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WISCONSIN

September 15, 2020

Mayor's Recommended 2021 Budget
Transmittal Letter andExecutive Summary

PeggyA. Steeno, CPA, MBA
Director ofAdministration

Honorable Mayor and Common Council:

I am please to transmit, for your consideration, the Mayor's Recommended 2021 Budget. The
budget includes: the general fund, special revenue funds, capital funds, the debt service fund,
tax incremental financing district funds, and an internal service fund. Two funds, the Self
Insurance Fund and the Sewer Fund, will be provided as additions to the draft budget in the
coming days. Also, due to the timing of the budget release, which is prior to all final information
being received from the State, we should expect minor changes throughout the process, as
those final numbers arrive.

2021 Budget Priorities IGuidingAssumptions IStrategies
Establishment of prudent, fiscally responsible budget
The overriding theme of the budget preparation process has been to focus on continuing the
work done in prior years to maintain a prudent and fiscally responsible budget, while ensuring
that we are able to continue providing the high-quality services our citizens, community partners,
business owners, and visitors have come to expect.

Ongoing, known challenges
There are a number of ongoing, known challenges that the City is faced with each year when
establishing a budget as well as throughout the year while carrying out operations under the
established budget. First, the challenge is to find a balance between the number and level of
services provided compared to the costs to provide those services to ensure that taxpayers
receive a reasonable and fair value for their tax dollars. Next, there are numerous restraints at
the State level, including: levy limits; expenditure restraint limits; shared revenues (transportation
aids, property tax aids, and exempt computer aids), which are not always fully funded;
marketplace pressures; economy-based pressures; and political pressures. All of these limits,
restrictions, and pressures affect the City's operations each and every year, thus making it more
challenging every year to arrive at a balanced, workable budget.

Unique Challenge
One of the other main themes in preparing the 2021 budget has been uncertainty. With a very
unique challenge occurring in 2020, namely COVID-19, there have been a number of changes in
how we serve our customers and do business. While the pandemic has definitely had an impact
on how the City has provided services, it has not prevented high-quality services from being
provided on a consistent basis Working for a City, being deemed essential, and providing



critical services, is a tall order, whether it be Health Services, Public Safety, Elections, Public
Works, or other Departments working to continue on with other needed City services. Our
employees have not skipped a beat in carrying out all of these critical services at a very high
level, which is something we can be particularly proud of. Thankfully, the City of Franklin, as an
employer, has been able to meet these challenges, without a substantial added burden on the
taxpayers. With the help of our partners in the State and Federal Government, additional
resources have been made available to assist in combatting the pandemic. In fact, current
projections show the City ending 2020 in a favorable financial position.

The recommended 2021 budget assumes that there may still be a considerable amount of
uncertainty in 2021, and reflects the following: (1) some expected, reduced revenues, (2) a level
of planning that is currently being done to address technology-related strategies that will be
needed if/when operations need to be altered in the future, (3) a level of conservatism in case
some additional funds are needed unexpectedly, (4) the possibility that, in the event things spin
out of control, as they did at the beginning of the pandemic, additional resources may again be
forthcoming from our partners at the State and Federal level, (5) the prospect of being able to
reserve some amount of available, 2020 year-end surplus, that could be used in 2021 for
emergency actions, without needing to dip into our fund balance, and, as a last resort, (6) fund
balance may need to be used, as the pandemic certainly qualifies as a 'one-time, temporary
event' in which utilizing fund balance is found to be acceptable. In addition, staff has not
included any unfunded requests in the 2021 recommended budget that would need to be paid
for with contingency (i.e. fund balance).

Maintaining City services, protecting City assets, using resources responsibly
As a service organization, our employees are our largest asset, which we rely on heavily to
provide high-quality services throughout the City. As such, we must attract, support, develop,
and retain strong, productive employees to perform those services. While there is a separate
set of rules, in the form of bargaining agreements in place for certain Police and Fire employees,
it is important for us to remember that all of our employees play a vital role in making the City
successful, and any one group should not be considered less valuable than another. To that
end, and knowing that it has not always been possible over the past nine years, this budget
includes comparable pay and benefits for all employee groups to the extent possible. Also, in
regard to staffing, a significant assumption is that, with the limited resources and tight
restrictions, it is unlikely that additional permanent positions could be added to the City's
organizational chart at this time even though most departments are running extremely lean, and
undeniably have the need for additional labor hours in order to accomplish all of the duties and
tasks under their responsibility. To bridge this gap, there have been some temporary help
positions added, for 2021 only, in the areas of Public Works/Parks and Planning to ensure that
necessary services, duties, and tasks are completed.

With respect to other operating costs, the goal throughout the process has been to review
everything, in detail, finding ways to trim costs without compromising service levels. Staff has
and will continue to consider options, including: consolidating services; adopting feasible new
technologies to provide services in a more cost-effective manner; contracting for services in
areas and projects in which special expertise is needed, full-time staffing is not feasible or
required in the long-term, and it is the most cost-effective way to successfully accomplish the
task/project, and other workable methods to meet the needs of the community.

In regard to capital items, a large part of the City's budget, each request was reviewed on a
zero-based budget approach. This means that each capital request was reviewed on its
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individual merits, without consideration to how much a department budgeted and received for
capital in previous years This strategy was utilized due to the substantial impact and cumulative
effect that deferred capital projects have on operating costs due to maintenance and upkeep.
For example, keeping a snow plow in service for too long could be costing the City more than
investing in a new snow plow in the long run, and likewise for other equipment, infrastructure,
and improvements.

Managing Debt
The City of Franklin holds a very positive debt rating, Aa2, as was confirmed by the most recent
debt issuance in 2019. Per Moody's, the City's bond rating agency, the Aa2 rating reflects the
City's expanding, wealthy tax base; healthy operating reserves and liquidity; and a modest
pension burden. It is important for the City to monitor its debt activities closely, in order to
maintain its strong rating.

As the City has completed a number of development agreements in recent years, there has
been a considerable amount of debt taken on, as well as committed to in the near future, to
accommodate the execution of those agreements. As a result of this, the City's debt burden,
along with its exposure, has grown considerably, although it currently remains below the City's
self-imposed, internal limit of 2% of the City's equalized value (40% of the limit prescribed by
law), which equates to approximately $91.8 Million outstanding at any given time. This is
considerably lower than the statutory limit of 5% of the City's equalized value, which equates to
approximately $229.4 Million. However, please note that, in the marketplace, a municipality that
limits itself to utilizing 50% or less of its capacity, which equates to approximately $114.7 Million
in the City's current situation, is viewed as favorable.

With the City's expected debt position at the end of 2020, and a margin of indebtedness of
approximately $27.2 Million below the internal debt limit, it is important to note that great care
must be taken when committing to the future use of debt, with an eye on additional exposure as
well as future needs, so as not to exceed the limits, or if it chooses to change the internal limit, it
does so purposefully and knowingly.

In addition, the new debt planned for 2021, all currently slated to be issued as general obligation
debt, backed by the full faith of the City, includes the following: (1) $2 Million for City capital
needs, per the City's plan to borrow funds for capital needs on an alternative year basis; (2) $9
Million for tax incremental financing purposes, specifically for infrastructure and development
incentives; (3) $3 Million in Sewer debt, to fund the proposed lift station; and $2 Million in Water
debt, to partially fund a new water tower, for a projected total of $16 Million in new borrowing in
2021.

