
DEBT SERVICE
FUND 31

The City's Debt Service Fund manages the payment of debt service on all general obligation
debt issued for City purposes. Debt service for Tax Increment Financing Districts (TIO) and
Utility funds is accounted for separately.

Although TIO debt is tracked separately, it remains a general obligation borrowing, meaning
the City is ultimately responsible for repayment if a TlD's revenues, such as TIO increment or
other related sources, are insufficient. While a TIO is active, overlapping taxing authorities
forgo their share of taxes to support TIO projects. However, if a TlD's statutory life expires
with outstanding debt and insufficient revenue, the City's debt service tax levy becomes
responsible for covering the remaining obligations.

The primary funding sources for general obligation debt issued for government purposes
include:

• Property Tax Levy
• Special Assessments: Collections for public improvements, excluding water and

sewer, where property owners are assessed a pro-rata share of the project cost
financed through general obligation debt.

• Impact Fees

The City's net general debt can fluctuate significantly. The net general debt supported by the
Debt Service Levy, excluding TIO and Utility debt, is expected to decline to $8.475 million by
December 31, 2024, from a high of $13.1 million in 2017. However, the City borrowed $1.88
million in General Obligation Debt in 2024 and anticipates borrowing an additional $2 million
for capital projects in 2025.

Outstanding General Obligation Debt (as of December 2024 and December 2025):

Amount Outstanding 2024
$67,311,834 - By Purpose

■ General ■ TID • Water • Sewer

Amount Outstanding 2025
$64,237,553 -By Purpose

• General ■ TID ■ Water ■ Sewer

As noted, TIO debt represents the most significant component of the City's general obligation
debt capacity. Over the past five years, TIO debt has increased significantly due to several
new TIO projects, including Ballpark Commons (TIO #5), Velo Village (TID #7), Bear
Development (TIO #6), the new Corporate Park (TIO #8), and the development surrounding
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Carma Labs (TIO #9). By December 31, 2025, the total TIO general obligation debt is
expected to reach $39.5 million.

Based on the schedule of debt maturities, the total general obligation debt for City purposes
as of December 31, 2024, stands at $67.3 million, which includes TIO and Utility debt. The
breakdowns are as follows:

• $41 .695 million in TIO debt
• $13.5 million in Sewer Utility debt
• $8.475 million in general government debt
• $3.579 million in Water Utility debt

As of December 31, 2024, the City's total outstanding debt represents 22.03% of its legal
debt limit, defined by Wisconsin Statutes, which set the legal debt capacity at 5% of its
equalized property value. At the end of 2024, the total debt-to-equalized-value ratio is
projected to be 1.08%.

City of Franklin Projected Debt Balances
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The City amended its debt policy through Resolution 2019-7532 in August 2019, establishing
a self-imposed limit on the amount of outstanding debt the City can carry at any given time.
This policy restricts outstanding debt to 40% of the legal debt limit defined by Wisconsin
Statutes. As of December 31, 2024, this self-imposed limit was $122.8 million, projected to
rise to $125.0 million by the end of 2025.
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The City's debt policy also outlines key financial targets related to its outstanding debt. As of
December 31, 2024, the City's performance against these targets is as follows:

• At least 70% of the outstanding debt due within ten years: The City exceeded this
target, with 76% due within ten years.

• Maintain an Aa2 credit rating: The City maintained its Aa2 credit rating, reflecting its
strong creditworthiness.

• No more than 20% of the total tax levy for debt service: The City kept debt service
to 5.13%, well within the policy limit.

Recent Debt Issues (by year of issuance): The City has issued several debt instruments in
recent years to finance capital projects and support the City's infrastructure and development
needs. Each issuance is described below:

• 2016: Refinanced a 2007 debt issue with a $5.77 million obligation, realizing $389,894
in future savings.

• 2017: Issued $1.63 million in new debt (Issue 2017B) to fund 2018 Capital
Improvement Fund projects.

• 2018: Issued $23.48 million in Taxable Anticipation Notes (Issue 2018A) to support
TIO #5 projects.

• 2019-2020: Issued various bonds to refinance debt and fund infrastructure for multiple
TIDs.

• 2021: Issued $6.51 million to finance capital projects and sewer lift station
replacements.

• 2023: Issued $5.33 million in tax-exempt notes for capital and water tower projects.
• 2024: Issued $1.88 million for public utility and infrastructure in TIO #9.

Recent debt issues by year of issuance are illustrated described below:

Franklin - New Debt by Type
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In 2016, the City refinanced a 2007 debt issue with a new $5.77 million obligation (Issue
2016A), resulting in future savings of $389,894. The final due date for this refinancing was
March 1, 2021.

In 2017, the City issued $1.63 million in new debt (Issue 2017B) to fund 2018 Capital
Improvement Fund projects.

In May 2018, the City issued $23.48 million in taxable Anticipation Notes (Issue 2018A) to
support TIO #5 projects, with the entire note due by March 2023. In February 2019, $10
million was refinanced, followed by an additional $4 million in March 2020, with the final piece
of permanent financing for TID #5 completed in 2020.

In February 2019, the City issued $13.685 million in taxable bonds (Issue 2019A), which
refunded $10 million of the 2018 Anticipation Note with a new 13-year bond for TID #5.
Additionally, $3.005 million was allocated for a developer's grant in TID #3, payable over four
years.

Also, in February 2019, the City issued $6.35 million in tax-exempt 15-year bonds (Issue
2019B) to finance infrastructure in TID #6, a new industrial park established in October 2018.
An additional $3 million was financed to cover the remaining infrastructure costs in TIO #6.

In December 2019, the City issued $12.47 million in Taxable General Obligation Bonds
(Issue 2019C), which included $3.225 million for infrastructure in TID #5, $4.045 million to
refinance a portion of the 2018 Anticipation Notes, $2.06 million for infrastructure in TID #7,
and $3 million to provide a ten-year mortgage in TID #7.

In December 2019, the City also issued $2.285 million in tax-exempt General Obligation
Notes (Issue 2019D) to finance 2019 Capital Improvement Fund projects.

In December 2020, the City issued $9.5 million in taxable bonds (Issue 2020A) to refinance
the balance of the 2018 Anticipation Notes and $3 million in tax-exempt bonds (Issue 2020B)
to finance the remaining infrastructure commitment in TID #6.

In 2021, the City issued $2.045 million in tax-exempt notes (Issue 2021A) for capital projects
and a $6.51 million bond (Issue 2021B) to finance a replacement sewer lift station in the
industrial park, along with $3.505 million for infrastructure in TID #8.

In 2023, the City issued $5.33 million in tax-exempt notes (Issues 2023A & 2023B) to finance
capital projects and a $2.995 million bond (Issue 2023A) for a water tower project.

In August 2024, the City issued $1.88 million in tax-exempt notes (Issue 2024A) to finance
public utilities and infrastructure in TID #9.
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The City traditionally issues debt every other year, a practice that will continue. However,
starting in 2025, additional borrowing is recommended to address capital needs, including
existing deficiencies and growth. Future debt will be partially offset by repayment of
outstanding debt scheduled during this period. The increased level of development,
especially involving the Water Utility and TIDs, may cause debt levels to rise and necessitate
reconsidering the internal debt limit. The City may also consider utilizing revenue bonds
instead of general obligation debt for significant utility improvements.
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