General Fund Revenues

PROGRAM DESCRIPTION:

Fund 01

City general fund revenues are typically relatively predictable. Most general fund revenue is
obtained from property taxes, state-shared revenue, and transportation aides, which are known
by the time the budget year begins. Revenues have historically not been dependent on
changes in economic factors. However, varying factors, including the local economy, can cause

fluctuations yearly in certain revenue items.

Property Taxes
Property taxes are levied upon all real property and business personal property owners at a
calculated rate per $1,000 assessed value. As is typical for most Wisconsin municipalities, the
property tax is the primary revenue for city government operations. The trend for property taxes,

as a percentage of General Fund Revenue, is as follows:

Budget 2020 2021 2022 2023 2024 2025
Year
Tax Levy $19,005,700 | $19,184900| $19,931,500 | $20,455400| $23,450500| $24,222 700
Revenue $27,129,330 | $27,369,168 | $28,213,729 | $28,931,075( $31,494 313! $31,606,425
Levy to
Revenue 70.1% 70.1% 70.6% 70.7% 74.5% 76.6%
Property taxes as a percentage of general fund revenues will increase or decrease depending
on fluctuations in other revenues, the amount of growth in net new construction, and whether
increases in expenditures are needed to meet the city's service needs.
The Chart below shows the tax levy by purpose and the amount of levy per capita for each
purpose.
2020 2021 2022 2023 2024 2025
Population  (for 35,996 36,514 36,646 35,895 36,417 36,600
prior year)
Tax Levy Actual Actual Actual Budget Budget Budget
General Fund $19,005,700 | $19,184,900 | $19,931,500 | $20,455,400 | 20,616,100 | 21,240,000
Library $1,340,500 | $1,337,200 | $1,347,200 | $1,374,000 1,442,700 1,442,700
Capital $295,700 $296,000 $53,300 $0 $291,700 $300,000
Debt Service $1,100,000 | $1,100,000 | $1,100,000 | $1,100,000 | $1,100,000 | $1,240,000
Total Tax Levy | $21,741,900 | $21,918,100 | $22,432,000 | $22,929,400 | $23,450,500 | $24,222,700
Per Capita
General Fund $527.99 $525.41 $543.89 $569.87 $566.11 $580.33
Library $37.24 $36.62 $36.76 $38.28 $39.62 $39.42
Capital $8.22 $8.11 $1.46 $0 $8.01 $8.20
Debt Service $30.56 $30.13 $30.02 $30.65 $30.21 $33.88
Total Tax Levy $604.01 $600.27 $612.13 $638.80 $646.75 $661.83
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aud the General Fund in that up to 18% of these revenues go into the General Fund, with the
majority, 82%, going to the Capital Funds.

Utility Tax Equivalent

The Franklin Water Utility makes a payment instead of property taxes, as the Public Service
Commission requires, by applying the local municipal and school tax rates against the total
value of the Utility plant in service and infrastructure. As the plant in service has grown due to
the continued development in the City, this revenue has also increased. Much of the plant value
added has been contributed by developers, Tax Incremental Financing Districts, and projects
at least partially funded by special assessments. For 2025, that payment is estimated at

$877,200. The Water Utility is currently working on the new water tower project located on S.
Lovers Lane, which will raise this payment to the City.

Hotel/Motel Room Tax

Hotels and motels charge a room tax that benefits the City of Franklin. The development of a
hotel on South 27th Street resulted in the City receiving increased room taxes starting in 2009.
A second hotel opened in July 2015 near S. 76th Street and W. Rawson Avenue. The 2015-16
state budget included a provision that directs a portion of this revenue to tourism beginning in
2017. In 2016, before the new restriction, this revenue provided $327,191. In 2021, the City
raised the tax rate from 6% to 8%, effectively increasing the rate by 33%. For 2025, the General
Fund revenue is capped at $153,180, with the balance directed to the Franklin Tourism
Commission. The addition of hotels has allowed the General Fund portion of the Hotel/Motel
Tax to increase slightly and could see further increases in the future.

Cable Franchise Fees

The City charges a franchise fee on cable television services which has decreased recently.

Declining trends in the number of cable subscribers have impacted this revenue. For 2025, that
fee is estimated at $300,000.

In the 2019-20 State Budget, the legislature lowered the cable tax rate from 5% to 4%,
beginning in January 2020. A new state aid was created to replace the impact of the tax rate
reduction. The combined effect is zero, while the fees appear to decline and Intergovernmental

Revenues increase. That revenue is expected to be $90,880 in 2025, which is slightly lower
than the previous year (98,500).