Ensuring long-term fiscal health
A major indication of the City's long-term fiscal health is the size of its general fund, fund balance
it maintains over time, in comparison to its annual expenditures. Having an appropriately-sized
fund balance is critical for many reasons, including: (1) illustrating to bondholders that the City is
fiscally responsible and Is worthy of their investments, (2) lowering the City's exposure with
regard to unexpected emergencies and disasters, (3) allowing for adjustments when needed for
sudden decreases m revenue or unexpected increases in expenditures, (4) savings for a large,
future initiative or project that cannot be funded on an annual basis, and (5) having the security
of available funds that are not planned to be used As of the end of 2020, the fund balance may
be more than 30% of 2020 planned expenditures This is a strong indicator of self-restraint and
foresight exercised by the City in the past, and something we need to continue into the future
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With the City's current Fund Balance Policy requiring a range for fund balance between 20% and
30% of the current year's budgeted expenditures, the end of 2020 may present an opportunity
for the City In that it could decide how to utilize any funds greater than 30% of expenditures. Per
the established policy, these funds would be utilized for expenditures that are of a one-time
nature and do not require repeated resources to maintain expenditures. This could include
options such as: (1) a deposit to our OPEB trust, (2) use of the funds for capital items in lieu of
borrowing, or (3) another similar purpose.

By establishing and working through all of these priorities, guiding assumptions and strategies,
and working closely with the departments to identify areas where adjustments could be made
without over compromising the 2021 plan, a balanced, responsible budget was arrived at.

Major Highlights of the 2021 RecommendedBudget
• All currently provided City services are maintained, with no reduction in staffing.
• Levy increase of $176,200 - Increase only to the extent of new growth which does

not increase the overall tax burden to property owners (i.e. increase equal to
increase in value due to net new construction only).

• City of Franklin, local share only, equalized tax rate of $4.97 per thousand dollars of value
- This is a $0.19 decrease compared to the 2020 equalized tax rate of $5. 16 per
thousand dollars of value.

• City of Franklin, local share only, assessed tax rate is to be determined when the final
assessment numbers are received from the State, likely in late October.

• A substantial reduction in shared revenue from the State for participation in the
expenditure restraint program. While the City continues to meet the expenditure limitation,
the aids are unavailable to communities with a tax rate of less than $5 per thousand
dollars. The average 5-year history of these aids to the City 1s approximately $170,000.

• Fully balanced budget with no planned use of fund balance.
• General fund revenues increased by $239,838 compared to the 2020 budgeted revenues.
• General fund expenditures decreased by $23,952, compared to the 2020 budgeted

expenditures, net of restricted contingency and transfers out.

• General fund personnel costs decreased by $232,031, compared to the 2020 budgeted
personnel costs, due to un-funding a previously funded position in Administration,
appropriately allocating costs according to the purposes they are expended for in the
areas of Utilities and Health Insurance, and a credit to the general fund for health
insurance savings.

• A funded reserve, in the amount of $200,000, has been included as part of the City's
succession plan, acknowledging that we have a very seasoned workforce, and a
substantial number of employees, across all departments, who are of retirement age.
These funds will assist the City in maintaining required staffing levels, funding the
separation costs so that positions do not need to be held open for a period of time, as we
experience larger than normal turnover, which is expected to last approximately 5-7
years.
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• With a goal of lowering overall plan costs, adjustments to the health insurance benefit are
being made to shift the focus to attacking the cost of clamms and engaging employees to
do the same.

• An adjustment to the OPEB Trust and the general fund to account for investment
management services provided by a general fund employee.

• Hotel/Motel tax is adjusted from 6% to 8%. An increase is anticipated In the amount of
approximately $121,000 for Tourism only, based on pre-COVID-19 revenues.

• New borrowing across all funds is projected to be $16 Million, including: $2 Million for City
capital needs, per the City's plan to borrow funds for capital needs on an alternative year
basis; $9 Million for tax incremental financing purposes, specifically for infrastructure and
development incentives; $3 Million in Sewer debt, to fund the proposed lift station; and $2
Million in Water debt, to partially fund a newwater tower.

• No change in the solid waste fee is projected for 2021

• The sewer fee is expected to increase in 2021, amount to be determined, due to the
construction of a new lift station.

2021 Budget and Operational Focuses
• Growth/Development - Smart City growth is imperative to our future. The City has been

working on this for a number of years, and will continue to do so in 2021. Fully evaluating
proposed developments, and searching out and pursuing desired developments, based
on City plans and goals, needs to be the continued focus. This includes finding a balance
in how the City encourages development, and the need to fund improvements for growth
to occur, while understanding that additional resources are not available until sometime
after the development occurs.

• Creating and implementing a plan to address City-wide aging infrastructure - This
initiative was started in 2020, by partnering with a consultant to review the condition of the
City's infrastructure. In 2021, the goal will be to use those results to create a long-term,
cohesive, City-wide replacement/improvement plan, and an accompanying responsible
financial model to properly execute the plan.

• Determination of the City's future water source - This initiative, which started a number of
years ago, will be an ongoing focus in 2021 to ensure that the City's future is secure with
regard to this critical resource.

• Attracting/maintaining a high-quality workforce - With today's workforce being more
mobile than ever before and the local economy being pushed to its limits with regard to
the number of available, qualified employees, it is important that the City focus on this
area to ensure the continuity of services moving forward, including the following
initiatives:

o Succession Planning - With so many seasoned employees who are reaching
retirement, it is important to establish and execute a plan to backfill positions as
needed, so that positions do not need to be held open for a period of time,
including a transition strategy, attraction strategy, and training and development
strategy. Also, in lieu of immediately replacing a recently retired Accountant in the
Finance Department, the plan is to hold that position open until the middle of 2021,
when a 'Finance Director in Training' will be hired to work with the current Finance
Director in his last year of employment, prior to retirement, to ensure a smooth
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transrtion for this critical position Then, once the incumbent Finance Director
retires, which is planned to occur in 2022, the 'Finance Director in Training' will fill
the Finance Director position, and the Accountant position will be filled.

o Continual review ofpay and benefits - Focusing on how to better spend our labor
and benefit dollars to maximize the return on investment, as well as ensuring that
we are in line with comparable employers, is an important ongoing initiative. This
includes: employee engagement and participation in containing health insurance
costs, surveys among comparable employers, policy review and updates, and
performance evaluations.

o Implementation of the merit pay element of the authorized classification and
compensation plan - The current classification and compensation plan, that was
approved approximately 5 years ago, includes a merit element that allows
employees, through performance, to achieve a placement over the 65% level in
their pay grade; however, no merit plan has been developed to date, which is
creating an issue with retention. Since there was $36,600 budgeted for this
purpose in 2020, which remains unused due to the absence of an operating merit
plan, these funds will be requested for carryover, to use in 2021, once a prudent
plan has been authorized by the Council.

