 
action or that form the basis for any advice provided to the client; 

 Undertake a reasonable investigation to determine that the municipal 
advisor is not basing any recommendation on materially inaccurate or 
incomplete information; and 

 Have a reasonable basis for: 

 any advice provided to or on behalf of a client; 

 any representations made in a certificate that it signs that will 
be reasonably foreseeably relied upon by the client, any other 
party involved in the municipal securities transaction or 
municipal financial product, or investors in the municipal 
entity client’s securities or securities secured by payments 
from an obligated person client; and 

 any information provided to the client or other parties 
involved in the municipal securities transaction in connection 
with the preparation of an official statement for any issue of 
municipal securities as to which the advisor is advising. 

 



 

 
msrb.org   |   emma.msrb.org      6 

MSRB Regulatory Notice 2016-03 

The duty of care, which is applicable to all municipal advisory activities 
regardless of the type of client, also applies to the provision of comments 
following the review of any document and the provision of language for use 
in any document—including an official statement—to the extent that 
conduct constitutes municipal advisory activity.  
 
Duty of Loyalty. The duty of loyalty includes, but is not limited to, the specific 
obligations set forth in SM .02. Under SM .02, the duty of loyalty:  
 

 Requires a municipal advisor, when engaging in municipal advisory 
activities for a municipal entity client, to deal honestly and with the 
utmost good faith with the municipal entity and act in its best 
interests without regard to the financial or other interests of the 
municipal advisor; and 

 Precludes a municipal advisor from engaging in municipal advisory 
activities with a municipal entity client if it cannot manage or mitigate 
its conflicts of interest in a manner that will permit it to act in the 
municipal entity’s best interests.  

 
Action Independent of or Contrary to Advice. SM. 03 provides that a 
municipal advisor is not required to disengage from a municipal advisory 
relationship if a municipal entity client or an obligated person client elects a 
course of action that is independent of, or contrary to, the municipal 
advisor’s advice.  
 
Limitations on the Scope of the Engagement. SM .04 specifies that a 
municipal advisor may limit the scope of the municipal advisory activities to 
be performed to certain specified activities or services if requested or 
expressly consented to by the municipal entity or obligated person client. 
However, the municipal advisor cannot alter the standards of conduct or 
impose limitations on any of the duties (e.g., duty of care or duty of loyalty) 
prescribed by Rule G-42. In addition, if a municipal advisor engages in a 
course of conduct that is inconsistent with the agreed upon limitations on 
the scope of the engagement, such conduct may result in negating the 
effectiveness of any limitations on the scope of the engagement.  
 
Disclosure of Conflicts of Interest and Other Information — Rule G-42(b) 
Section (b) of Rule G-42 requires a municipal advisor to fully and fairly 
disclose to its municipal entity or obligated person client, in writing, all 
material conflicts of interest, including, but not limited to, those conflicts of 
interest specifically described in section (b), and any legal or disciplinary 
event that is material to the client’s evaluation of the municipal advisor or 
the integrity of its management or advisory personnel. These disclosures 
must be provided by the municipal advisor prior to or upon engaging in 
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municipal advisory activities for or on behalf of the municipal entity or 
obligated person. 
 
Rule G-42(b)(i), setting forth a non-exhaustive list of scenarios under which a 
material conflict of interest is always deemed to exist, requires the disclosure 
of:  
 

 Any affiliate of the municipal advisor that provides any advice, service 
or product to or on behalf of the client that is directly related to the 
municipal advisory activities to be performed by the disclosing 
municipal advisor; 

 Any payments made by the municipal advisor, directly or indirectly, to 
obtain or retain an engagement to perform municipal advisory 
activities for the client; 

 Any payments received by the municipal advisor from a third party to 
enlist the municipal advisor’s recommendation to the client of its 
services, any municipal securities transaction or any municipal 
financial product; 

 Any fee-splitting arrangements involving the municipal advisor and 
any provider of investments or services to the client; and 

 Any conflicts of interest arising from compensation for municipal 
advisory activities to be performed that is contingent on the size or 
closing of any transaction as to which the municipal advisor is 
providing advice.  

 
Under Rule G-42(b)(i)(F), a municipal advisor must disclose any other actual 
or potential conflicts of interest, of which a municipal advisor is aware, after 
reasonable inquiry, that could reasonably be anticipated to impair the 
municipal advisor’s ability to provide advice to or on behalf of the client in 
accordance with the applicable standards of conduct of Rule G-42(a) (i.e., the 
duty of care and/or the duty of loyalty). 
 
If a municipal advisor concludes, based on the exercise of reasonable 
diligence, that it has no known material conflicts of interest, the municipal 
advisor must provide a written statement to the client to that effect. 
 
Rule G-42(b)(ii) requires disclosure of any legal or disciplinary event that is 
material to the client’s evaluation of the municipal advisor or the integrity of 
its management or advisory personnel. To facilitate the use of existing 
records, a municipal advisor may comply with such disclosure obligation by 
identifying the specific type of event and specifically referring the client to 
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the relevant portions of the municipal advisor’s most recent SEC Forms MA 
or MA-I12 filed with the SEC, if the municipal advisor provides detailed 
information specifying where the client may access such forms electronically. 
This approach using existing records is permissive, and a municipal advisor 
also may comply by creating the disclosures rather than referring to its filed 
SEC Forms MA or MA-I.  
 
If a municipal advisor discloses such legal or disciplinary event by referring to 
the municipal advisor’s most recent SEC Forms MA or MA-I, the mandated 
identification of the specific type of event and specific reference to the 
relevant portion of the municipal advisor’s SEC Forms MA or MA-I may not 
be satisfied by a broad reference to the section of the forms containing such 
disclosures. Similarly, the requirement to provide “detailed information” 
specifying where the client may electronically access the SEC Forms MA and 
MA-I may not be satisfied by a general reference to the SEC’s Electronic Data 
Gathering, Analysis, and Retrieval system (“EDGAR”). There may be several 
different approaches a municipal advisor may use to comply with the 
requirement to provide detailed information regarding where the client may 
access such forms. For example, a municipal advisor may comply with this 
portion of the requirements under Rule G-42(b)(ii) by publishing its most 
recent forms on its own website and then providing the client with the direct 
web link or internet address to the relevant form. Alternatively, if solely 
registered with the SEC as a municipal advisor, a municipal advisor could 
provide its client with a functioning Uniform Resource Locator (“URL”) (also 
referred to as a web address or link) to the specific location on the EDGAR 
system where all company filings of the municipal advisor are found, which 
includes the municipal advisor’s most recently filed Form MA or MA-I. These 
examples are only illustrative and do not preclude other methods of 
compliance.  
 
Conflicts of Interest. SM .05 provides that the required conflicts of interest 
disclosures must be sufficiently detailed to inform the client of the nature, 
implications and potential consequences of each conflict and must include an 
explanation of how the municipal advisor addresses, or intends to manage or 
mitigate, each conflict. Coupled with its duty to disclose material conflicts of 
interest, a municipal advisor’s obligation to explain how it addresses or 
intends to manage or mitigate its material conflicts of interest is included in 
Rule G-42 to reflect the MSRB’s general intention to reduce the occurrence 
of material conflicts of interest and to require that all material conflicts of 
interest that occur be fully and fairly disclosed to the client and managed 

                                                
 

12 See 17 CFR 249.1300 (SEC Form MA); 17 CFR 249.1310 (SEC Form MA-I). 
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appropriately. Although the MSRB does not intend to prohibit all material 
conflicts of interest under Rule G-42, if not properly managed or mitigated, 
material conflicts of interest that might result in a municipal advisor 
providing advice that is not disinterested or suggesting a course of action 
without making a reasonable inquiry could lead to a failure to protect a 
municipal advisor’s client’s interest, thereby causing a breach of the duty of 
care and/or duty of loyalty that is established by section (a).  
 
Inadvertent Advice. SM .07 provides that a municipal advisor that 
inadvertently engages in municipal advisory activities for a municipal entity 
or obligated person but does not intend to continue the municipal advisory 
activities or enter into a municipal advisory relationship is not required to 
comply with section (b), on disclosures of conflicts of interest, and section 
(c), on documentation of the municipal advisory relationship, if the municipal 
advisor meets several specified requirements.  Those requirements are set 
forth in SM .07, including the requirement that the municipal advisor 
provide, as promptly as possible after discovery of the provision of 
inadvertent advice, a document to the municipal entity or obligated person 
client that is dated and includes:  
 

 A disclaimer that the municipal advisor did not intend to provide 
advice and that, effective immediately, the municipal advisor has 
ceased engaging in municipal advisory activities with respect to that 
municipal entity or obligated person client in regard to all 
transactions and municipal financial products as to which advice was 
inadvertently provided;  

 A notification that the municipal entity or obligated person client 
should be aware that the municipal advisor has not provided the 
disclosure of material conflicts of interest and other information 
required by section (b);  

 An identification of all of the advice that was inadvertently provided, 
based on a reasonable investigation; and  

 A request that the municipal entity or obligated person acknowledge 
receipt of the document.  

 
The municipal advisor also is required to conduct promptly a review of its 
written supervisory and compliance policies and procedures to ensure that 
they are reasonably designed to prevent inadvertently providing advice to 
municipal entities and obligated persons.  
 
The final sentence of SM .07 emphasizes that the satisfaction of the 
requirements of SM .07 has no effect on the applicability of any provisions of 
Rule G-42 other than sections (b) and (c). If SM .07 were to relieve advisors 
from compliance with other provisions of Rule G-42, SM .07 might be 
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misinterpreted or misused in a manner contrary to the purposes of the SEC’s 
registration regime and the fiduciary duty owed to municipal entity clients. 
The final sentence also emphasizes that the satisfaction of the requirements 
of SM .07 has no effect on the applicability of any other legal requirements 
applicable to municipal advisory activities, which may include, but would not 
be limited to, other MSRB rules (including Rule G-23), Financial Industry 
Regulatory Authority (“FINRA”) rules or federal or state laws.  
 
Applicability of State or Other Laws and Rules. SM .08 states, as a general 
matter, that municipal advisors may be subject to fiduciary or other duties 
under state or other laws and nothing in Rule G-42 would supersede any 
more restrictive provision of state or other laws applicable to municipal 
advisory activities. SM .08 also provides an exception to the ban on principal 
transactions in subsection (e)(ii) in order to avoid a possible conflict with 
existing MSRB Rule G-23, on activities of financial advisors.  
 
Documentation of Municipal Advisory Relationship — Rule G-42(c) 
Section (c) of Rule G-42 requires each municipal advisor to evidence each of 
its municipal advisory relationships by a writing or writings created and 
delivered to the municipal entity or obligated person client prior to, upon or 
promptly after the establishment of the municipal advisory relationship.  
 
The documentation must be dated and include, at a minimum: 
 

 The form and basis of direct or indirect compensation, if any, for the 
municipal advisory activities to be performed;  

 The information that must be disclosed in section (b), regarding the 
disclosures of conflicts of interest and other information;  

 A description of the specific type of information regarding legal and 
disciplinary events requested by SEC Forms MA and MA-I, and 
detailed information specifying where the client may electronically 
access the municipal advisor’s most recent Form MA and each most 
recent Form MA-I filed with the SEC;  

 The date of the last material change or addition to the legal or 
disciplinary event disclosures on any SEC Forms MA or MA-I filed with 
the SEC by the municipal advisor and a brief explanation of the basis 
for the materiality of the change or addition;  

 The scope of the municipal advisory activities to be performed and 
any limitations on the scope of the engagement;  

 The date, triggering event, or means for the termination of the 
municipal advisory relationship, or, if none, a statement that there is 
none; and  
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 Any terms relating to withdrawal from the municipal advisory 
relationship. 

