CITY OF FRANKLIN
DEBT SERVICE FUND

The Debt Service Fund of the City is used to account for the payment of debt service on all general
obligation debt issued for City purposes. Payments on general obligation debt issued for general
government purposes are funded by the following sources:

» Property tax levy for general City projects (for example, City facilities, such as the Police or
Library facility, or non-assessable infrastructure project costs)

« Special assessment collections, for public improvement projects financed with general obligation
debt where the property owner is assessed the pro-rata share of the project cost in accordance
with City policy, ordinances and state statutes.

o Impact fees collected for the purpose of paying toward new facilities after those facilities were
completed.

» Repayment of principal and interest on any City debt issued that is advanced to TIF Districts.

Over the last decade, the net general bonded debt level for City purposes has generally declined from
a low of $5,321,255 at December 31, 2013 to a high of $19,730,435 at December 31, 2004.

As shown on the accompanying schedule of debt maturities, the general obligation debt for City
purposes outstanding at December 31, 2014 will be $10,690,000. When you combine that amount
with the $23,486,522 outstanding of Sewer Fund debt the total outstanding general obligation debt
outstanding will be $34,176,522

The Sewer fund issued $24,588,635 of General Obligation debt in 2012 for construction of the Ryan
Creek Interceptor Sewer. That project was completed in 2013. This debt is to be repaid by MMSD by
an intergovernmental agreement. The City will fund the principal and interest payments through 2014,
with that portion repaid by MMSD in 2017.

Total debt represents about 25% of the City's legal debt limit per Wisconsin Statutes (5% of equalized
property value). Over the past decade, the ratio of net general bonded debt to assessed value has
ranged from a high of 1.44% in 2008 to a low of 0.88% in 2011. The ratio of total debt to assessed
value at December 31, 2014 will be about 1.25%.

In 2014 $6,645,000 in new General Obligation debt was issued. $2 million for Capital Improvement
projects, $3.3 million for TID 3 (to finance the S 27" Street projects) and $1.3 million to finance the
Water & Waste Water Facility.

In 2012 $6,150,000 was internally financed, retiring a like amount of the 2005 debt issue. Historically
the city has planned to issue debt every other year, however the last issue prior to 2014 was in 2008.
Starting in 2014, future debt issuance is forecast at $2.0 million every other year and is anticipated to
pay for public improvement projects as growth occurs in the community. Any new debt for projects
presently contemplated for public improvement projects will be partially offset by the repayment of
debt currently outstanding that is scheduled for repayment during the period.
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CITY OF FRANKLIN
TIF DISTRICTS

The City of Franklin has two operating Tax Incremental Financing (TIF) Districts. TIF
Districts exist to assist in the development of particular areas. They receive the increase in
tax revenue that is generated from the development that occurs in that area. The City has
asked its Community Development Authority (CDA) to act as agent of the City in planning
and carrying out any community development programs and activities approved by the
Mayor and Common Council within the TIF Districts. The tax levy generated by the
increase in assessed value in the TIF District's is the main source of revenue for the TIF
District. Expenditures consistent with approved Project Plans may be incurred until a time
determined by State statute.

TIF District #3

In June 2005, the City of Franklin adopted Resolution 2005-59806 establishing TIF District
#3. The TIF District is generally from Rawson Avenue to just south of Drexel Avenue and
from 27" Street to 35™ Street. In 2013, the District's boundary was extended north one half
mile. The main purpose of the TIF District is to improve road infrastructure in the district to
promote quality development. The latest projection anticipates $28.5 million in
infrastructure cost and incentives, $7.4 million in net financing costs and anticipates $104.8
million in incremental development within the District. The debt issued will pay for the
infrastructure with tax revenue created by the development paying off the debt. The plan
anticipates that the debt will be paid off and TIF District closed by 2018. The foliowing year
the tax revenue will be available to the taxing districts. The one remaining project for this
district is the improvements to the 27" Street road infrastructure. Additional debt will be
needed in 2015 to complete this project.

TIF District #4

In June 2005, the City of Franklin adopted Resolution 2005-5907 establishing TIF District
#4. The TIF District is generally from 27" Street west to the Oakwood Golf Course then
south to the Racine County line. The main purpose of the TIF District is to improve road
and sanitary sewer infrastructure in the district to promote quality development. The plan
anticipates $24.6 million in infrastructure costs, $3.7 million in net financing costs and
anticipates $118 million in incremental development within the District. The debt will pay for
the infrastructure with tax revenue created by the development paying off the debt. The
project plan anticipates that the debt will be paid off and TIF District closed by 2026. The
following year the tax revenue will be available to the taxing districts. The first phase of
project cost will be completed and phases 2 & 3 are dependant upon future development
within the District. The first phase debt will be retired by 2016. In 2012, 2013 & 2014
interfund advances totaling $3.35 million were used to retire the 2005 Debt Issue.

TIF District's Outstanding Debt

General obligation note proceeds are provided to the TIF Districts directly or through inter-
fund advances from City funds. The schedule of outstanding debt maturities shows the
amounts borrowed, the balance outstanding and annual debt service payment obligations
for the next several years.
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