• Focus on operational efficiencies / evaluation of services provided - There will be an
ongoing focus on how we can continue providing high-quality services, with limited
resources, getting tighter each year. This includes: rethinking how we provide services;
prioritizing the services provided, based on the community's needs; utilizing technology
when possible to supplement and sustain services; searching out public/private
partnerships to fill gaps, and making the best use of our resources as possible, to obtain
the best return.

Strengths/Opportunities
• Developable land - Developable land is something not all communities have. This is a

great feature for the City, allowing the City to plan and execute smart growth, providing
additional amenities as well as spreading costs over more value.

• Funding for capital items - While the budget continues to get tighter and tighter, the City
has been able to accomplish something that other cities have not-continuing to fund a
large portion of its capital needs through the tax levy and landfill siting fees. The City
made some excellent choices with regard to the landfill located in Franklin. The landfill
siting fees received by the community have been instrumental in addressing capital
needs. We need to continue to carefully consider the use of these funds on an ongoing
basis, and understand that these revenues will likely sunset in 20-30 years.

• Impact Fees / Improvements - Continued planning and execution of desired and required
improvements, due to growth, needs to remain hgh on the City's list of priorities.
Coupling these fees wrth other available resources to build what is needed for the
community 1s an economical way to make needed improvements a reality.

• Other Post-Employment Benefits (OPEB) Trusts - The City continues to be diligent in its
funding of these future obligations, but needs to keep this on the radar as additional funds
are available so as not to get into a position where funds are needed in the trusts at times
when the City is not in the position to contribute
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Next Steps
• Finance Committee review of the budget - four meetings planned:

o Tuesday, September 228, 4 PM - Introduction of 2021 Budget for all funds,
revenues and expenditures, cost allocations, personnel head counts & additions

o Thursday, September 24", 4 PM - Capital & Operating Budget - Public Safety,
Health, and Conservation & Development

o Tuesday, September 29", 4 PM - Capital & Operating Budgets - Public Works,
General Government and Recreation

o Thursday, October 1, 4 PM- TIDs, Solid Waste, Sewer, Debt Service, Total Tax
Levy and Tax Rates

• Council discussion/decision regarding Finance Committee recommendations and initial
changes to the budget - October6

• Hearing Notice published on October 28, on the then current budget details
• Continued deliberation of the proposed budget - October 6h- November 17th

• Council consideration of the 2021 Proposed Budget - November 17th

Closing Remarks
This budget, under the Mayor's direction and guidance, is the result of a thorough review of
sources and uses, careful consideration of current and expected spending, and a number of
compromises, with the focus being how to serve the community in the most favorable way. It is
through a lot of hard work, resolve, and follow-through that we arrived at a prudent, fiscally
responsible plan for 2021.

The Mayor and I would like to thank all of the departments for their leadership, diligence,
cooperation, and willingness to make some very difficult, unselfish decisions in order to present
a fiscally responsible budget to the Council. A great deal of ingenuity was used to maintain
necessary service levels, while keeping the budget changes to a minimum in the face of so
many restrictions and limitations, as well as the uncertainty.

Special thanks are extended to Finance Director, Paul Rotzenberg, and his staff, as well as Lisa
Huening, for all of their hard work in preparing this budget document.

Staff will be as responsive as possible as we work our way through this year's process leading
up to the Council's consideration of the budget on November 17th. We look forward to working
together to establish a well thought out, productive 2021 plan which reflects the values and
serves the needs of the community.

Respectfully Submitted,

Peggy Steeno, CPA, MBA
Director ofAdministration
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Budget Process and Calendar
Pursuant to Section 13-2.A of the Municipal Code of the City of Franklin, each year, the
Mayor presents a budget timetable to the Common Council no later than March 1st, for
review and approval by the Common Council. Each year, the Mayor, with the assistance
of the Director of Administration, Director of Finance and Treasurer, and all other
department heads, is responsible for the preparation of the Mayor's Recommended
Annual Budget, presenting a financial plan for conducting the affairs of the City for the
ensuing calendar year, and submits rt to the Committee of the Whole for its review and
recommendation. Upon ,ts review of the Recommended Budget, the Committee of the
Whole submits its proposed budget to the Common Council for review and approval.

The annual budget includes.

• Expenses of conducting each department and activity of the City for the ensuing
fiscal year and corresponding items for the current year and last preceding fiscal
year, with reasons for increase and decrease recommended as compared with
appropriations for the current year.

• An itemization of all anticipated income of the City from sources other than general
property taxes and bond proceeds, with a comparative statement of the amounts
received by the City from each of the sources for the last preceding and current
fiscal year.

• An itemization of the amount of money to be raised from general property taxes,
which, with income from other sources, will be necessary to meet the proposed
expenditures

• Any other information required by the Council and State law.

As required by law, the Common Council holds a public hearing on the proposed budget
before final approval.

After approval of the annual budget by the Common Council, the amount of the tax to be
levted or certified and the amounts of the various appropriations and the purposes thereof
cannot be changed except by a two-thirds vote of the entire membership of the Common
Council. Notice of such amendment is to be given by publication within 10 days thereafter
in the Official City Newspaper.

No money is to be drawn from the treasury of the City or any obligation for the expenditure
of money be incurred except in pursuance of the annual appropriation in the adopted
budget or when changed as authorized At the close of each fiscal year, any
unencumbered balance of an appropriation reverts to the general fund and is subject to
re-appropriation. Appropriations may be made by the Common Council, to be paid out of
the income of the current year, for improvements or other objects or works that will not be
completed wtthmn such year, and any such appropriations continue until the purpose for
which it was made have been accomplished or abandoned
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CITY OF FRANKLIN
2021 ANNUAL BUDGET

BUDGET PREPARATION TIMETABLE
February 17, 2020

Monday, February 17 Common Council approved 2021 Budget preparation
schedule

Monday, July 6 Committee of the Whole - Identify and Provide Direction on
Major Budget Issues

Tuesday, September 15 Presentation of Mayor's Recommended Budget to Common
Council

Wednesday, September 16
to Monday, October 5 Aldermen may contact department heads with budget

questions

Monday, October 5 Committee of the Whole Agenda item: Review of Mayor's
Recommended Budget

Tuesday, October 6 Alternate day for Committee of theWhole meeting and budget
discussion in conjunction with regular Common Council
meeting

Friday, October 16 Last day for budget changes to be included in the Public
Hearing notice

Wednesday, October 21 Preparation of Budget Public Hearing Notice

Wednesday, October 28 Publication of Preliminary Budget and Hearing Notice

Monday, November 2 Committee of the Whole meeting available for discussion of
any budget
Topics as may be needed

Tuesday, November 3 Regular Common Council Meeting, discussion of the 2021
Budget

Tuesday, November 17 Regular Common Council Meeting: Public Hearing on the
Annual Budget and Adoption of 2021 Annual Budget. [Note:
The late date does not provide an opportunity for delay of
adoption without a special meeting soon thereafter.]