 
Municipal advisors have the option of complying with the requirements of 
Rule G-42(c)(ii) (and Rule G-42(b)), to disclose any legal or disciplinary event 
that is material to the client’s evaluation of the municipal advisor or the 
integrity of its management or advisory personnel by either: (1) identifying 
the specific type of event and specifically referring to the relevant portions of 
the municipal advisor’s most recent Forms MA or MA-I (and, if doing so, 
providing detailed information specifying where the client may electronically 
access such forms), or (2) providing its client a writing that fully and fairly 
discloses the information required to be disclosed under Rule G-42(c)(ii) and 
(b). In addition, to provide additional flexibility and help avoid duplicative 
disclosures, under SM .06, a municipal advisor need not make the disclosure 
of conflicts of interest and other information required under subsection (c)(ii) 
if the municipal advisor previously fully complied with the requirements of 
section (b) to disclose conflicts of interest and other information and 
subsection (c)(ii) does not require the disclosure of any materially different 
information than that previously disclosed to the client. 
 
Rule G-42(c)(iv), which requires the municipal advisor to provide its clients 
with a brief explanation of the basis for the materiality of the change or 
addition to its Forms MA and MA-I, allows a client to assess the effect that 
such change or addition may have on the municipal advisory relationship and 
evaluate whether it should seek or review additional information.  
 
Section (c) does not require that the writing(s) evidencing the relationship be 
a bilateral agreement or contract. For example, if state law provides for the 
procurement of municipal advisory services in a manner that does not 
require a writing sufficient to establish a bilateral agreement, a municipal 
advisor may send its client a writing, such as a letter that references the 
procurement document and contains the terms and disclosures required by 
Rule G-42(b) and (c) to evidence its municipal advisory relationship with its 
municipal entity or obligated person client. 
 
SM .06 requires municipal advisors to promptly amend or supplement the 
writing(s) during the term of the municipal advisory relationship as necessary 
to reflect any material changes or additions in the required information. For 
example, if the basis of compensation or scope of services materially changes 
during the term of the relationship, the municipal advisor is required to 
amend or supplement the writing(s) and promptly deliver the amended 
writing(s) or supplement to the client. The same is true in the case of 
material conflicts of interest discovered after the relationship documentation 
was last provided to the client. The amendment and supplementation 
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requirement in section (c) applies to any material changes and additions that 
are discovered, or should have been discovered, based on the exercise of 
reasonable diligence by the municipal advisor. Any amendments or 
supplementations also are subject to the requirements of Rule G-42 as if 
such amendments or supplementations were the first relationship 
documentation provided to the client.  
 
Recommendations and Review of Recommendations of Other Parties — 
Rule G-42(d) 
Rule G-42(d) provides that “[i]f a municipal advisor makes a recommendation 
of a municipal securities transaction or municipal financial product to a 
municipal entity or obligated person client, it must have a reasonable basis to 
believe that the recommended municipal securities transaction or municipal 
financial product is suitable for the client, based on the information obtained 
through the reasonable diligence of the municipal advisor.”13 Section (d) also 
contemplates that a municipal advisor may be requested by the client to 
review and determine the suitability of a recommendation made by a third 
party to the client. Rule G-42(d) therefore provides that if the municipal 
advisor’s “review of a recommendation of another party is requested by the 
municipal entity or obligated person client and within the scope of the 
engagement, the municipal advisor must determine, based on the 
information obtained through the reasonable diligence of such municipal 
advisor, whether the municipal securities transaction or municipal financial 
product is or is not suitable for the client.”  
 
As to both types of review, the municipal advisor is required under section 
(d) to inform its municipal entity or obligated person client of:  
 

 Its evaluation of the material risks, potential benefits, structure and 
other characteristics of the recommended municipal securities 
transaction or municipal financial product;  

                                                
 

13 Some securities market participants are required to make only recommendations that are 
“consistent with” their customer’s best interests. (See FINRA Notice 12-25, Suitability (May 
2012)). As provided in section (a) and SM .02, a municipal advisor to a municipal entity client 
owes the client a fiduciary duty that includes a duty of loyalty in addition to the duty of care, 
which requires the municipal advisor to deal honestly and with the utmost good faith with 
the municipal entity client and act in the client’s best interests without regard to the 
financial or other interests of the municipal advisor. A municipal advisor’s recommendations 
of municipal securities transactions and municipal financial products to a municipal entity 
client, as is the case with all municipal advisory activities performed for a municipal entity 
client, must comport with the municipal advisor’s fiduciary duty and particularly its duty of 
loyalty. The MSRB considers the duty of loyalty described in Rule G-42 to be even more 
rigorous than a standard requiring consistency with a client’s best interests. 
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 The basis upon which the advisor reasonably believes the 
recommended transaction or product is, or, in the case of review of a 
recommendation of another party, is or is not, suitable for the client; 
and  

 Whether the municipal advisor has investigated or considered other 
reasonably feasible alternatives to the recommended municipal 
securities transaction or municipal financial product that might also 
or alternatively serve the client’s objectives.  

 
Rule G-42 does not include requirements regarding how such information 
must be communicated by the municipal advisor to the client, and a 
municipal advisor is permitted to choose an appropriate method by which to 
communicate the information to its client so long as it comports with the 
duty of care and, if applicable, duty of loyalty owed.  
 
The design of section (d), like other provisions of Rule G-42, is influenced by 
the basic principle that the client should control the scope of the 
engagement with its municipal advisor (with the agreement of the municipal 
advisor). A municipal advisor’s engagement may be limited in scope because, 
for example, the municipal advisor’s client already reached a decision 
regarding a particular municipal securities transaction or municipal financial 
product, or engaged another professional to undertake certain duties in 
connection with a municipal securities transaction or municipal financial 
product. However, as discussed above, a municipal advisor is not permitted 
to alter the standards of conduct or duties imposed by Rule G-42 with 
respect to the limited scope of the municipal advisory activities to be 
performed.  
 
Rule G-42 also adopts, and applies to municipal advisors, the existing MSRB 
interpretive guidance regarding the general principles currently applicable to 
dealers for determining whether a particular communication constitutes a 
recommendation of a securities transaction.14 Accordingly, a municipal 
advisor’s communication to its client that could reasonably be viewed as a 
“call to action” to engage in a municipal securities transaction or enter into a 
municipal financial product is considered a recommendation and obligates 
the municipal advisor to conduct a suitability analysis of its recommendation. 
Communications by a municipal advisor to a client that concern minor or 
ancillary matters that relate to, but are not recommendations of, a municipal 

                                                
 

14 See MSRB Rule G-19. See also MSRB Notice 2002-30 (Sept. 25, 2002) Notice Regarding 
Application of Rule G-19, on Suitability of Recommendations and Transactions, to Online 
Communications, available at: http://www.msrb.org/Rules-and-Interpretations/Regulatory-
Notices/2002/2002-30.aspx?n=1.  

http://www.msrb.org/Rules-and-Interpretations/Regulatory-Notices/2002/2002-30.aspx?n=1
http://www.msrb.org/Rules-and-Interpretations/Regulatory-Notices/2002/2002-30.aspx?n=1
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securities transaction or municipal financial product may constitute advice 
(and therefore trigger other provisions of the rule) but would not trigger the 
suitability obligation in section (d).  
 
Non-Exhaustive List of Factors for Determining Suitability. SM .09 provides 
guidance related to a municipal advisor’s suitability obligations. Under this 
provision, a municipal advisor’s determination of whether a municipal 
securities transaction or municipal financial product is suitable for its client 
must be based on numerous factors, as applicable to the particular type of 
client, including, but not limited to, the client’s:  
 

 Financial situation and needs;  

 Objectives; 

 Tax status; 

 Risk tolerance; 

 Liquidity needs;  

 Experience with municipal securities transactions or municipal 
financial products generally or of the type and complexity being 
recommended;  

 Financial capacity to withstand changes in market conditions during 
the term of the municipal financial product or the period that 
municipal securities to be issued are reasonably expected to be 
outstanding; and  

 Any other material information known by the municipal advisor about 
the client and the municipal securities transaction or municipal 
financial product, after a reasonable inquiry. 

 
Know Your Client. In regard to the maintenance of the municipal advisory 
relationship, SM .10 requires a municipal advisor to know its client. To fulfill 
this obligation, the municipal advisor must use reasonable diligence to know 
and retain essential facts concerning the client and concerning the authority 
of each person acting on behalf of the client, and is similar to analogous 
requirements in other regulatory regimes. The facts “essential” to knowing 
one’s client include those required to effectively service the municipal 
advisory relationship with the client; act in accordance with any special 
directions from the client; understand the authority of each person acting on 
behalf of the client; and comply with applicable laws, rules and regulations. 
Although distinct from a municipal advisor’s suitability obligation under 
section (d), this know-your-client obligation and the suitability obligation are 
highly inter-related, as SM .09 requires a municipal advisor to take into 
account its knowledge of the client when conducting a suitability analysis.  
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Subsection (d)(iii) requires a municipal advisor to inform its client whether or 
not it investigated or considered other reasonably feasible alternatives to the 
recommendation it made to its client that might also or alternatively serve 
the client’s objectives. This language does not require a municipal advisor to 
provide its client with an exhaustive list of “alternative financings” together 
with its recommendation (particularly if such alternative financings are not 
germane to the client), nor does it require the municipal advisor to conduct a 
suitability analysis on any “reasonably feasible alternative” considered or 
investigated by the municipal advisor. The municipal advisor is obligated 
under subsection (d)(iii) only to inform its client whether or not it considered 
or investigated reasonably feasible alternatives. The decision whether to 
have the municipal advisor discuss the alternatives it considered or 
investigated is left to the discretion of the municipal advisor and its client 
and their determination together of the scope of the municipal advisory 
engagement. 
 
Section (d) requires a municipal advisor to have a reasonable basis to believe 
that its recommended municipal securities transaction or municipal financial 
product is suitable for its municipal entity or obligated person client. A 
municipal advisor also must have a reasonable basis for determining whether 
a recommendation, which was made by another party and the municipal 
advisor is reviewing, is or is not suitable for the municipal entity or obligated 
person client.  In both instances, a municipal advisor must exercise 
reasonable diligence to obtain the information that enables the municipal 
advisor to have a reasonable basis for its suitability determination. SM .01 
further requires a municipal advisor to undertake a reasonable investigation 
to determine that it is not basing any recommendation on materially 
inaccurate or incomplete information. As the MSRB previously stated, if the 
information necessary to determine whether a municipal advisor is basing its 
recommendation on materially inaccurate or incomplete information is non-
public, entirely created or controlled by the client or is not otherwise 
accessible through a reasonable amount of effort by the municipal advisor, 
then, in such instances, the determination of what would constitute a 
reasonable investigation would be reflective of those and other relevant 
facts and circumstances.15 
 
Recordkeeping Requirements for Recommendations and Reviews of 
Recommendations — Amended Rule G-8(h)(iv). Amended Rule G-8(h)(iv) 
requires each municipal advisor to make and keep a copy of any document 
created by the municipal advisor that was material to its review of a 

                                                
 

15 See, e.g., MSRB’s First Response to Comments.  
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recommendation by another party or that memorializes the basis for any 
determination as to suitability. As discussed above, only certain 
communications between a municipal advisor and its client constitute 
recommendations of a municipal securities transaction or municipal financial 
product and others constitute advice. Only the former triggers a suitability 
determination under Rule G-42 and only those communications will trigger 
the requirement of Rule G-8(h)(iv) regarding memorialized bases for 
suitability determinations. 
 