State Shared Revenue

State Shared Revenue is based on a formula that considers per capita and aidable revenue
factors, including the City's relative property value and local revenue generated. During recent
years the State has either not increased or has decreased the amount received. In 2023, the
City received $398,460; in 2024, shared revenue increased due to legislature implementing
Act 12. Municipalities will now receive additional supplemental municipal aid as long as they
maintain specific levels of service within the public safety depariments. In 2024, the City
received an additional $858,380 in shared revenue, totaling $1,291,730. In 2025, shared

revenue is estimated to be $443,285 in municipal aid and $878,125 in supplemental municipal
aid, totaling $1,321,410 (2.3% increase).
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The State provides Expenditure Restraint payments to communities that limit their General
Fund spending to a specified percentage increase over the prior year. The percentage limit
considers inflation and growth in new construction in the City. Communities are only eligible for
their equalized tax rate over 5 mils, at least $5.00 per 1,000 assessed value. In 2015, the City
of Franklin received more than $284,000; however, it ceased receiving this aid beginning in
2022, when its equalized tax rate dipped below $5.00 per thousand of value.

The State provides General Transportation Aids to local communities. These aids are based
on a formula established by the State that considers the cost of maintaining the City’s
transportation system, including maintenance, traffic enforcement, and capital street
construction costs. This formula uses Franklin’s highway expenditures over a rolling 6-year
period in determining the aid amount. In 2019, the City of Franklin received $1,220,846. For
2024, transportation aids are set at $2,020,966 — a 65% increase. GTA funding is released in
mid-October each year (with final numbers released in December), so the 2025 amount will be
determined at that time, and the budget will be adjusted if needed. Street improvements in
several of the City’'s Tax Incremental Financing Districts will impact transportation aids for

several years. Beginning in 2019, only a portion of this Aid funds the General Fund operations,
with the balance supporting the Street Improvement Fund.

A 1997 legislative change exempted business computers from being subject to property tax. it
also provided for a state aid payment to municipalities to offset the loss of this income. The
Legislature froze the program in the 2017-18 budget, with a 1.47% increase in 2019 from 2018
levels. In the same budget, a new class of personal property was exempted, with a new
Personal Property Aid payment. However, the new aid payment reduces the allowable levy
increase dollar for dollar. For 2022, the exempt computer aids are $4350,802, an increase of
approximately $4,130 due to the closure of TID #4 (which terminated in 2023), and the exempt
personal property aid is approximately $95,630. The 2023 Wisconsin Act 12 legislative change
repealed the remaining personal property tax and created a state aid program designed to
reimburse municipalities for the lost personal property tax revenue. This change increased the
amount of Personal Property Aid by adding an additional aid payment annually, beginning in
2025. The 2025 payment is estimated to be $210,947. This legislative change does include an
aid payment to any Tax Incremental District that had personal property in it.

Overall, support from the Intergovernmental Revenues has remained fairly stable over the last
few years, however, the City saw a generous increase in 2024 mainly coming from the increase
in supplemental shared revenue, as noted above. Additionally, the City will now see an
additional intergovernmental revenue supported through legislative change Act 12. Generally,
Franklin's shared revenue per capita is near the very bottom for cities of a similar size in the
State, which relates to the higher per capita income and lack of utility property in the City.

Licenses and Permits

The City issues numerous licenses and permits in performing its regulatory functions, such as
building, electrical, plumbing, liquor, bartender, peddler, food, pet, contractor, and others. Most
such revenue items do not fluctuate greatly from year to year, and in some cases, change is
limited by state statutes. The primary revenue in the permit category, making up approximately
80% of the category, is building, plumbing, and electrical permits. The 2025 budget anticipates
$990,000 in Building, Plumbing, and Electrical permit revenues. That compares to $985,000
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Charges for Services

This revenue includes charges for the use of City services. The primary revenue in this category
is generated from ambulance services (55%); planning, engineering, and administrative fees:
and charges to developers in connection with development agreements.

2025 ambulance fees are estimated at $1,600,000; this is budgeted as a increase compared
to the 2023 revenue based on the revenues booked to date in 2024. Additional senior housing
projects, if built, are expected to impact future ambulance revenues.

In 2024, Landfill siting revenues dedicated to the General Fund increased slightly from the 2024
budgeted $445,000 and will be estimated at $477,000. This is a conservative estimate as actual
landfill siting revenues have been favorable to the 2024 budgeted amount. The Common
Council directed that up to 20% of expected Landfill Siting revenues be dedicated to operating
activities. See below for further discussion of Landfill Siting revenues.