Note: Subsequent actions that may affect the Common Council's regular meeting
schedule may impact this calendar.
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Council Changes to the Timeline - Approved in May 2020

Finance Committee will review the budget and make recommendations to the Common Council

Four meetings planned:

Tuesday, September 229, 4 PM

Thursday, September 24", 4 PM

Tuesday, September 29", 4 PM

Thursday, October 15\ 4 PM

Tuesday, October 6", 6:30 PM

October 6"- November 17h

Wednesday, October 28th

November 17th, regularly scheduled
Council Meeting, 6:30 PM

Introduction of 2021 Budget for all funds, revenues and
expenditures, cost allocations, personnel head counts &
additions

Capital & Operating Budget- Public Safety, Health, and
Conservation & Development

Capital & Operating Budgets - PublicWorks, General
Government and Recreation

TIDs, Solid Waste, Sewer, Debt Service, Total Tax Levy
and Tax Rates

Council discussion/decision regarding Finance Committee
recommendations and initial changes to the budget

Continued deliberation of the proposed budget

Publication of the Public Hearing Notice on the then
current budget details

Public Hearing and Council consideration of the 2021
Proposed Budget
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8/31/2020

2021 Budget Kick-Off

Frankli
1 S NSIN

Committee of the I
Whole Meeting
August 31, 2020

BUDGET FOUNDATION DISCUSSION

• Historical Perspective of Revenues / Expenditures / Fund Balance / Debt

• Financial Illustration of City Operations

• 2020 Budget Projections / 2021 Budget Early Forecast

• 2021 Budget Assumptions

• 2021 Budget Challenges, Opportunities, and Goals

• Timeline for Future 2021 Budget Activities

• Appendix -Additional City Details / Comparable City Information / Fund Balance Article

2
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8/31/2020

REVENUES - TAXES
TOTAL TAX LEVY LAST I0YEARS
2.l,000,000

20%201720152012030.211J1J.!IJIIJ
IS.000.000
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REVENUES - TAXES
NET NEW CONSTRUCTION

Growth Chart
Net New Construction

I I - ■ I I I ■ ■ I I I
2006/2007 2007/2008 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 2014/2015 2015/2016 2016/2017 2017/2018 2018/2019 2019/2020

3.500%

3.000%

2.500%

2.000%

1.500%

1.000%

0.500%

(l.000%

-Nee New Construction -Expenditure Growlh

Note: 2018/191s shown higher than acwal (reporte d 1.61% /actual 1.2 1%) and 2019/2020 is shown lower than actual (reported .74% / aCUJal 1.09%) due to an Assessor correction/ timing issue.
4
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8/31/2020

Revenues - Taxes
Change in Tax Levy From Prior Year

800,000

600,000

400,000

200,000

04 2016 2020 let 202 areas
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REVENUES - TAXES
LEVY INCREASES IN THE AGE OF LEVY LIMITS

• 2011 - Created SolidWaste Fund removing $1 I Million from tax levy and took advantage ofTID closure
for levy growth

• 2013-2017 - Frozen tax levy and no net new construction used - Replaced unused debt service levy with
General Fund operating levy

• 2018 -Added $283,000 of debt service levy (first time) to increase levy along with the allowable $ I I 0,000
of net new construction

• 2019 - Replaced $700,000 of tax levy capacity with general tax levy in the General Fund / more flexibility

• 2019 - Used landfill siting revenues to fund capital projects, freeing up capacity in the General Fund levy
for more operating needs

• 2019 -Added $272,000 of debt service levy and $185,000 of net new construction

• 2020 - only net new construction used, which was a 2% decrease in the tax rate
6
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8/31/2020

Revenues - All
General Fund Revenues

209 20298u:74r 2020 292» Z02
mensed ?jet«i Fa!
ode

2018

I
20720120i

2020

• I
!O fO 20/1 20.2 203 20+4

15006.000

17,0(',0,000

19,000.000

230000

25 ,000. 0<'A)

11,ll00,000

1:7.000.000

ls inter;vrnmenlrevenue uble drzos tr r cos Luc3nes tnd pcm; tall other #venues

. '
l

,,,, ~ _ • ~ ~J 1 ii l ~ · - - -

7

REVENUES - GENERAL FUND
I0YEAR LOOKBACK /CHANGES/ 2021 FORECAST

2020 2021
Growth Projected Forecast

REVENUES 2010 2021 Forecast 10 Year
VS 2010 VS 2010Change

Taxes $16,742,784 $ 19,905,700 18.9% $2,911,816 $3,162,916
Intergovernmental resource 2,511,258 1,617,500 -35.6% (663,858) (893,758)
Licenses and permits 729,432 905,700 24.2% 243,048 176,268
Fines, forfeitures and penalties 422,506 490,000 16.0% 27,494 67,494
Public charges for services 1,838,076 2,449,300 33.3% (111,126) 611,224
Intergovernmental charges for services 237,319 190,400 -19.8% (53,719) (46,919)
Investment earnings 226,206 236,500 4.6% 119,294 10,294
Miscellaneous resources 185,265 138,750 -25.1% (47,265) (46,515)
Interdepartmental charges for services ---
Total Resources 22,892,846 25,933,850 13.3% 2,425,684 3,041,004

8

31



3,500,000

3,000,000

2.500.000

2,000,000

1,500,000

1,000.000

500,000

Landfill Siting Revenues

_will
eneratnt toy .w.al

2020

lil
• 2017 - Common Council
directive - up to 20% of Landfill
Siting Revenues to be used for
operations

• Using remaining Landfill Siting
Revenues for City capital needs
rather than borrowing

• A substantial City initiative to
use Landfill Siting Revenues in
the future!

• Landfill Siting Revenues are
expected to last approximately
20-30 more years

9

8/31/2020

REVENUES - OTHER
LANDFILL SITING FEE REVENUE
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REVENUES - GENERAL

• Tax levy controlled by levy limits (adjustments allowed, but would increase taxes) / Desire
to hold the line on tax increases

• 2018 cap on Hotel/Motel Tax to the General Fund (based on existing number of hotels)

• Revenues other than taxes - Total $5.7 Million - no substantial room for growth

• Landfill Siting - allocation of use between operating and capital needs
• 2017 Policy capping landfill siting revenues to 20% for operating needs/remainder to capital needs

• 2021 Forecast includes assumptions that ambulance revenues rebound to pre-2020 levels
and landfill siting revenues rise by $160,000

10

32



EXPENDITURES - GENERAL FUND
IOYEAR LOOKBACK / 2020 PROJECTED / 2021 FORECAST

8/31/2020

Total Operating Costs
2020

Sen Fund z«pendturerfanster Qut
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EXPENDITURES - PERSONNEL
WAGES AND NUMBER OF EMPLOYEES (FTE'S)
. Wage increase percentage 2010 - 2020 Cicy of Fnnldin P1y lncr~ase Percen<Jge. Public Safety - 33.1% (3% average I year) 2016 - 2020

. Public Works - 24.3% (2.21% average I year) 2co:

General Government - 26.1% (2.37% average 90,

Ill
/year) 300;

;,,o ..,

Full-time equivalent employees from 2010 - 2020 J,Jij•·,

has increased 3.7% (196.7to204.0) !•.'\P, Ill 11■ 111 Ill IllPublic Safety - up 3.0, to 134.8 0Mr,
!•)• .. :o·.., '0:a lO 9 2010 '3uur$

Public Works - up 0.75, to 33.0 g«.
ao5Mu; +4 en Pep;en,1

General Government - up 1.25, to 22.8
*Police/Fire difference in 1010 Is due to timing or incru se (Police on ◄/I and Fire on I/I}