Specified Prohibitions — Rule G-42(e)(i) 
Subsection (e)(i) of Rule G-42 prohibits discrete conduct or activities that 
conflict, or would be highly likely to conflict, with the core standards of 
conduct with which municipal advisors must comply under Rule G-42 and the 
Exchange Act. 
 
Excessive Compensation. Paragraph (e)(i)(A) prohibits a municipal advisor 
from receiving compensation from its client that is excessive in relation to 
the municipal advisory activities actually performed for the client. SM .11 
provides several factors that may be relevant in assessing whether the 
compensation of a municipal advisor is so disproportionate to the nature of 
the municipal advisory activities performed as to be excessive, including:  
 

 The municipal advisor’s expertise;  

 The complexity of the municipal securities transaction or municipal 
financial product;  

 Whether the fee is contingent upon the closing of the municipal 
securities transaction or municipal financial product;  

 The length of time spent on the engagement, and;  

 Whether the municipal advisor is paying any other relevant costs 
related to the municipal securities transaction or municipal financial 
product.  

 
The factors included in SM .11 are non-exhaustive and other factors relevant 
under the particular facts and circumstances should also be considered. 
 
Inaccurate Invoices. Paragraph (e)(i)(B) prohibits municipal advisors from 
delivering an invoice for fees or expenses for municipal advisory activities 
that is materially inaccurate in its reflection of the activities actually 
performed or the personnel that actually performed those activities. The 
provision does not prohibit a municipal advisor from including a discount for 
the services it actually performed, if accurately disclosed. The prohibition is 
intended to target material inaccuracies on the significant subjects of the 
services performed and the personnel who performed those services.  
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False or Materially Misleading Representations. Paragraph (e)(i)(C) prohibits 
a municipal advisor from making representations or submitting information 
that the municipal advisor knows, or should know, is materially false or 
misleading, with respect to the municipal advisor’s capacity, resources or 
knowledge to a client or prospective client, for the purpose of obtaining or 
retaining an engagement to perform municipal advisory activities. In 
addition, the MSRB’s existing fundamental fair practice rule, MSRB Rule G-17, 
on conduct of municipal securities and municipal advisory activities, prohibits 
municipal advisors, in the conduct of their municipal advisory activities, from 
engaging in any deceptive, dishonest or unfair practice with any person. 
 
Fee-Splitting Arrangements. Paragraph (e)(i)(D) prohibits municipal advisors 
from making, or participating in, two types of fee-splitting arrangements: (1) 
any fee-splitting arrangement with an underwriter on any municipal 
securities transaction as to which the municipal advisor has provided or is 
providing advice and (2) any undisclosed fee-splitting arrangement with 
providers of investments or services to a municipal entity or obligated person 
client of the municipal advisor. 
 
Payments for Obtaining/Retaining Municipal Advisory Business. Paragraph 
(e)(i)(E) generally prohibits a municipal advisor from making payments for 
the purpose of obtaining or retaining an engagement to perform municipal 
advisory activities, with three exceptions. The prohibition does not apply to 
payments to an affiliate of the municipal advisor for a direct or indirect 
communication with a municipal entity or obligated person on behalf of the 
municipal advisor where such communication is made for the purpose of 
obtaining or retaining an engagement to perform municipal advisory 
activities. This exception is aligned with Section 15B(e)(9) of the Exchange 
Act, which allows affiliates of a municipal advisor to solicit on behalf of the 
municipal advisor without triggering the municipal advisor registration 
requirement for the affiliates.16  The prohibition also does not apply to:  
reasonable fees paid to another municipal advisor registered as such with the 
SEC and MSRB for making such communications for the purpose of obtaining 
or retaining an engagement to perform municipal advisory activities, 
because, as a registered municipal advisor, the entity is specifically regulated 
with respect to its engagement in such solicitation conduct. Finally, the 
prohibition does not apply to payments that are permissible “normal 
business dealings” as described in MSRB Rule G-20, on gifts, gratuities and 
non-cash compensation, because the MSRB believes that such payments, 

                                                
 

16 See Section 15B(e)(9) of the Exchange Act, 15 U.S.C. 78o-4(e)(9). 
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which are already regulated under MSRB Rule G-20, do not raise concerns 
regarding conflicts of interest that are sufficient to warrant a specific 
prohibition. 
 
Ban on Principal Transactions — Rule G-42(e)(ii)  
Ban on Certain Principal Transactions. Subsection (e)(ii) of Rule G-42 
prohibits a municipal advisor, and any affiliate of such municipal advisor, 
from engaging with a municipal entity client in a principal transaction that is 
the same, or directly related to the, issue of municipal securities or municipal 
financial product as to which the municipal advisor is providing or has 
provided advice to the municipal entity client (the “ban on principal 
transactions” or “ban”). This specified prohibition applies only with respect 
to clients that are municipal entities, and does not apply to principal 
transactions between a municipal advisor (or an affiliate of the municipal 
advisor) and the municipal advisor’s obligated person clients. Importantly, 
however, all municipal advisors, including those engaging in municipal 
advisory activities for obligated person clients, are subject to the MSRB’s 
fundamental fair-practice rule, Rule G-17. 
 
For purposes of the ban in Rule G-42(e)(ii), the term “principal transaction” is 
defined in Rule G-42(f)(ix)  to mean “when acting as principal for one’s own 
account, a sale to or a purchase from the municipal entity client of any 
security or entrance into any derivative, guaranteed investment contract, or 
other similar financial product with the municipal entity client.” This 
definition is designed, in part, to exclude transactions such as the taking of a 
cash deposit or the making of a payment by a client solely for professional 
services. Further, SM .13 clarifies that the term “other similar financial 
product,” for purposes of the defined term “principal transaction” in Rule G-
42(f)(ix), includes a bank loan but only if it is in an aggregate principal 
amount of $1,000,000 or more and is economically equivalent to the 
purchase of one or more municipal securities. Bank loans are included under 
the specified circumstances because, as a matter of market practice, they 
serve as a financing alternative to the issuance of municipal securities and 
pose a comparable potential for self-dealing and other breaches of the 
fiduciary duty owed by a municipal advisor to its municipal entity client. 
 
Applicability of Other MSRB Rules. In order to avoid a possible conflict with 
MSRB Rule G-23, on activities of financial advisors, SM .08 states that the ban 
in subsection (e)(ii) does not apply to an acquisition as principal, either alone 
or as a participant in a syndicate or other similar account formed for the 
purpose of purchasing, directly or indirectly, from an issuer all or any portion 
of an issuance of municipal securities on the basis that the municipal advisor 
provided advice as to the issuance, because such a transaction is the type of 
transaction that is addressed, and, in certain circumstances, prohibited by 
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Rule G-23. This provision is quite limited, providing an exception only to the 
specific prohibition in subsection G-42(e)(ii). It does not mean, for example, 
that a transaction not prohibited by Rule G-23 is deemed in all cases to be 
lawful under all other requirements of Rule G-42 (such as the duty of loyalty 
owed to a municipal entity client) and other laws (such as the statutory 
fiduciary duty) and regulations.  
 
Exception to the Ban on Principal Transactions. A narrow exception to the 
principal transaction ban in Rule G-42(e)(ii) (the “Exception”) is set forth in 
SM .14. The Exception provides a municipal advisor with two options under 
which it is not specifically prohibited from engaging in principal transactions 
in certain fixed-income securities with a municipal entity client. Under the 
first option a municipal advisor must comply with sections (a) through (c) and 
subsection (d)(1) of SM .14, under which a municipal advisor may act, on a 
transaction-by-transaction basis, in accordance with a short set of procedural 
requirements.17 Under the alternative option, a municipal advisor must 
comply with sections (a) through (c) and subsection (d)(2) of SM .14, which 
imposes more and different requirements, other than on a transaction-by-
transaction basis, under paragraphs (d)(2)(A) through (F).18 For example, 
these requirements include obtaining from the municipal entity client a 
prospective blanket written consent. 
 

The Exception operates only to take certain conduct out of the specified ban 
on principal transactions in Rule G-42(e)(ii). It does not provide a safe harbor 
from complying with any other applicable law or rules. A municipal advisor 
engaging in a principal transaction in compliance with the Exception must 
continue to be mindful of, and comply with, its broader and foundational 
obligations owed to the municipal entity client as a fiduciary under the 
Exchange Act and Rule G-42, as well as all other applicable provisions of the 
federal securities laws and state law. Moreover, the Exception does not 
extend to affiliates of a municipal advisor.19 
 
Requirements Applicable to All Users of the Exception. All the requirements 
for the Exception take the form of various conditions and limitations. Under 

                                                
 

17 Some of these procedural requirements are drawn from and similar to the requirements 
set forth in Section 206(3) of the Investment Advisers Act of 1940, 15 U.S.C. 80b-6(3). 
 
18 These procedural requirements are drawn from and similar to those set forth in 
Investment Advisers Act Rule 206(3)-3T, 17 CFR 275.206(3)-3T. 
 
19 Various provisions make clear that the Exception does not apply to affiliates of a municipal 
advisor. See, e.g., SM .14(d)(2)(B) and SM .14(d)(2)(C).  
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SM .14(a), a principal transaction may be excepted from the specified ban on 
principal transactions only if the municipal advisor also is a broker-dealer 
registered under Section 15 of the Exchange Act,20 and each account for 
which the municipal advisor is relying on the Exception is a brokerage 
account subject to the Exchange Act, the rules thereunder, and the rules of 
the self-regulatory organization(s) of which the broker-dealer is a member. In 
addition, the municipal advisor may not exercise investment discretion with 
respect to the account, unless granted by the municipal entity client on a 
temporary or limited basis.21 
 
Under SM .14(b), neither the municipal advisor nor any affiliate of the 
municipal advisor may be providing, or have provided, advice to the 
municipal entity client as to an issue of municipal securities or a municipal 
financial product that is directly related to the principal transaction, except 
advice as to another principal transaction that also meets all the other 
requirements of SM .14. For example, a municipal advisor may not use the 
Exception to reinvest proceeds from an issue of municipal securities where 
the municipal advisor also was the municipal advisor as to such issue. A 
municipal advisor may use the Exception, however, for two principal 
transactions with the same municipal entity client where the transactions are 
directly related to one another, so long as all of the conditions and 
limitations of the Exception are met as to each transaction.  In addition, SM 
.14(b) does not restrict the use of the Exception by a municipal advisor that 
also is providing or has provided advice to the municipal entity client as to an 
issue of municipal securities or a municipal financial product that is directly 
related to the principal transaction, where such advisory activity is within an 
exclusion or exemption under Exchange Act Rule 15Ba1-1.22 For example, a 

                                                
 

20 15 U.S.C. 78o. 
 
21 As used in SM. 14 of Rule G-42, “investment discretion” has the same meaning as in 
Exchange Act Section 3(a)(35), 15 U.S.C. 78c(a)(35), which provides:  
 

A person exercises “investment discretion” with respect to an account if, directly or 
indirectly, such person (A) is authorized to determine what securities or other 
property shall be purchased or sold by or for the account, (B) makes decisions as to 
what securities or other property shall be purchased or sold by or for the account 
even though some other person may have responsibility for such investment 
decisions, or (C) otherwise exercises such influence with respect to the purchase 
and sale of securities or other property by or for the account as the Commission, by 
rule, determines, in the public interest or for the protection of investors, should be 
subject to the operation of the provisions of this chapter and the rules and 
regulations thereunder. 