Landfill Siting Revenues

The granting of a landfill license to Waste Management, in 2010, by the Wisconsin Department
of Natural Revenues saw the beginning of new revenue for the City and surrounding
communities. A Landfill Siting Agreement was completed, requiring a payment for each ton of
fill going into the site, which is shared as 75% to the City of Franklin, as the home City, and the
remaining 25% to six other communities. The initial license was for 1.2 million tons. 2018 the
first expansion license was obtained, expanding the landfill by 9 million tons. With that
expansion, the fee increased by 25%. Waste Management controlled the material accepted
until the expansion permit was obtained. Revenues in recent years are listed here:

2019 - $2,593,804
2020 - $2,321,287
2021 - $2,515,603
2022 - $2,580,935
2023 - $2,547,823
2024 - $2,550,000 — Budget
2025 - $2,650,000 —- Budget

This revenue will end when the landfill license is exhausted, so limiting the funding of current
operations to 20% of revenue is a prudent way to ensure that City operations do not become
too reliant on the revenues. As noted earlier, the City uses the other 80% of the funding for
capital projects. The site has the potential for 19 million tons of waste, assuming one additional

9-million-ton license renewal, so it is expected that these revenues will be available for quite a
number of years into the future.

Intergovernmental Charges for Services

In addition to the Emergency Medical Services revenue included in charges for services above,
a Milwaukee County subsidy is received toward providing the service. In 2012, the County
negotiated a three-year agreement that has Franklin receiving $125,000 per year in Emergency
Medical Service aids. For 2025, revenues are expected to be $220,000. As noted, this revenue
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is subject to adjustment and reductions, and should be monitored for its impact on the General
Fund in the future.

In 2015, the Franklin School District resumed a program of a School Liaison Officer and
contributes the majority of the cost of an officer who primarily works at the School District. This
program is expected to continue in 2025.

Interest Revenue

Investment earnings is one, of two, main revenues in this category. Short-term investment
returns rose rapidly in 2018 and 2019. Economic pressures related to the COVID-19 pandemic
pushed rates back toward zero; however, 2022 has brought increases to the interest rates.
This revenue will follow market interest rate movements.

Another component of investment result is realized and unrealized gains/losses on fixed
income investments. The City’s investment policy limits the term of investments to a maximum
of seven years. That provides downside protection from investment losses related to longer
duration securities. Investments are reflected at market values generating unrealized gains and
losses. However, as investments are anticipated to be held to maturity, unrealized losses are
not expected to be realized, barring any premature forced sale for an emergency.

The last major component is interest charged at the statutory rate of 12% per annum on
delinquent property taxes. The City retains any interest collected before it turns over
uncollected Real Estate Tax Bills to Milwaukee County in August of each year. Personal

Property Tax Bills are retained and pursued for collections by the City due to a 2011 State law
change.

Miscellaneous Revenue

Water Tower rentals to cell phone companies and insurance dividends are the main
components of miscellaneous revenue. This category is budgeted conservatively as the
revenues collected vary more than other revenue categories.
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Public Safety

Public Safety includes Police, Fire, Public Fire Protection, Inspection Services, and Weights

and Measures. Its expenditures comprise approximately 66.3% of the General Fund
Expenditure Budget.

Public Works

Public Works include Engineering, Highway, Street Lighting, and Weed Control. Public Works
Expenditures comprise approximately 14.9% of the General Fund Expenditure Budget.

Substantial expenditures in these budgets include the cost of road salt and fuel and the labor
cost to provide the services.

Health and Human Services
Health and Human Services is comprised of Health and Animal Control Expenditures, which

equate to approximately 2.6% of the General Fund Expenditure Budget. The pandemic
emergency in 2020 demonstrated the impact of these services on the community.

Culture and Recreation

Culture and Recreation expenses are comprised of the Parks and Recreation expenses. These
include amounts paid for St. Martin’s Fair and Civic Celebrations. Cuiture and Recreation
Expenses amount to approximately 1.3% of the General Fund Expenditure Budget.

Note: The Parks Budget is included in the Annual Budget under Public Works due to reporting
authority.

Conservation and Development
Conservation and Development are comprised of economic development and Planning
functions. Conservation and Development expenditures comprise approximately 2.7% of the

General Fund Expenditure Budget. In 2016, the City added a full-time economic development
director to foster greater development.

Transfers and Contingency

Transfers relate to the General Fund's contributions to Recreation Departments and periodic
one-time uses of excess General Fund monies for capital expenditures.

Contingency includes a provision for unexpected expenditures and to provide Restricted
reserves for emergencies, such as the 2020 Pandemic.

General Fund Expenditures by Functional Category
The 2025 General Fund Expenditure Budget is presented by functional categories on the

following page. Salaries, wages, and benefits comprise approximately 73.6% of the General
Fund Budget.

Wages and benefits have grown from $19.03 million in 2016 to $25.11 million in 2025, or 32%,

which equates to 3.2% per year on average. There are no additional FTE increases in the 2025
Mayor's Recommended Budget.
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