12
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8/31/2020

EXPENDITURES - PERSONNEL
GENERAL FUND BENEFIT COSTS
3,500,000
3,000,000
2,500,000
2.000,000
1.500,000
1,000,000
500,000

.._., ," , .._., ..... o ,<o ,'\ , ...... e'- e'- s $­

"'"' f> "'"'
"l,c:, ...., "l,c:, ...., "l,c:, "l,c:, > 1,.0J se ,.°' a°° q,'> e °n,"' °...., •s 9'

°$°
■Health and Dental □Retirement @Retiree Group Health
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EXPENDITURES - PERSONNEL
BENEFIT COST DETAILS

• Being a service organization, personnel costs are the City's largest asset and likewise are the largest expenditures

• 2013 - Health insurance plan design changes lowered City costs and increased employee contributions

• 2013 - Retiree Health Insurance - Cadillac tax removed from plan assumptions lowering City contributions

• 2013 - Retirement Costs - Employees began to share contribution funding, lowering City cost

• 20 17 - One-time $650,000 contribution to the Public Works Pension from the General Fund

• 2018 - Health insurance plan design changes increased employee share and decreased City share

• 2019 - Health insurance High Deductible Health Plan option further increased employee share and decreased City share

• 2019 - City joinedWRS for non-represented employees

• 2019 - Health insurance plan changes decreased employee share and held the previous years' rates

14
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EXPENDITURES - GENERAL FUND/NON-PERSONNEL
IO YEAR LOOKBACK/2020 PROJ ECTION/2021 FORECAST

8/31/2020

3,500,000

Selected Mon-Personnel - All Departments
.--------,

2020
3.000 ,000

2.±0.04%

3,000,000

1.500 .L'OO

1,00.000

0.640

2010 20I, 2012 B'Ii JU;A Joy4 '91» M»,» v! 2p9 2020 )o 200 102

15

EXPENDITURES NON-PERSONNEL COSTS
22% OF TOTAL BUDGET

• Increase in non-personnel expenditures of I .4%, from 20 IO to 2020

• Contract Services

• 2012 - Removed $1.1 Million from General Fund for SolidWaste Service

• 2016- One-time $390,000 SolidWaste Fee return of payments

• 2018 - Engineering Fees recorded gross I no net affect as revenues and expenditures changed
equally

• 2020 - Outside help in Inspection (using prior year funding)

• Facilities -Aging buildings require more maintenance going forward

16
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EXPENDITURES BY FUNCTION
I 0YEAR LOOKBACK/2020 PROJECTION/2021 FORECAST

8/31/2020

14,600.000

l2,()(',;)(,'00

0.0000

$,000,00

0.000 ,000

4,000 .000

2,00I J .COO

Public Safety Operating Costs Public Works Operating Costs
1.cco.1100

·e­
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HKlO,QOO

1,800,000

1.600,000
!,il00,000

L200.00
LIJC0,000
!l.('A.),000

6C'1,t1f)I']

10,O

200 ,GflO

General Government Operating Costs • Greater use of contract services for
staffing in:

• Information Services,

• Assessment Services, and

• Legal Services

• Recreation, Health, Conservation total
$1.6 Million / 5.7% of Expenditures

18

EXPENDITURES BY FUNCTION - CONTINUED
IO YEAR LOOKBACK/2020 PROJECTION/2021 FORECAST
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8/31/2020

FUND BALANCE

General Fund, Fund Balance

2010201120122013201420152016201720182019

-Unassigned
eaNon-Spendable

35.0%
31.5%
28.0%
24.5%
21.0%
17.5%

14.0%
10.5%
7.0%
3.5%
0.0%

Committed
Percent of Expenditures

Ill
10,000,000
9,000,000
8,000,000
7,000,000
6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000

• City Policy - Goal range 20% to 30% of
Fund Balance to current year budgeted
expenditures - Actual at the end of fiscal
2019 = 31.5% of the more conservative
unassigned balance

• Fund Balance best practices and
explanation of existence

• Why not spend it / affect of drawdown

• Recent article regarding Fund Balance ­
SeeAppendix
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DEBT
ALL OUTSTANDING GENERAL OBLIGATION DEBT

80,000,000

70.000,000

80,000.000

50,000,000

40,U00,000

30,000,000

20,000,000

10 ,000.000

Total Government and Utility Debt
2010- 2019

I I I I I I I I I
2010 201 2012 2013 2014 2015 20'6 2017 2018 2019

20

37



DEBT
NEW DEBTTAKEN ON INTHE PAST I0YEARS

Total Government Debt Mew Debt
2010- 2019 2010 · 2019

60,000,000 -10 000 000

50,000,000 JS.ll00.000

l0.000.000
40.000000

I
ZS 000.000

J0,000,000 I I
2u J00.0u0 I20,000,000 I
15.000,000

I 10.000.000
10.000.000 I I I I 5.000 000 I I f7

2010 2011 2012 201J 2014 2015 2016 2017 2018 2019 2010 2011 2012 2013 2014 2015 2016 20'17 2018 2019

■TIOs IICny nTIDs City
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8/31/2020

45,000,000

40.000,000

35,000,000

30.000.000

25,000,000

20,000,000

15,000,000

10,000.000

5.000,000 I
2921

Projected New Debt Issues - All Funds

2022 -TID 8 $20 Million; Water • $18.5 Million; Sewer $3 Million

2023 -TID 5 • $10 Million Refunding

I • I •2922 2021 92 202. 202 227 202% !O:?'> WJil
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PROJECTED TOTAL GO DEBT - NEXT I0YEARS

8/31/2020

City of Franklin Projected Debt Balances
300,000,000

State Debt Limit - 5% Equalized Value

250,000,000

200,000,000

I

150,000,000

I 00,000,000

50,000,000

I Internal Llmtt - 2% ofcqua: liiecl -Vilue

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

- Debt Balance - Internal Debt Limit - Sate Debt Limit

23

IMPACT FEES - UNPAID DEBT SERVICE

• Several Impact Fees have been collected slower than anticipated in the 2002 Impact Fee Study.
The last of the debt used to fund the Police, Library and Drexel Ave projects will be paid off in
March of 2021. As future Police, Library andTransportation fees are collected, the funds may
be directed elsewhere - Need to discuss policy on this.