 
22 See Exchange Act Rule 15Ba1-1, 17 CFR 240.15Ba1-1. 
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broker-dealer that has provided advice to a municipal entity within the 
underwriter exclusion with respect to an issuance of municipal securities 
would not be specifically prohibited from advising on and selling investments 
of the bond proceeds, as principal, assuming all of the limitations and 
conditions of the Exception are met. 
 
SM .14(c) limits a municipal advisor’s principal transactions under the 
Exception to sales to or purchases from a municipal entity client of any “U.S. 
Treasury security,” “agency debt security” or “corporate debt security.” 
These terms and related terms, “agency,” “government-sponsored 
enterprise,” “money market instrument” and “securitized product,” are 
defined in SM .15 for purposes of both SM.14 and SM .15.  The class of 
securities that may be traded pursuant to the Exception may be broader than 
what may be permitted by relevant bond documents or a particular 
municipal entity’s investment policies, but, in such cases, the restrictions in 
the bond documents or the municipal entity’s investment policies would 
control. 
 
SM .14(c) also makes clear that the Exception is not available for transactions 
involving municipal escrow investments. For purposes of Rule G-42, the term 
“municipal escrow investments” is defined in Exchange Act Rule 15Ba1-1(h) 
to mean “proceeds of municipal securities and any other funds of a municipal 
entity that are deposited in an escrow account to pay the principal of, 
premium, if any, and interest on one or more issues of municipal securities.” 
Municipal escrow investments often involve large sums for long periods of 
time linked to call restrictions or maturities of refunded debt, and are an area 
of heightened risk where, historically, significant abuses have occurred. 
 
Additional Conditions Applicable to Principal Transactions Executed Using 
Subsection (d)(1) of SM .14. As noted above, the Exception provides a 
municipal advisor with two options under which the municipal advisor is not 
specifically prohibited from engaging in certain principal transactions with a 
municipal entity client, provided the municipal advisor also complies with the 
first three requirements set forth in SM. 14(a) through (c). The first of the 
two options is set forth in SM .14(d)(1) and the second is set forth in SM 
.14(d)(2).   
 
Under SM .14(d)(1), a municipal advisor is required, on a transaction-by-
transaction basis, to disclose to the municipal entity client in writing before 
the completion of the principal transaction the capacity in which the 
municipal advisor is acting and obtain the written or oral consent of the 
client to such transaction. Informed consent is required, and in order to 
make informed consent, the municipal advisor, consistent with its fiduciary 
duty, is required to disclose specified information, including the price and 
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other terms of the transaction, as well as the capacity in which the municipal 
advisor would be acting. “Before completion” means either prior to 
execution of the transaction, or after execution but prior to settlement.   
 
Additional Conditions Applicable to Principal Transactions Executed Using 
Subsection (d)(2) of SM .14. Under SM .14(d)(2), a municipal advisor may 
comply with SM .14(d) by meeting six requirements, as set forth in SM 
.14(d)(2)(A) through (F), as follows: 
 

 Under SM .14(d)(2)(A), neither the municipal advisor nor any of its 
affiliates may be the issuer, or the underwriter of a security that is the 
subject of the principal transaction; 

 

 Under SM .14(d)(2)(B), the municipal advisor must obtain from the 
municipal entity client an executed written, revocable consent that 
prospectively authorizes the municipal advisor directly or indirectly to 
act as principal for its own account in selling a security to or 
purchasing a security from the municipal entity client, so long as such 
written consent is obtained after written disclosure is made to the 
municipal entity client explaining: 

 the circumstances under which the municipal advisor directly 
or indirectly may engage in principal transactions; 

 the nature and significance of conflicts with the municipal 
entity client’s interests as a result of the transactions; and 

 how the municipal advisor addresses those conflicts; 
 

 Under SM .14(d)(2)(C), the municipal advisor, prior to the execution 
of each principal transaction, must: 

 inform the municipal entity client, orally or in writing, of the 
capacity in which it may act with respect to such transaction 
and  

 obtain consent from the municipal entity client, orally or in 
writing, to act as principal for its own account with respect to 
such transaction; 

  

 Under SM .14(d)(2)(D), the municipal advisor must send a written 
confirmation at or before completion of each principal transaction 
that includes the information required by Exchange Act Rule 10b-10 
or MSRB Rule G-15, which both establish information requirements in 
the confirmation of transaction to customers, and a conspicuous, 
plain English statement informing the municipal entity client that the 
municipal advisor:  
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 disclosed to the client prior to the execution of the transaction 
that the municipal advisor may be acting in a principal 
capacity in connection with the transaction and the client 
authorized the transaction and  

 sold the security to, or bought the security from, the client for 
its own account; 

  

 Under SM .14(d)(2)(E), a municipal advisor must send its municipal 
entity client, no less frequently than annually, written disclosure 
containing a list of all transactions that were executed in the client’s 
account in reliance upon this Exception, and the date and price of the 
transactions; and  

 

 Under SM .14(d)(2)(F), each written disclosure must include a 
conspicuous, plain English statement regarding the ability of the 
municipal entity client to revoke the prospective written consent to 
principal transactions without penalty at any time by written notice.  

 
A municipal advisor’s use and compliance with the requirements of the 
Exception is not construed as relieving it in any way from acting in the best 
interests of its municipal entity client nor from any obligation that may be 
imposed by the Exchange Act, other provisions of Rule G-42 (other than 
subsection (e)(ii) of the rule), or other applicable provisions of the federal 
securities laws and state law. Additionally, the communications with 
customers described above that are required to be made in writing under the 
Exception may be made, as with similar requirements under in Section 206(3) 
of the Advisers Act and Rule 206(3)-T applicable to investment advisers, 
through email, provided the municipal advisor satisfies the same procedural 
conditions that the SEC applies to an investment adviser when 
communicating with customers through email.23 
 
Definitions — Rule G-42(f) 
The terms “advice,” “affiliate of the municipal advisor,” “municipal advisor,” 
“municipal advisory activities,” “municipal advisory relationship,” “municipal 
entity,” “obligated person,” “official statement” and “principal transaction” 
are defined in Rule G-42(f). The terms, “advice,” “municipal advisor,” 
“municipal advisory activities, “municipal entity,” and “obligated person,” 

                                                
 

23 See Securities Act of 1933 Release No. 7288 (May 9, 1996), 61 FR 24644 (May 15, 1996), 
SEC Interpretation of Use of Electronic Media by Broker-Dealers, Transfer Agents, and 
Investment Advisers for Delivery of Information; available at: 
https://www.sec.gov/rules/interp/33-7288.txt. 
 

https://www.sec.gov/rules/interp/33-7288.txt


 

 
msrb.org   |   emma.msrb.org      24 

MSRB Regulatory Notice 2016-03 

were previously defined in the Exchange Act or in SEC rules, and the MSRB 
has incorporated by reference such definitions for purposes of Rule G-42. 
Further, as previously discussed, SM .13 provides guidance regarding 
instruments that may be “other similar financial products” for purposes of 
the definition of a “principal transaction.” 
 
Applicability of Rule G-42 to 529 College Savings Plans and Other Municipal 
Fund Securities — SM .12 
The regulation of municipal advisors, as the SEC has recognized, is relevant to 
municipal fund securities.24 SM .12 makes clear that Rule G-42 applies to 
municipal advisors whose municipal advisory clients are sponsors or trustees 
of municipal fund securities, including the sponsors or trustees of 529 college 
savings plans. 
 
Amendments to Rule G-8 
Amended Rule G-8(h)(iv) requires each municipal advisor to make and keep a 
copy of any document created by the municipal advisor that was material to 
its review of a recommendation by another party or that memorialize its 
basis for any conclusions as to suitability. This amendment is discussed in 
greater detail above in the context of Rule G-42(d), which sets forth specific 
requirements regarding the making of recommendations.  
 
January 13, 2016 
 

* * * * * 
 

Text of Rule G-42 and Related Amendments to Rule G-8 
 
Rule G-42: Duties of Non-Solicitor Municipal Advisors 

 
(a) Standards of Conduct. 

 
(i) A municipal advisor to an obligated person client shall, in the conduct of all municipal 

advisory activities for that client, be subject to a duty of care. 
 

                                                
 

24 See Registration of Municipal Advisors, Exchange Act Release No. 70462 (September 20, 
2013), 78 FR 67467, at 67473 (November 12, 2013) (“529 Savings Plans are also relevant in 
the context of municipal advisor regulation, because an issuance of interests in 529 Savings 
Plans is an issuance of municipal securities.”). 
 
 Underlining indicates new language. 
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(ii) A municipal advisor to a municipal entity client shall, in the conduct of all municipal advisory 
activities for that client, be subject to a fiduciary duty that includes a duty of loyalty and a duty of care. 
 
(b) Disclosure of Conflicts of Interest and Other Information. A municipal advisor must, prior to or upon 
engaging in municipal advisory activities, provide to the municipal entity or obligated person client full and 
fair disclosure in writing of: 

 
(i) all material conflicts of interest, including: 

 
(A) any affiliate of the municipal advisor that provides any advice, service, or product to 

or on behalf of the client that is directly related to the municipal advisory activities to be performed 
by the disclosing municipal advisor; 

 
(B) any payments made by the municipal advisor, directly or indirectly, to obtain or 

retain an engagement to perform municipal advisory activities for the client; 
 
(C) any payments received by the municipal advisor from a third party to enlist the 

municipal advisor’s recommendation to the client of its services, any municipal securities 
transaction or any municipal financial product; 

 
(D) any fee-splitting arrangements involving the municipal advisor and any provider of 

investments or services to the client; 
 
(E) any conflicts of interest arising from compensation for municipal advisory activities 

to be performed that is contingent on the size or closing of any transaction as to which the 
municipal advisor is providing advice; and 

 
(F) any other actual or potential conflicts of interest, of which the municipal advisor is 

aware after reasonable inquiry, that could reasonably be anticipated to impair the municipal 
advisor’s ability to provide advice to or on behalf of the client in accordance with the standards of 
conduct of section (a) of this rule, as applicable. 

 
If a municipal advisor concludes that it has no known material conflicts of interest based on the exercise of 
reasonable diligence by the municipal advisor, the municipal advisor must provide a written statement to 
the client to that effect. 

 
(ii) any legal or disciplinary event that is material to the client’s evaluation of the municipal 

advisor or the integrity of its management or advisory personnel. 
Information regarding legal or disciplinary events may be disclosed for purposes of this subsection by 
identification of the specific type of event and specific reference to the relevant portions of the municipal 
advisor’s most recent Forms MA or MA-I filed with the Commission if the municipal advisor provides 
detailed information specifying where the client may electronically access such forms. 
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(c) Documentation of Municipal Advisory Relationship. A municipal advisor must evidence each of its 
municipal advisory relationships by a writing or writings created and delivered to the municipal entity or 
obligated person client prior to, upon or promptly after the establishment of the municipal advisory 
relationship. The writing(s) must be dated and include, at a minimum, 

 
(i) the form and basis of direct or indirect compensation, if any, for the municipal advisory 

activities to be performed; 
 
(ii) the information required to be disclosed by section (b) of this rule; 
 
(iii) a description of the specific type of information regarding legal and disciplinary events 

requested by the Commission on Form MA and Form MA-I, which includes information about any criminal 
actions, regulatory actions, investigations, terminations, judgments, liens, civil judicial actions, customer 
complaints, arbitrations and civil litigation, and detailed information specifying where the client may 
electronically access the municipal advisor’s most recent Form MA and each most recent Form MA-I filed 
with the Commission; 

 
(iv) the date of the last material change or addition to the legal or disciplinary event disclosures 

on any Form MA or Form MA-I filed with the Commission by the municipal advisor and a brief explanation 
of the basis for the materiality of the change or addition; 

 
(v)  the scope of the municipal advisory activities to be performed and any limitations on the 

scope of the engagement; 
 
(vi) the date, triggering event, or means for the termination of the municipal advisory 

relationship, or, if none, a statement that there is none; and 
 
(vii) any terms relating to withdrawal from the municipal advisory relationship. 