• Unpaid Balances
• Library - $896,900
• Transportation - $740,800
• Police - $1,724,700
• Fire - $189,200
• Toal - $3,551,600

24
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2021 BUDGET ASSUMPTIONS

Use net new construction only

Position count - maintained at 2020 level

Pay and benefit details
Same increase percentage for all employees: Police, Fire, and Non-Represented
WRS - substantially the same as 2020

• Health Insurance - Repurpose existing budget to balance the insurance plan/ find ways to spend insurance budget more
efficiently, encourage consumerism, and remove some of the burden to employees

COVID - assumes no major impact in 2021

Fuel/Utility Costs

Landfill Siting Revenues

Capital funding

8/31/2020

25

2021 BUDGET CHALLENGES

• Limited resources - net new construction increase of approximately I% per year

• Increasing expenditures - typically approximately 3% per year

• Successful recruitment and retention of high-quality employees

• Reduction of expenditure restraint aids - due to lower tax rate (likely elimination in
2022)

• Establishing a balanced budget that will meet the City's needs and meet guidelines
established to maintain current level of funding (grows harder each year)

26
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2021 BUDGET OPPORTUNITIES

• Maximize resources I prioritize services provided / rethink how services are provided

• Ability to use prior years' unused levy limit - Have approximately 3% available, but would
come with an increase in taxes (details in the appendix) and would restrict new debt in 2021

• Additional revenue opportunities - Increase in room tax rate / ambulance service fees ­
expand or increase / crash fee - new/ other fee increases

• Work with a business partner to manage the City's buildings / monitoring and upkeep

• Evaluate budget based on activit ies - adjustment to services based on resources available

• Changes to the health insurance plan to spend insurance budget more efficiently, encourage
consumerism, manage plan costs, and remove some of the burden on employees

8/31/2020

EXPENDITURES - PERSONNEL
2021 HEALTH INSURANCE PLAN CHANGE RECOMMENDATIONS

• Use existing budgeted funds to provide benefits that will encourage employee engagement and collaboration in
plan spending with a goal of lowering plan costs

• Plan design changes - addition of a health reimbursement arrangement wrap (HRA) to the High Deductible
Health Plan, retaining the health savings account (HSA) contribution at a lower amount

• The addition of the Nice Health Care Plan

• Encourage wellness - Go365 in place of existing contracted health risk assessments and biometrics screenings

• Add a Family Savings Plan to manage employees with other insurance options and protect City risk

• Marketing stop loss and pharmacy benefit manager to ensure appropriate costs on these services and maximize
dividends

• Retain existing overall health insurance premiums and employee share of the premiums/ lower the burden on
the General Fund
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EXPENDITURES - PERSONNEL
2021 HEALTH INSURANCE PLAN CHANGE RECOMMENDATIONS

8/31/2020

• 2018 - Employees paid up
to $8,788 out of pocket for
healthcare

• 20 19 - Employees paid up
to $13,287 out of pocket
for healthcare

• 2020 - Employees paying up
to $9,537 out of pocket for
healthcare
Averagewage earner - take
home pay in 2020 =
Approximately $51,600

• Up to 18.5% of 2020
employee pay is spent on
health insurancecosts

Family Plan - High Deductible Health Plan
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2021 BUDGET GOALS

• A prudent, fiscally responsible 2021 Budget for the citizens of Franklin

• Retention of the high-quality services provided to citizens by City staff

• Successful recruitment and retention of high-quality employees

• Protection of the City's assets
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BUDGET PROCESS TIMELINE/NEXT STEPS

• Internal preparation/finalization of the Mayor's Draft 2021 Budget

• Mayor's Budget Introduced to Council - September 15th

• Finance Committee review of the budget - 4 Meetings Planned
• Tuesday, September 22d, 4 PM - Introduction of 202I Budget for all funds, revenues and
expenditures, cost allocations, personnel head counts & additions

• Thursday, September 24, 4 PM- Capital & Operating Budget - Public Safety, Health, and
Conservation & Development

• Tuesday, September 29'h,4 PM - Capital & Operating Budgets - PublicWorks, General Government
and Recreation

• Thursday, October I st, 4 PM -TIDs, SolidWaste, Debt Service,Total Tax Levy and Tax Rates

8/31/2020

31

BUDGET PROCESS TIMELINE/NEXT STEPS - CONTINUED

• Council discussion/decision regarding Finance Committee recommendations and initial
changes to the budget - October 6"

• Hearing Notice published on the then current budget details

• Continued deliberation of the proposed budget - October 6h- November I7h

• Council consideration ofthe 2021 Proposed Budget - November 17h

Staffwill be as responsive as possible in order to achieve a final 2021 Budget on
November I7h
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8/31/2020

APPENDIX

• Levy limit details

• IO Year General Fund Revenue Details

• Comparable City information on major metrics
• Shared Revenue Per Capita / City Ranking

• Milwaukee County Share Revenue Amounts

• Wage Increases - 5 Year History

• Health Insurance - 2020 Comparison / History of City 's plan design and costs

• Article - TheTricky Question ofWhen to Tap Budget Reserves
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Used $555,000 of Debt Service
No Un-used 2018 Net New
Construction
2.9 I% of Prior Years unused
Levy Carryforward - $615,500

Expires - 1.372% in 2020
Expires - 0.941 % in 2021
Expires - 0.628% in 2022

Other Available Adjustments
Amount of Levy Increase
to pay for un-reimbursed
expenses related to an
Emergency, including
COVID-19

20 19 Levy LimitWorksheet
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REVENUES - GENERAL FUND
I0YEAR LOOKBACK/PROJECTIONS

• In 2018 - $283,000 of Debt Service

• In 2018- Cap on Hotel Tax to General
Fund

• In 2019- $272,000 of Debt Service & Net
New Construction

• In 2019 - Swapped $700,000 of Capital Tax
Levy for GTA's in General Fund

2019 - Swapped $700,000 of » In 2021 -Ambulance Revenue rebounds
GTA for Tax levy with Fund

$435,000 and Landfill Siting rises $160,000

2.000.000

2,500.000

[General Fund - Major Resources I
J,000.000

16,500.000

17,800,000

17,150,000

18,450,000

19,100.000

20,400,000

19,750,000

35

SHARED REVENUE -AMOUNTVERSUS PER CAPITA RANKING

Shared Revenue
ire ThousandsVars}vs.er CaotaLure}

z213

S#area Revenue PeraprzaRark«n2Qt2.

548 - 6.0%
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SHARED REVENUE PER CAPITA

8/31/2020
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Custom Comparison: Shared Revenues Per Capita

City of Franklin
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COUNTY COMPARABLES
Comp~nhYSount:_y: Shared Ravanues_in Milwaukee CountYJ
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5 YEARWAGE INCREASE PERCENTAGE - COMPARABLE CITIES

OU Wage Comparison

Comparable CommunihJ 2016 %lift 2017%lift 2018 %lift 2019%lift 2020 %lift 5-year combined pay
increase percentage

Mt. Pleasant 7 3.0 3.07 2.2.' 12.90­
Fond du Lac ' 2.2' 11.764
\lorth Shore Fire 2.2 2.01 2.01 2.6 2.2 11.67'
aledonia ' 1 2.2 2.0 10.75(

Menomonee Fails 10.40!
l'itchbur.- 10.40!
Greenfield 7 10.40!
New Berlin 1 1. 2., 10.17\
Meouon 1.7' 1.' 1.7' 9.32\
West Bend 1 2 2 2.5 9.86
Brookfield 1.2 1.2: 2. 9.32
Sun Prairie 1. 1. 1. 1. 1. 7.72
Muskego 1 2.• 2.• 2' 8.23'
Oak Creek 1.25 0.7 1.5 2.25 2.2.' 8.19
Wauwatosa 1 1 1.4 2 2.: 8.145

Mean Average 1. 1.631 1.99 2.24' 2.10' 9.95'
vfedian Averae:e 1.7! 10.17'

A2% est imate was U5Cd forMiuki: go, :is no n:sponse has been reor ived at this time,