 
(d) Recommendations and Review of Recommendations of Other Parties. If a municipal advisor makes 
a recommendation of a municipal securities transaction or municipal financial product to a municipal 
entity or obligated person client, it must have a reasonable basis to believe that the recommended 
municipal securities transaction or municipal financial product is suitable for the client, based on the 
information obtained through the reasonable diligence of the municipal advisor. If the review of a 
recommendation of another party is requested by the municipal entity or obligated person client and 
within the scope of the engagement, the municipal advisor must determine, based on the information 
obtained through the reasonable diligence of such municipal advisor, whether the municipal securities 
transaction or municipal financial product is or is not suitable for the client. In addition, the municipal 
advisor must inform the client of: 

 
(i) the municipal advisor’s evaluation of the material risks, potential benefits, structure, and 

other characteristics of the recommended municipal securities transaction or municipal financial product; 
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(ii) the basis upon which the municipal advisor reasonably believes that the recommended 
municipal securities transaction or municipal financial product is, or (as may be applicable in the case of a 
review of a recommendation) is not, suitable for the client; and 

 
(iii) whether the municipal advisor has investigated or considered other reasonably feasible 

alternatives to the recommended municipal securities transaction or municipal financial product that 
might also or alternatively serve the client’s objectives. 
 
(e) Specified Prohibitions.  

 
(i) A municipal advisor is prohibited from: 

 
(A) receiving compensation that is excessive in relation to the municipal advisory 

activities actually performed; 
 
(B) delivering an invoice for fees or expenses for municipal advisory activities that is 

materially inaccurate in its reflection of the activities actually performed or the personnel that 
actually performed those activities; 

 
(C) making any representation or the submission of any information that the municipal 

advisor knows or should know is either materially false or materially misleading due to the 
omission of a material fact about the capacity, resources or knowledge of the municipal advisor, in 
response to requests for proposals or qualifications or in oral presentations to a client or 
prospective client, for the purpose of obtaining or retaining an engagement to perform municipal 
advisory activities; 

 
(D) making, or participating in, any fee-splitting arrangement with underwriters on any 

municipal securities transaction as to which it has provided or is providing advice, and any 
undisclosed fee-splitting arrangements with providers of investments or services to a municipal 
entity or obligated person client of the municipal advisor; and 

 
(E) making payments for the purpose of obtaining or retaining an engagement to 

perform municipal advisory activities other than: (1) payments to an affiliate of the municipal 
advisor for a direct or indirect communication with a municipal entity or obligated person on behalf 
of the municipal advisor where such communication is made for the purpose of obtaining or 
retaining an engagement to perform municipal advisory activities; (2) reasonable fees paid to 
another municipal advisor registered as such with the Commission and the Board for making such a 
communication as described in subparagraph (e)(i)(E)(1); and (3) payments that are permissible 
“normal business dealings” as described in Rule G-20. 
 
(ii) Except as provided for in paragraph .14 of the Supplementary Material of this rule, a 

municipal advisor to a municipal entity client, and any affiliate of such municipal advisor, is prohibited 
from engaging with the municipal entity client in a principal transaction that is the same, or directly related 
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to the, issue of municipal securities or municipal financial product as to which the municipal advisor is 
providing or has provided advice to the municipal entity client. 
 
(f) Definitions. 

 
(i) “Advice” shall, for purposes of this rule, have the same meaning as in Section 15B(e)(4)(A)(i) 

of the Act, 17 CFR 240.15Ba1-1(d)(1)(ii) and other rules and regulations thereunder.  
 
(ii) “Affiliate of the municipal advisor” shall mean, for purposes of this rule, any person directly 

or indirectly controlling, controlled by, or under common control with such municipal advisor. 
 
(iii) “Municipal advisor” shall, for purposes of this rule, have the same meaning as in Section 

15B(e)(4) of the Act, 17 CFR 240.15Ba1-1(d)(1)-(4) and other rules and regulations thereunder; provided 
that it shall exclude a person that is otherwise a municipal advisor solely based on activities within the 
meaning of Section 15B(e)(4)(A)(ii) of the Act and rules and regulations thereunder or any solicitation of a 
municipal entity or obligated person within the meaning of Section 15B(e)(9) of the Act and rules and 
regulations thereunder. 

 
(iv) “Municipal advisory activities” shall, for purposes of this rule, mean those activities that 

would cause a person to be a municipal advisor as defined in subsection (f)(iv) of this rule. 
 
(v) A “municipal advisory relationship” shall, for purposes of this rule, be deemed to exist when 

a municipal advisor enters into an agreement to engage in municipal advisory activities for a municipal 
entity or obligated person. The municipal advisory relationship shall be deemed to have ended on the date 
which is the earlier of (i) the date on which the municipal advisory relationship has terminated pursuant to 
the terms of the documentation of the municipal advisory relationship required in section (c) of this rule or 
(ii) the date on which the municipal advisor withdraws from the municipal advisory relationship. 

 
(vi) “Municipal entity” shall, for purposes of this rule, have the same meaning as in Section 

15B(e)(8) of the Act, 17 CFR 240.15Ba1-1(g) and other rules and regulations thereunder. 
 
(vii) “Obligated person” shall, for purposes of this rule, have the same meaning as in Section 

15B(e)(10) of the Act, 17 CFR 240.15Ba1-1(k) and other rules and regulations thereunder. 
 
(viii) “Official statement” shall, for purposes of this rule, have the same meaning as in Rule G-

32(d)(vii). 
 
(ix)    “Principal transaction” shall mean, for purposes of this rule, when acting as principal for 

one’s own account, a sale to or a purchase from the municipal entity client of any security or entrance into 
any derivative, guaranteed investment contract, or other similar financial product with the municipal 
entity client. 
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---Supplementary Material: 
 
.01 Duty of Care. Municipal advisors must exercise due care in performing their municipal advisory 
activities. The duty of care includes, but is not limited to, the obligations discussed in this paragraph .01. A 
municipal advisor must possess the degree of knowledge and expertise needed to provide the municipal 
entity or obligated person client with informed advice. A municipal advisor also must make a reasonable 
inquiry as to the facts that are relevant to a client’s determination as to whether to proceed with a course 
of action or that form the basis for any advice provided to the client. A municipal advisor must undertake a 
reasonable investigation to determine that it is not basing any recommendation on materially inaccurate 
or incomplete information. Among other matters, a municipal advisor must have a reasonable basis for: 

 
(a) any advice provided to or on behalf of a client; 
 
(b) any representations made in a certificate that it signs that will be reasonably foreseeably 

relied upon by the client, any other party involved in the municipal securities transaction or municipal 
financial product, or investors in the municipal entity client’s securities or securities secured by payments 
from an obligated person client; and 

 
(c) any information provided to the client or other parties involved in the municipal securities 

transaction in connection with the preparation of an official statement for any issue of municipal securities 
as to which the municipal advisor is advising. 
 
.02 Duty of Loyalty. Municipal advisors must fulfill a duty of loyalty in performing their municipal advisory 
activities for municipal entity clients. The duty of loyalty includes, but is not limited to, the obligations 
discussed in this paragraph .02. A municipal advisor must deal honestly and with the utmost good faith 
with a municipal entity client and act in the client’s best interests without regard to the financial or other 
interests of the municipal advisor. A municipal advisor must not engage in municipal advisory activities for 
a municipal entity client if it cannot manage or mitigate its conflicts of interest in a manner that will permit 
it to act in the municipal entity’s best interests.  
 
.03 Action Independent of or Contrary to Advice. If a municipal entity or obligated person client of a 
municipal advisor elects a course of action that is independent of or contrary to advice provided by the 
municipal advisor, the municipal advisor is not required on that basis to disengage from the municipal 
advisory relationship. 
 
.04 Limitations on the Scope of the Engagement. Nothing contained in this rule shall be construed to 
permit the municipal advisor to alter the standards of conduct or impose limitations on any of the duties 
prescribed herein. If requested or expressly consented to by the municipal entity or obligated person 
client, however, a municipal advisor may limit the scope of the municipal advisory activities to be 
performed to certain specified activities or services. If the municipal advisor engages in a course of 
conduct that is inconsistent with any such agreed upon limitations, it may result in negating the 
effectiveness of such limitations. 
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.05 Conflicts of Interest. Disclosures of conflicts of interest by a municipal advisor to its municipal entity or 
obligated person client must be sufficiently detailed to inform the client of the nature, implications and 
potential consequences of each conflict. Such disclosures also must include an explanation of how the 
municipal advisor addresses or intends to manage or mitigate each conflict. 
 
.06 Relationship Documentation. During the term of the municipal advisory relationship, the writing(s) 
required by section (c) of this rule must be promptly amended or supplemented to reflect any material 
changes or additions, and the amended writing(s) or supplement must be promptly delivered to the client. 
This amendment and supplementation requirement applies to any changes and additions that are 
discovered, or should have been discovered, based on the exercise of reasonable diligence by the 
municipal advisor. The information described in subsection (c)(ii) of this rule is not required if the 
municipal advisor previously fully complied with the requirements of section (b) of this rule to disclose 
conflicts of interest and other information and subsection (c)(ii) would not require the disclosure of any 
materially different information than that previously disclosed to the client. 
 
.07 Inadvertent Advice. A municipal advisor is not required to comply with sections (b) and (c) of this rule 
if the municipal advisor meets all of the following requirements. In the event that a municipal advisor 
inadvertently engages in municipal advisory activities for a municipal entity or obligated person and does 
not intend to continue the municipal advisory activities or enter into a municipal advisory relationship, the 
municipal advisor must, as promptly as possible after discovery of the provision of inadvertent advice, 
provide a document to such municipal entity or obligated person that is dated and includes: 

 
(a) a disclaimer that the municipal advisor did not intend to provide advice and that, effective 

immediately, it has ceased engaging in municipal advisory activities with respect to that municipal entity or 
obligated person in regard to all transactions and municipal financial products as to which advice was 
inadvertently provided; 

 
(b) a notification that such municipal entity or obligated person should be aware that the 

disclosure of material conflicts of interest and other information required by section (b) of this rule has not 
been provided;  

 
(c) an identification of all of the advice that was inadvertently provided, based on a reasonable 

investigation; and 
 
(d) a request that the municipal entity or obligated person acknowledge receipt of the 

document. 
 
A municipal advisor utilizing this alternative must promptly conduct a review of its written supervisory and 
compliance policies and procedures to ensure they are reasonably designed to prevent the provision of 
inadvertent advice to municipal entities and obligated persons. The use of this alternative has no effect on 
the applicability of any provisions of this rule other than sections (b) and (c) or any other legal 
requirements applicable to municipal advisory activities. 
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.08 Applicability of State or Other Laws and Rules. Municipal advisors may be subject to fiduciary or other 
duties under state or other laws. Nothing contained in this rule shall be deemed to supersede any more 
restrictive provision of state or other laws applicable to municipal advisory activities. In addition, the 
specific prohibition in subsection (e)(ii) of this rule shall not apply to an acquisition as principal, either 
alone or as a participant in a syndicate or other similar account formed for the purpose of purchasing, 
directly or indirectly, from an issuer all or any portion of an issuance of municipal securities on the basis 
that the municipal advisor provided advice as to the issuance because that is a type of transaction that is 
addressed and prohibited in certain circumstances by Rule G-23. 
 