2020 HEALTH INSURANCE DETAILS - COMPARABLE CITIES

Csprat leMfiop« luty Po fy Amr>•IDtJva.Mt M11 ... ro. 1of "'1<h • Ar e a lCarynshourSer.uLlngoutier.) ,rJ /iSNHlt,\Co,,,n)vi. Ma h.by Pres Me lby Eeple,yet Me hhy Le pley PeiSar
l et/ fa uly Ces PrenSharren %

broolfeld '""'"'-"" ......,,,, """"""''"' ..,,...,. 0 n.m.t FUU I "" "''KD IIP "-'"""-"" foUOM ll=tO ..,,.,... 0 Sl.llOFOWlr "" '"'"" .,..,.,...., ........ Va rious ,.. HRA52.SWM ,ll)D S1-l(l{lil,l l!IO.'Sl,9U 991/8 1622

thbun ...,,,.,... S4,1$Mll, 71Xl $0 .. S?ll/5 1 ,7-1 .t ....,,,
"'° Sl.000 /1,2,COO ......,., ...,.,.,,, ,,. U,IOJS l,9 30 149 /Sll l

1d rro ...,,,,...,, "'""""' $23/190/5905200 HltAs.:J,2 50JSUSO s721/52.090 99»/$2u) ,,.,..
feroe Fal l a

.,_,_,. "-""''""' .,,,.,.,,,,,..,, 10\,53,000%6.000 " 4s0 5$2.22 MJ/1119

tmllt' .,..,.,...., ....,,...,, """""""" ,,,. " $800/SU U "40/Sll l·- 5500 1$1 ,Q(I) Sl.150/IIUCI> 0\a0s " $03 /1 ,974 """"...,,,.,... S& UM16,JCD " 8205.015 SIIJ(SZ71

MPeasant S5,0l0/IIQ,OCD '''"""""' 0 10%800- $1.000Mau $4.00,89 .000 U"ISU&l S61/S l7D

"" .,,.,.,.... $0,1905,700 $ 15$90$ 1552.0 10,6900,5. 1 .000

ew bedin "" .,...,...., ......... .. 0\0Mau .,.....,,., U69/S l.5M """" ,..
1onhShortfllt "'° "-"""'-"" ...,,,.,,..,, $2$10/$ 100.210\,6200.230% """'"" """'PRO SUIXl/5.J ,COO ......,,,, $15625/590- 208 150-2% '" HRA Sl.500/5 5111/UD?. I S\IN/52!19 ""'p,,c.m. PTO .,_..,,,_.. $2.000/5-.000 " 0\,0Mau " $ 7 67/51,40,5 1,944 S77/II-IMIH 10

rro .,...,,.... """"'"" .. ll lWSDMu. " $688/$ 1 .156/5 1.1'0 S69/112Mli8

l;...Pnlrit
HMO/t!Dllr SL,500/1,,l .COO "-"""-"" .. ll'IVSII J.h .>. S7SO/IUOJ S5l0/ll.35' .. "'1'05/'HDltl' 5 1 .500/l,J,l))J SUOQ/5.JJ))O .. ..,,..... .,.,,,,.,., $611/$1 .393 """''S!JQlJSJJ))J $00054.3o0 ..,.,..,., .,.,,.,... S7 671S l.9H $Mn2s

"'"""-"" .,.,,......., Sll·Ul!,W·SIIXIIW>' c,..(N/ER. 5 150 +RA $405 1,700 S67-IJSl)'KS """"" 19Y./14"-

Ne response nearedhromnPtusio on these deals

8/31/2020
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2020 HEALTH INSURANCE DETAILS - I0YEAR HISTORY
'"' "" "" "" 101 "" 1017 "" 1019 "''......,, ........ Humana Humana UHC UHC UHC

""' Pro ro ""' ""' ""' ro ""' ""' ""' """' "" """'DOecut'e 5100/5400 S100/S600 nDOIS600 .S.SQOJSISOO S.S00/$1000 .S.S00/$1000 SS OOJSIOOO .S.S00/$1000 SIOOOJ SlOOO $1500/54500 SJ000/$6000 SISOOIS"500 SJO OO/ Sl,0 00

OOPMlll: $ 00/$ 12o s,4 001$ 1200 5"00/SllOO SIOOOJ SlOOO $10001$1000 SIOOOJ UDOO SIOOOISlllOO SIO OO/nD OO SJIIOOJ S6000 S4SDOIS9000 $1,000/$ 12000 $500/59000 $-I SQQ/ $90 00

$25/540/5.50
OreCo m '" "' '" "' SIS/SlSISJSls-40 ITTO NIA S1S/S'OIS.SOIS70 NA

ERCo;ny "" "" "" "" StSO SISO $ISO $ISO S1SO 5'00 5'00 NA
UrgentCareCe»r '" '" '" '" 575 575 S7l 575 S100 "'° NA $100 NA
runt gut '" "' NA

SIO /SlS/$◄O n.s SI0/$2511-'0 SI0ISJS/S.S0/lSSIOISlSI.S.SOt'2.S $10/SJS/.S.S0 SIDIS◄O/S60 $ 10/540/$ 60n25
RX Cons $ 10 /$15 /540 SIO/ru/$40 $101525/$-'0 510/SlSIS◄O . ,,,. . • n8 % ns% NA . NIA

Mon in!y Tow
S70S.OOPremo •Set'e sm.oo 5750.00 $15000 $760 S&S o.7 5 $616.26 $1,l&.li $662.46 $801 .00 571 1.9 9 5790.54 S71418
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M on111t,EEPrcm
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tominSte
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T'HETRICKY QUESTION OFWHENTOTAP BUDGET
RESERVES

• The il"nicky Question ofWhen toTap Budget Reserves For local governments coping with the fiscal pressures brought on by the pandemic, it might
seem that now is the time. But public leaders first should ask themselves some important questions. Fran David, Former City Manager and Finance
Director I August 12, 2020 I Opinion
Across the country, cities as varied as Cloverdale, Calif., Newport, Ky., and Philadelphia have begun pulling from their budget reserves to address
shortfalls resulting from the coronavirus pandemic's extraordinary financial impact. But many other local governments are holding back, looking
instead to hold down overall spending and preserve their reserve funds. For many jurisdictions, the most difficult and perplexing financial question is
when - or if - they should tap their reserves.

Why is this such an important question when managing an immediate crisis? What difference does it make?The money has to be spent; the crisis
must be addressed.The answer, however, may be critical to the long-term financial health of the jurisdiction.

Almost all public organizations face two kinds of financial challenges throughout their existence. One kind is cyclical and short-term in nature,
caused by a one-time or temporary event - a natural disaster, for example. Short-term cash, such as from the jurisdiction's budget reserves, may
solve this kind of problem.

The other kind of challenge is structural and longer-term in duration. It will not disappear in the short term and reoccurs across multiple years. It
reflects a fundamental flaw in the organization's operating structure, one that likely has been building under the surface and cannot be corrected by a
one-time infusion of cash.