.09 Suitability. A determination of whether a municipal securities transaction or municipal financial 
product is suitable must be based on numerous factors, as applicable to the particular type of client, 
including, but not limited to, the client’s financial situation and needs, objectives, tax status, risk tolerance, 
liquidity needs, experience with municipal securities transactions or municipal financial products generally 
or of the type and complexity being recommended, financial capacity to withstand changes in market 
conditions during the term of the municipal financial product or the period that municipal securities to be 
issued in the municipal securities transaction are reasonably expected to be outstanding and any other 
material information known by the municipal advisor about the client and the municipal securities 
transaction or municipal financial product, after reasonable inquiry. 
 
.10 Know Your Client. A municipal advisor must use reasonable diligence, in regard to the maintenance of 
the municipal advisory relationship, to know and retain the essential facts concerning the client and 
concerning the authority of each person acting on behalf of such client. The facts “essential” to “knowing a 
client” include those required to: 

 
(a) effectively service the municipal advisory relationship with the client; 
 
(b) act in accordance with any special directions from the client; 
 
(c) understand the authority of each person acting on behalf of the client; and 
 
(d) comply with applicable laws, regulations and rules. 

 
.11 Excessive Compensation. Depending on the specific facts and circumstances of the engagement, a 
municipal advisor’s compensation may be so disproportionate to the nature of the municipal advisory 
activities performed as to constitute an unfair practice in violation of Rule G-17. Among the factors 
relevant to whether a municipal advisor’s compensation is disproportionate to the nature of the municipal 
advisory activities performed are the municipal advisor’s expertise, the complexity of the municipal 
securities transaction or municipal financial product, whether the fee is contingent upon the closing of the 
municipal securities transaction or municipal financial product, the length of time spent on the 
engagement and whether the municipal advisor is paying any other relevant costs related to the municipal 
securities transaction or municipal financial product. 
 
.12 529 College Savings Plans and Other Municipal Fund Securities. This rule applies equally to municipal 
advisors to sponsors or trustees of 529 college savings plans and other municipal fund securities. All 
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references in this rule to an “official statement” include the plan disclosure document for a 529 college 
savings plan and the investment circular or information statement for a local government investment pool. 
 
.13 Principal Transactions - Other Similar Financial Products. For purposes of subsection (f)(ix) of this rule, 
which defines the term “principal transaction,” the phrase “other similar financial product” includes a bank 
loan, but only if it is in an aggregate principal amount of $1,000,000 or more and it is economically 
equivalent to the purchase of one or more municipal securities. 
 
.14 Principal Transactions - Exception for Transactions in Specified Fixed Income Securities. Engaging in a 
principal transaction with a municipal entity client is not specifically prohibited under subsection (e)(ii) of 
this rule if:   

 
(a)  the municipal advisor is a broker-dealer registered under Section 15 of the  Act, and each 

account as to which the municipal advisor relies on this paragraph .14 is a brokerage account subject to 
the Act, and the rules thereunder, and the rules of the self-regulatory organization(s) of which it is a 
member, and is an account as to which the municipal advisor exercises no investment discretion (as 
defined in Section 3(a)(35) of the Act), except investment discretion granted by a municipal entity client on 
a temporary or limited basis; 

 
(b)  neither the municipal advisor, nor any affiliate of the municipal advisor, is providing or has 

provided advice to the municipal entity client as to an issue of municipal securities or a municipal financial 
product that is directly related to the principal transaction (other than advice as to another principal 
transaction under circumstances meeting all the requirements of this paragraph .14); 

 
(c)  the principal transaction is a sale to or a purchase from the municipal entity client of any 

U.S. Treasury security, agency debt security, or corporate debt security (as defined in paragraph .15 of the 
Supplementary Material) and does not involve municipal escrow investments (as defined in 17 CFR 
240.15Ba1-1(h)); and 

 
(d) the municipal advisor either: (1) discloses to the municipal entity client in writing before the 

completion of the transaction the capacity in which the municipal advisor is acting and obtains the consent 
of the municipal entity client to such transaction or (2) executes the transaction under circumstances 
meeting all of the following requirements:  

 
(A) neither the municipal advisor nor any of its affiliates are the issuer of, or, at the time of 

the sale, an underwriter (as defined in 17 CFR 240.15c2-12(f)(8)) of, the security; 
 
(B) the municipal entity client has executed a written, revocable consent prospectively 

authorizing the municipal advisor directly or indirectly to act as principal for its own account in 
selling any security to or purchasing any security from the municipal entity client, so long as such 
written consent is obtained after written disclosure to the municipal entity client explaining: the 
circumstances under which the municipal advisor directly or indirectly may engage in principal 
transactions; the nature and significance of conflicts with its municipal entity client’s interests as a 
result of the transactions; and how the municipal advisor addresses those conflicts; 
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(C) the municipal advisor, prior to the execution of each principal transaction, informs the 

municipal entity client, orally or in writing, of the capacity in which it may act with respect to such 
transaction and obtains consent from the municipal entity client, orally or in writing, to act as 
principal for its own account with respect to such transaction; 

 
(D) the municipal advisor sends a written confirmation at or before completion of each such 

transaction that includes, in addition to the information required by 17 CFR 240.10b-10 or Rule G-
15, a conspicuous, plain English statement informing the municipal entity client that the municipal 
advisor disclosed to the client prior to the execution of the transaction that the municipal advisor 
may be acting in a principal capacity in connection with the transaction, the municipal entity client 
authorized the transaction, and the municipal advisor sold the security to, or bought the security 
from, the municipal entity client for its own account; 

 
(E) the municipal advisor sends to the municipal entity client, no less frequently than 

annually, written disclosure containing a list of all transactions that were executed in the client’s 
account in reliance upon subsection (d)(2) of this paragraph .14, and the date and price of such 
transactions; and 

 
(F) each written disclosure required by subsection (d)(2) of this paragraph .14 includes a 

conspicuous, plain English statement that the municipal entity client may revoke the written 
consent referred to in paragraph (d)(2)(B) of this paragraph .14 without penalty at any time by 
written notice to the municipal advisor. 

 
This paragraph .14 shall not be construed as relieving in any way a municipal advisor from acting in the 
best interest of its municipal entity clients, nor shall it relieve the municipal advisor from any obligation 
that may be imposed by other applicable provisions of the federal securities laws and state law. 
 
.15 Terms Relating to the Exception in Paragraph .14. For purposes of paragraph .14 and this paragraph 
.15 of the Supplementary Material: 

 
(a) “agency” means a U.S. executive agency as defined in 5 U.S.C. 105 that is authorized to issue 

debt directly or through a related entity, such as a government corporation, or to guarantee the 
repayment of principal and/or interest of a debt security issued by another entity. The term excludes the 
U.S. Department of the Treasury in the exercise of its authority to issue U.S. Treasury securities;  

 
(b) “agency debt security” means a debt security (i) issued or guaranteed by an agency, or (ii) 

issued or guaranteed by a government-sponsored enterprise, including a securitized product that is issued 
by an agency or a government-sponsored enterprise, or, for which, the principal or interest (or both) is 
guaranteed by an agency or a government-sponsored enterprise; 

 
(c) “corporate debt security” means a debt security that is U.S. dollar-denominated and issued by a 

U.S. or foreign private issuer and, if a “restricted security” as defined in 17 CFR 230.144(a)(3), sold 
pursuant to 17 CFR 230.144A, but does not include a money market instrument; 
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(d) “government-sponsored enterprise” has the same meaning as defined in 2 U.S.C. 622(8); 

 
(e) “money market instrument” means a debt security that at issuance has a maturity of one 

calendar year or less, or, if a discount note issued by an agency or a government-sponsored enterprise, a 
maturity of one calendar year and one day or less; 

 
(f) “securitized product” means a security collateralized by any type of financial asset, such as a 

loan, a lease, a mortgage, or a secured or unsecured receivable, and includes, but is not limited to, an 
asset-backed security, a synthetic asset-backed security, and any residual tranche or interest of any 
security specified above, which tranche or interest is considered a debt security; and 

 
(g) “U.S. Treasury security” means a security issued by the U.S. Department of the Treasury to fund 

the operations of the federal government or to retire such outstanding securities. 
 

* * * * * 
 
Rule G-8: Books and Records to be Made by Brokers, Dealers, Municipal Securities Dealers, and 
Municipal Advisors 

 
(a) - (g) No change. 
 
(h) Municipal Advisor Records. Every municipal advisor that is registered or required to be registered 
under Section 15B of the Act and the rules and regulations thereunder shall make and keep current the 
following books and records: 

 
(i) No change. 
 
(ii) Reserved. 
 
(iii) Reserved. 
 
(iv) Records Concerning Duties of Non-Solicitor Municipal Advisors pursuant to Rule G-42. 

 
(A) A copy of any document created by a municipal advisor that was material to its review 

of a recommendation by another party or that memorializes the basis for any determination as to 
suitability. 
 
(v) No change. 

 

























CITY of FRANKLIN

2015 PROPERTY TAX COLLECTIONS

As of March 31, 2015

YEAR Beginning Balance 150 Corrections 600 Refunds 400 Adjustments 100 Pickups 210 Cleanup
700 Returned 

Checks
200 Receipts AR Balance

2015 $14,306,693 ($30,639) $0 ($6,811) $268,518 $311,408 ($304,597) ($14,150,600) $393,972

2014 $13,742,347 ($441,342) $0 $0 $657,823 $256,113 ($256,113) ($13,932,604) $26,224

Prior Years 

(2004 - 2013)
$74,656,547 ($173,423) $837,477 ($17,310) $1,724,372 ($600) $22,114 ($76,994,213) $54,965

Beginning Balance does not include RR & Public Utilities added later, rollbacks & other adjustments

RR and Public Utilities typically added in January (reflected in 100 PICKUPS); typically about $200k annually

2011 and earlier have been turned over to Clerk & Master to initiate legal action for collection

Receipts include penalty & interest (bills are issued in October and Penalty/interest apply starting the following March)

Change header date

Save as PDF 
Review then save on shared drive

OCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP
10 Year Avg 6.08% 12.53% 45.55% 49.04% 87.19% 96.20% 97.38% 97.77% 98.03% 98.23% 98.40% 98.53%
2014 6.49% 9.32% 44.00% 48.45% 87.44% 96.88% 98.16% 98.43% 98.63% 98.85% 99.04% 99.28%
2015 3.85% 6.10% 41.91% 47.35% 93.18% 97.25%
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MONTH END COMMENTARY – APRIL 2016  
 
Bond yields rose in April while most other major asset classes posted gains last month. The Dow Jones had a .50% return while the S&P Index returned .40%. Commodities, including oil, 
finished April with strong returns. Strong economic numbers added to market speculation that the Fed may still be on track to raise rates given the good news in the economy. 
 
FOMC:   As expected, the Fed retained the current Fed Funds target rate of .25 to .50 by a 9-1 vote.  The Fed sighted the slowdown in economic activity as the primary reason for holding 
off a rate hike, although there has been an improvement in the labor market. Inflation remains low due to falling oil prices, however, oil prices have begun to increase. The meeting didn’t 
provide strong clues about a rate hike at the June meeting but left the doors open if the economy improves. The next FOMC meeting is June 14-15. Highlights from the meeting: 

• Conditions in the labor market continued to improve since the last FOMC meeting, but economic activity growth slowed. 
• Household spending growth moderated even as households’ real income rose at a solid rate. 
• The housing sector improved further since the start of the year, but business fixed investment and net exports have been soft. 
• Inflation continues to run below the committee’s 2% goal. That partly reflects earlier declines in energy prices and falling prices of non-energy imports.  

The Fed emphasized future moves will depend on data. There will be a significant amount of data before the meeting in June including two employment reports, two personal income 
reports and several inflation readings.  The financial markets viewed the Fed’s action as dovish, or at the very least, passive. Nothing in the Fed’s statement suggested the FOMC is in a 
hurry for an interest rate hike.   
 
Non-farm Payrolls/Unemployment:  Total nonfarm payroll employment increased by 215,000 and the unemployment rate was little changed at 5%. Employment increased in retail trade, 
construction, and health care. Job losses continued in manufacturing and mining.  
 
Crude Oil:  Prices reached the highest level in about five months before retreating. Some economists are speculating a price recovery to $60.00 per barrel by the end of 2017. This is good 
news for stocks, but also carries risks for bond investors. Oil ended the month at $45.92 after rallying from a twelve year low in February. 
 
Retail Sales:  The .3% decline in retail sales was slightly weaker than consensus expectations and was mainly due to a 2.1% decline in auto sales. 
 
GDP:  GDP increased at an annual rate of .5% in the 1st quarter of 2016 according to the “advance” estimate. This was less than the 0.7% consensus and the slowest in two years. 
Consumption slowed to less than 2% for the first time since last year’s first quarter. Business spending fell outright, exports fell and if not for government spending, GDP would have grown 
just .3%. In the 4th quarter, real GDP increased 1.4%. 
 
Treasury Yield Curve Total Returns over the last 12 months:*  TREASURY BENCHMARK TOTAL RETURNS IN MONTH 
3month bill     .15      Benchmark  Period Return Duration 
1 year note     .52      BAML 0-3 Year Treasury         .04%  1.35 
2 year note                    .73      BAML 0-5 Year Treasury         .00%  2.15 
3 year note                  1.44      BAML 1-3 Year Treasury         .04%  1.80 
5 year note                  2.67                                                                                       BAML 1-5 Year Treasury        -.01%  2.59 
*Source: Bloomberg 
 
Changes in the Treasury Market (absolute yield levels):* 

 04/30/15 03/31/16 04/30/16  Change in 
April 

Change from 
Prior Year 

3 month bill .00 .20 .21 +.01  +.21 
6 month bill .04 .38 .38 unch  +.34 
2 year note .57         .72         .78          +.06  +.21 
3 year note         .90         .85         .94 +.09 +.04 
5 year note        1.43       1.21       1.30 +.09 -.13 
10 year         2.03       1.77       1.83 +.06 -.20 

*Source: Bloomberg 
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City of Franklin - Core I US Dollar 4/30/2016 logo.jpg Account Summary - SetFixed Income Allocation

Security Type Market Value % Assets

US Agency (USD) 10,046,900.00 33.3

US Treasury (USD) 20,061,995.00 66.5

Bank Deposit (USD) 75,324.79 0.2

Fixed Income Total 30,184,219.79 100.0

Par Value 30,075,325

Market Value 30,184,219.79

Amortized Book Value 30,074,685.80

Unrealized Gain/Loss 109,533.99

Estimated Annual Cash Flow 281,257.53

Fixed Income Totals

Book Yield 0.93

Maturity 1.70

Coupon 0.94

Moody Aaa

S&P AA+

Weighted Averages

City of Franklin - Core Investment Fund

Account Summary
4/30/2016
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Portfolio Summary
April 30, 2016

Portfolio Par Total Original Total Adjusted Market Unrealized Yield Mod Eff Bench

Name Amount Cost Cost Value Gain/Loss At Cost Dur Dur Dur Benchmark

City of Franklin - Core Investment Fund 30,075,325 30,077,272.77 30,074,685.80 30,184,219.79 109,533.99 0.93 1.67 1.66 1.35 BofA Merrill 0-3 Treasury

TOTAL PORTFOLIO 30,075,325 30,077,272.77 30,074,685.80 30,184,219.79 109,533.99 0.93 1.67 1.66 1.35
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City of Franklin - Core Investment Fund

Accrual Earnings and Activity Report
4/30/2016

US Dollar

Cost Basis Summary Accrual Earnings Summary
Month End

Ending 4/30/2016
Beginning Amortized Cost 30,038,460.61

Investment Purchases 0.00

Investment Maturities/Sells/Calls 0.00

Amortization (29.16)

Change in Cash Equivalents 36,254.35

Realized Gains / Losses 0.00

Ending Amortized Costs 30,074,685.80

Month End
Ending 4/30/2016

Amortization/Accretion (29.16)

Interest Earned 22,925.56

Realized Gain (Loss) 0.00

Total Income 22,896.40

Average Portfolio Balance 30,199,488.54

Earnings Yield 0.92%

MarketValue Summary Interest Earnings Summary
As of

4/30/2016
Ending Market Value 30,184,219.79

Unrealized Gain/Loss 109,533.99

Month End
Ending 4/30/2016

Beginning Accrued Interest 61,831.33

Coupons Paid 37,504.35

Purchased Accrued Interest 0.00

Sold Accrued Interest 0.00

Ending Accrued Interest 47,252.53

Interest Earned 22,925.56
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City of Franklin - Core I Net of Accrued Fees | U 3/31/2016 - 4/30/2016 logo.jpg Total Return Report - SPortfolio Allocation as of 4/30/2016

Issuer Market Value % Assets Yield

FEDERAL NATL MTG ASSN 2,513,827.50 8.3 1.0

FEDERAL HOME LOAN BANKS 2,511,315.00 8.3 1.0

FEDERAL HOME LN MTG CORP 5,021,757.50 16.6 1.2

UNITED STATES TREAS NTS 20,061,995.00 66.5 0.9

FIFTH THIRD BK CINCINNATI STN 75,324.79 0.2 0.0

Total 30,184,219.79 100.0 0.9

Total Return For Period
Since 3/31/2016

Beginning Principal Value 30,160,140.44

Beginning Accrued Interest 61,831.33

Net Contributions/Withdrawals -1,250.00

Market Value Change -12,175.00

Interest Earnings 22,925.56

Ending Principal Value 30,184,219.79

Accrued Interest 47,252.53

Total Return 10,750.56

Advisory Fees for Period -2,083.33

Net Total Return 8,667.23

City of Franklin - Core Investment Fund

Total Return Report
Net of Accrued Fees | US Dollar 3/31/2016 - 4/30/2016
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City of Franklin - Core Inves Net of Allocated Accrued Fe 4/30/2016 logo.jpg Historical P

Time Weighted Return Inception (12/31/2013) to Date

Portfolio
Month

To Date
Quarter
To Date

Fiscal Year
To Date

Latest
1 Year

Inception
To Date

Account 0.03 0.03 0.99 0.87 2.01

Index

ML 0-3 Year Treasury Index 0.04 0.04 0.71 0.72 1.60

ML 90 Day Bill 0.03 0.03 0.10 0.15 0.19

Performance History

City of Franklin - Core Investment Fund

Historical Performance
Net of Allocated Accrued Fees | US Dollar 4/30/2016
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City of Franklin - Core I US Dollar 4/30/2016 logo.jpg Maturity & Duration Dist

Maturity Number Market Value
% FI

Holdings
Average

Curr. Yld
Average
Coupon

Average
Duration

Under 1 Yr 6 12,586,049.79 41.7 0.6 0.646% 0.6

1 Yr - 2 Yrs 2 5,020,622.50 16.6 1.1 1.063% 1.6

2 Yrs - 3 Yrs 3 7,573,397.50 25.1 1.2 1.251% 2.5

3 Yrs - 5 Yrs 2 5,004,150.00 16.6 1.1 1.063% 3.3

Distribution by Maturity Distribution by Maturity

Duration Number Market Value
% FI

Holdings
Average

Curr. Yld
Average
Coupon

Average
Duration

Under 1 Yr 6 12,586,049.79 41.7 0.6 0.646% 0.6

1 Yr - 2 Yrs 2 5,020,622.50 16.6 1.1 1.063% 1.6

2 Yrs - 3 Yrs 3 7,573,397.50 25.1 1.2 1.251% 2.5

3 Yrs - 5 Yrs 2 5,004,150.00 16.6 1.1 1.063% 3.3

Distribution by Duration Distribution by Duration

City of Franklin - Core Investment Fund

Maturity & Duration Distribution
4/30/2016
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City of Franklin - Core I US Dollar 4/30/2016 logo.jpg Ratings Distribution - Se

S&P Rating Number Market Value
% FI

Holdings
Average

YTM
Average
Coupon

Average
Duration

AA+ 12 30,108,895.00 99.8 0.9 0.939% 2.8

N/A 1 75,324.79 0.2 0.0 0.010% 0.2

Distribution by S&P Rating Distribution by S&P Rating

Moody Rating Number Market Value
% FI

Holdings
Average

YTM
Average
Coupon

Average
Duration

Aaa 12 30,108,895.00 99.8 0.9 0.939% 2.8

N/A 1 75,324.79 0.2 0.0 0.010% 0.2

Distribution by Moody Rating Distribution by Moody Rating

City of Franklin - Core Investment Fund

Ratings Distribution
4/30/2016
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May 2016 Jun 2016 Jul 2016 Aug 2016 Sep 2016 Oct 2016 Nov 2016 Dec 2016 Jan 2017 Feb 2017 Mar 2017 Apr 2017
Core Investments 0.00 21,875.00 34,375.00 7,812.50 39,062.50 37,500.00 0.00 21,875.00 34,375.00 0.00 39,062.50 29,687.50

US Agency (USD) 0.00 0.00 12,500.00 0.00 14,062.50 29,687.50 0.00 0.00 12,500.00 0.00 14,062.50 29,687.50

US Treasury (USD) 0.00 21,875.00 21,875.00 7,812.50 25,000.00 7,812.50 0.00 21,875.00 21,875.00 0.00 25,000.00 0.00

Liquidity 0.63 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Bank Deposit (USD) 0.63 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Total 0.63 21,875.00 34,375.00 7,812.50 39,062.50 37,500.00 0.00 21,875.00 34,375.00 0.00 39,062.50 29,687.50

Grand Total 265,625.63

5/1/2016 - 4/30/2017

Coupon Cash Flow Projection
City of Franklin - Core Investment Fund
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City of Franklin - Core Investment Fund

Transaction Summary
4/1/2016 - 4/30/2016

Interest
Trade Date Settle Date Symbol Security Amount
4/1/2016 4/1/2016 0000FIFTH3 FIFTH THIRD BANK MMF 4

0.010% Due 05-29-16

4/2/2016 4/2/2016 3137EADM8 FEDERAL HOME LN MTG CORP 15,625

1.250% Due 10-02-19

4/15/2016 4/15/2016 912828WA4 UNITED STATES TREAS NTS 7,813

0.625% Due 10-15-16

4/19/2016 4/19/2016 3135G0E58 FEDERAL NATL MTG ASSN 14,063

1.125% Due 10-19-18

4/29/2016 4/29/2016 0000FIFTH3 FIFTH THIRD BANK MMF 0

0.010% Due 05-29-16

Total Interest 37,504

Expenses
Trade Date Settle Date Symbol Security Amount
4/20/2016 4/20/2016 fees exusfees 1,250

4/30/2016 4/30/2016 manfee Management Fee 2,083

Total Expenses 3,333

Contributions
Trade Date Settle Date Quantity Symbol Security

Unit
Price Amount

4/29/2016 4/29/2016 36,254 0000FIFTH3 FIFTH THIRD BANK MMF 100.00 36,254

0.010% Due 05-29-16

Total Contributions 36,254
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Portfolio Holdings
City of Franklin - Core Investment Fund

April 30, 2016

Call Trade Amor Book Market Market Market Accrued Total Unrealized Pct. Dur Eff

Cusip Quantity Security Date Date Price Yield Price Yield Value Interest Value Gain/Loss Assets Mat Dur

US Treasury

912828VR8 2,500,000 UNITED STATES 

TREAS NTS

03-27-14 100.00 0.62 100.0813 0.35 2,502,032.50 3,219.44 2,505,251.94 2,020.61 8.3 0.29 0.28

0.625% Due 08-15-16

912828WA4 2,500,000 UNITED STATES 

TREAS NTS

03-27-14 99.96 0.70 100.0977 0.41 2,502,442.50 640.37 2,503,082.87 3,318.46 8.3 0.46 0.45

0.625% Due 10-15-16

912828A59 2,500,000 UNITED STATES 

TREAS NTS

12-18-13 99.99 0.64 100.0625 0.52 2,501,562.50 5,848.70 2,507,411.20 1,745.87 8.3 0.62 0.62

0.625% Due 12-15-16

912828SC5 2,500,000 UNITED STATES 

TREAS NTS

03-27-14 100.02 0.84 100.2422 0.55 2,506,055.00 5,408.65 2,511,463.65 5,487.12 8.3 0.75 0.74

0.875% Due 01-31-17

912828J92 2,500,000 UNITED STATES 

TREAS NTS

07-24-15 99.91 0.60 99.9453 0.56 2,498,632.50 1,024.59 2,499,657.09 980.55 8.3 0.91 0.91

0.500% Due 03-31-17

912828XF2 2,500,000 UNITED STATES 

TREAS NTS

08-18-15 100.22 1.02 100.6758 0.80 2,516,895.00 10,527.66 2,527,422.66 11,380.40 8.3 2.09 2.08

1.125% Due 06-15-18

912828SN1 2,500,000 UNITED STATES 

TREAS NTS

11-16-15 100.58 1.30 101.7070 0.91 2,542,675.00 3,073.77 2,545,748.77 28,187.29 8.4 2.85 2.85

1.500% Due 03-31-19

912828TH3 2,500,000 UNITED STATES 

TREAS NTS

03-10-16 98.97 1.20 99.6680 0.98 2,491,700.00 5,408.65 2,497,108.65 17,510.30 8.3 3.19 3.19

0.875% Due 07-31-19

20,000,000 0.87 0.64 20,061,995.00 35,151.84 20,097,146.84 70,630.60 66.5 1.40 1.39

US Agency Bullet

3137EADJ5 2,500,000 FEDERAL HOME LN 

MTG CORP

12-18-13 100.02 0.99 100.3723 0.70 2,509,307.50 6,388.89 2,515,696.39 8,926.09 8.3 1.23 1.22

1.000% Due 07-28-17

3130A5PE3 2,500,000 FEDERAL HOME 

LOAN BANKS

07-24-15 100.20 1.02 100.4526 0.89 2,511,315.00 2,421.87 2,513,736.87 6,303.27 8.3 1.89 1.88

1.125% Due 03-29-18

3135G0E58 2,500,000 FEDERAL NATL MTG 

ASSN

10-06-15 100.37 0.97 100.5531 0.90 2,513,827.50 859.37 2,514,686.87 4,464.00 8.3 2.43 2.43

1.125% Due 10-19-18

3137EADM8 2,500,000 FEDERAL HOME LN 

MTG CORP

03-10-16 99.73 1.33 100.4980 1.10 2,512,450.00 2,430.56 2,514,880.56 19,210.03 8.3 3.34 3.34

1.250% Due 10-02-19

10,000,000 1.08 0.90 10,046,900.00 12,100.69 10,059,000.69 38,903.39 33.3 2.22 2.22
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Portfolio Holdings
City of Franklin - Core Investment Fund

April 30, 2016

Call Trade Amor Book Market Market Market Accrued Total Unrealized Pct. Dur Eff

Cusip Quantity Security Date Date Price Yield Price Yield Value Interest Value Gain/Loss Assets Mat Dur

Money Market Fund

0000FIFTH 75,325 FIFTH THIRD BANK 

MMF

03-31-16 100.00 0.01 100.0000 0.01 75,324.79 0.00 75,324.79 0.00 0.2 0.08 0.01

0.010% Due 05-29-16

TOTAL 30,075,325 0.93 0.72 30,184,219.79 47,252.53 30,231,472.32 109,533.99 100.0 1.67 1.66
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This report is for general informational purposes only and is not intended to provide specific advice or recommendations. Government Portfolio Advisors (GPA) is an investment advisor registered with the 
Securities and Exchange Commission and is required to maintain a written disclosure statement of our background and business experience.
 
Questions About an Account:  GPA's monthly & quarterly reports are intended to detail the investment advisory activity managed by GPA.    The custodian bank maintains the control of assets and executes 
(ie. Settles) all investment transactions. The custodian statement is the official record of security and cash holdings and transactions. GPA recognizes that clients may use these reports to facilitate record 
keeping and that the custodian bank statement and the GPA report should be reconciled and differences resolved. Many custodians use a settlement date basis which may result in the need to reconcile due 
to a timing difference.

GPA relies on the information provided by the clients when reporting pool balances, bank balances and other assets that are not held at the clients custodial bank. 

Account Control:
GPA does not have the authority to withdraw funds from or deposit funds to the custodian. Our clients retain responsibility for their deposit funds to the custodian. Our clients retain responsibility for their 
internal accounting policies, implementing and enforcing internal controls and generating ledger entries or otherwise recording transactions.

Market Value:
Generally, market prices in GPA's reports are derived from closing bid prices as of the last business day of the month as supplied by Interactive Data or Bloomberg. Where prices are not available from 
generally recognized sources the securities are priced using a yield-based matrix system to arrive at an estimated market value. Prices that fall between data points are interpolated. Non-negotiable FDIC 
–insured bank certificates of deposit are priced at par. Although GPA believes the prices to be reliable, the values of the securities do not always represent the prices at which the securities could have been 
bought or sold. 

Amortized Cost:
The original cost of the principal of the security is adjusted for the amount of the periodic reduction of any discount or premium from the purchase date until the date of the report. Discount or premiums 
with respect to short term securities (those with less than one year to maturity at time of issuance) is amortized on a straightline basis. Such discount or premium with respect to longer term securities is 
amortized using a straight-line basis. 
 
Financial Situation:
In order to better serve you, GPA should be promptly notified of any material change in your investment objective or financial situation.

Callable Securities:
Securities subject to redemption prior to maturity may be redeemed in whole or in part before maturity, which could affect the yield represented. Certain call dates may not show up on the report if the call 
date has passed and it is continuously callable.

Duration:
The duration listed on the reports is duration to maturity and duration to call.  Effective duration is calculated on Bloomberg and imported into these reports and reflects the OAS duration which incorporates 
the probability of the bond being called. Effective duration is what GPA compares to the benchmark to reflect current market risk.

Benchmark Duration:   
The benchmark duration is the historical weighted average of the benchmark duration over monthly periods.  GPA is reporting this number as a static amount period over period. 

Portfolio:
The securities in this portfolio  are not guaranteed or otherwise protected by GPA, the FDIC (except for non-negotiable certificates of deposit) or any government agency. Investment in securities involves 
risks, including the possible loss of the amount invested.

Rating:
Information provided for ratings is based upon a good faith inquiry of selected sources, but its accuracy and completeness cannot be guaranteed.

Coupon Payments and Maturities on Weekends:
Oftentimes, coupon payments and maturities will occur on a weekend or holiday.  GPA will track these payments on an accrual basis, while the custodian bank may track on a cash basis.  The accrual basis 
allocates the earnings in the period earned.

Disclaimer & Terms
4/30/2016
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From: 5/1/16-5/31/16

DEVELOPMENT ACTIVITY SUMMARY

PERMITS ISSUED & FEES RECEIVED

Including Construction Valuation

PERMIT FEES RECEIVED - 

Includes  Permit Fees, & Technology 

Fees

FEES 

RECEIVED

# of PERMITS ISSUED* 
*Permits without associated 

fees are not included.

 604 $186,044 Residential (inc Townhomes/ Duplexes)

Building Permits  149 $176,465 

Electrical Permits  209 $6,859 

Mechanical Permits  132 $1,400 

Plumbing Permits  109 $1,130 

Swimming Pool Permits  4 $130 

Demolition Permits  1 $60 

 587 $53,644 Non-Residential (inc Multi-Family)

Building Permits  26 $44,303 

Electrical Permits  492 $8,509 

Mechanical Permits  51 $562 

Plumbing Permits  17 $210 

Demolition Permits  1 $60 

 1,191 $239,688 TOTAL PERMITS ISSUED 

ADDITIONAL FEES RECEIVED 

Residential (inc Townhomes/ Duplexes) $772,652 

$443,012 Road Impact Fees

$317,600 Facilities Tax

$4,040 Plan Review Fees

$200 Reinspection Fees

$7,800 Garbage Container Fees

Non-Residential (inc Multi-Family) $53,359 

$39,804 Road Impact Fees

$7,171 Facilities Tax

$6,384 Plan Review Fees

$826,011 TOTAL ADDITIONAL FEES

NEW DWELLING UNITS 

Building Permits Issued -  Number of Units by Type

# of UNITS

Single Family (Detached) Dwellings  73 

Townhomes  38 

 111 TOTAL DWELLING UNITS 

Page 1 of 26/6/16

H:\Crystal Reports\Crystal Reports - READY\Monthly Building Permits\Updated 

10.3.14 - USE THESE\2016\MONTHLY PERMIT SUMMARY - 1.8.2016 - inc Wtr 



WATER & SEWER FEES RECEIVED FEES 

RECEIVED

Residential (inc Townhomes/ Duplexes) $228,024 

$40,918 Water Tap Fees

$187,106 Sewer Tap Fees

Non-Residential (inc Multi-Family) $57,030 

$5,622 Water Tap Fees

$51,408 Sewer Tap Fees

$285,054 TOTAL WATER & SEWER

STORMWATER, GRADING, & UTILITY 

PERMITS ISSUED

FEES 

RECEIVED

# of PERMITS 

ISSUED

 2 $200 

TOTAL STORMWATER & 

GRADING PERMITS ISSUED:

TOTAL GRADING ONLY 

PERMITS ISSUED:

TOTAL UTILITY CONSTRUCTION/ 

INFRASTRUCTURE PERMITS ISSUED:  2 $600 

VALUATIONESTIMATED VALUATION 

OF BUILDING PERMITS* 

# of BUILDING 

PERMITS ISSUED

Residential Valuation of Construction  149 $30,745,325 

New  111 $29,052,881 

Accessory Building  4 $86,000 

Addition  18 $1,166,788 

Miscellaneous  6 $62,168 

Renovation  10 $377,488 

Non-Residential Valuation of Construction  26 $26,669,262 

New  3 $16,024,000 

Addition  1 $11,825 

Interior Finish/Build-Out  4 $893,633 

Miscellaneous  5 $347,238 

Renovation  13 $9,392,566 

TOTAL ESTIMATED VALUATION OF BUILDING PERMITS*

*Includes all new residential construction (single family detached dwellings and townhomes), new non-residential construction 

(including multi-family dwellings), accessory buildings, additions, tenant build-out, renovations, and miscellaneous 

construction.  Estimated Valuations (Construction Costs) are provided by Applicants on Building Permit Applications only.

Permit values transacted during the month do not necessarily equal dollars collected because of the timing of the payment and                     

actual issuance of the permits.  Permit values are rounded up to the nearest dollar; therefore, totals may not match.

$57,414,587 
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