48



THETRICKY QUESTION OFWHENTOTAP BUDGET
RESERVES - CONTINUED

In the public sector, financial reserves have always been a topic of frustration, temptation and potential misuse. Rarely are they maintained at levels
recommended by public-finance experts.Too often reserves provide a convenient, but inappropriate, way to temporarily mitigate the negative impact
of long-term financial problems. The consistent or long-term use of financial reserves usually masks a serious underlying structural issue.

So when is using the budget reserves the right decision?There are at least four tests that should be applied - questions for public leaders to ask
themselves - in the decision-making process:

I. How is the organization's general financial health? ls there a structural deficit hidden within? Does the organiza tion normally maintain adequate or bett er
reserves? Does it have and adhere to a well constructed, up-to-date, long-term financial plan - one based on tested assumptions, intelligently projected into
the future and spanning at least five years?

2. Can reserves be maintained? Is the use appropriate and can the reserves be quickly replenished without financially crippling the organiza tion? Can the
immediate cri sis-related need be met with only a one-time use of reserves, or is there likely to be ongoing annual need?

3.Are there opportunities for operational improvement? For example, should changes in processes or practices that have been forced by the cri sis, such as
teleworking and virtual meetings, or other improvements to operations be continued after the pandemic? And if so, do they require additional investment
now to be successful into the future?

4.Are there good alternatives to using reserves? Or is leadership simply taking the easier political path? What about reorganization, changes in services or
service levels, partnerships with other juri sdictions, downsizing, or looking for innovative ways to reduce operational costs ?

- 1,

,;, ~· , - ' .,J ~ =ill ,,JI.it: . ·- •. ·-· C.., .-::... -

THETRICKY QUESTION OFWHENTOTAP BUDGET
RESERVES - CONTINUED

The conundrum of COVID-19 is not knowing the length or severity of the virus threat.This makes it impossible to determine when the costs
associated with the pandemic will diminish and when the revenue stream will return to pre-pandemic levels, if at all.

All of this confusion provides both demanding challenges and opportunities. Organizations that can see a light at the end of the tunnel may be well
within good financial-management boundaries to use reserves.These would be communities whose tax base is not severely eroded by the pandemic,
that can realistically project a swift return to pre-pandemic revenue levels, that can securely identify an end to the need for spending from reserves,
and that have rigorously asked and answered questions I-4 honestly.

• Communities that are experiencing a deep erosion of their revenue streams due to COVID-19 may need to strenuously avoid the use of reserves
except in the most demanding and critical of circumstances. Among those communities might be those heavily dependent on revenue from the
hospitality, convention or restaurant industries. It is impossible to determine when the revenue stream from those industries may begin to flow again,
let alone reach pre-pandemic levels.These communities should also rigorously ask and answer questions I-4.

The reality is that those communities will most likely need to focus on questions 3 and 4 and plan for a vastly different future, one in which financial
reserves should be used only as a small part of a much more dramatic survival plan. Such a plan might mean drastic cuts in staffor services, dramatic
changes in service delivery, or implementation of high-risk innovation processes. In the most extreme cases, it might even mean municipal bankruptcy.

Governing's opinion columns reflect the views of theirauthors and not necessarily those of Governing editors or management.

8/31/2020
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Opportunities and Threats - Could Impact Franklin
in Current and Future Budgets

Opportunities

• Franklin's history of strong property values and growth, in addition to tts location relatve to significant
transportation corridors, and past successful TID developments suggests that the community could
agam see strong development numbers if sufficent market-ready and market-attractive parcels become
available

• Level of City tax rate remains prudent and fiscally responsible, and is very favorable in comparison to
other Milwaukee County communities

• Further northerly expansion of the Waste Management Landfill will provide additional revenue from
siting fees Life of Landfill Siting Fees is expected to extend 20-30 additional years

• Consolidation and/or actve cooperation of similar services with neighboring communities

• B1lhng 100% of the fire protection charges to the water ut1hty customers instead of the current practice
of 50% to the property tax levy and 50% to the utility customers - the Public Fire Protection tax levy
supported fee Is $270,000

• Establishing a property tax equivalent from the Sewer Service Fund that would provide the equivalent
of property taxes on the sewer service assets s1m1lar to the amounts charged to the Water Utility
(requires a state law change)

• Development actlv1t1es south of Ryan Road will spur add1t1onal investment due to the construction of
the Ryan Creek Sewer Interceptor

• Improve infrastructure design requirements on new development that result mn longer lasting
mfrastructure components, reducing demand for replacement costs

• Technology enhancements mn the government functions that increase productivity of service providers
- 1 e tablets that permit m field updates to infrastructure maintenance

• Utilization of utlty monitoring tools to identify lost water earlier and m1t1gate unnecessary loss of water
to the environment.

• Implementing a change mn wholesale water to the City of Milwaukee will provide a reliable long-term
source as well as pred1ctab1hty m long term consumer rates

• New natural conservation recreation areas as a result of MMSD and Waste Management agreements
to improve quality of life for residents

• The new Loomis Road lndustnal Park will open opportunrtes to support attraction of needed, but less
restricted, businesses to the city
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Threats

• Staffing recruitment and retention issues - As the overall workforce becomes more mobile, and a
substantial number of current employees contemplate retirement, tt becomes harder to recruit and
retamn high quality employees to provide services In the Crty of Franklin

• Lack of developed and ready busmess park parcels will slow high-value, non-residential growth and
possibly cause the loss of ex,stmg busmesses

• Lack of population density hmIts "quality of life" developments

• Continued efforts by the State to reduce aids and other revenue opportunities to mumcIpaht1es

o The movement toward eltmmatmg personal property tax payments by businesses, as the State
has already removed a fair portion of taxable property m certam asset classifications While
there Is currently a replacement revenue m place from the State, continuance and proper
funding of the aid are uncertam

o The possibility of removing the State's contribution to local governments for matching Exempt
Computer Aids This 1s not a current proposal, however, 1t has been proposed m the past and
could be again

o The continued erosion of legislative support for local government m property tax assessment
practice, use of road right-of-way, continued reduction in state/county funding share in public
works proJects mcreases local costs and reduces property tax revenue.

o Municipal property tax levy mcreases are hm1ted to the larger of new construction growth or
0%, while various user fees increases are further limited by requiring offsets against the
allowable levy

o State restrictions on local control and decision making which affects expenditures, revenues,
services, and alternatives

• 'Cord cutting' and the impact on the $500,000 of annual cable TV tax revenue, as well as the reduced
tax rates mandated by the State In addrton, the State aid currently provided could be reduced or
eliminated In the future

• Lack of funding to maintain the City's infrastructure and protect the City's assets, which could be caused
by lack of sufficient revenues to fund, additional needs due to growth, or other factors

• Demands on and for program and operating expenditures
• Development of the Park plan could stram available financial resources
• Potential cost of a large-scale Emerald Ash Borer control program
• Seed capital for sewer build out in Southwest Sewer Distnct
• Continued changes to the paramedic contract may cause program changes and increased

personnel and training costs
• Add1t1onal staff time requested/needed in a number of departments to maintain current service

offerings

• Lack of growth, current state restrictions, and other threats could cause reductions m staff and/or
services

• Aging workforce, with the potential for loss of intellectual capital upon retirement and the added costs
from a legacy defined benefit pension plan

• Continued unchecked rate mcreases in the cost of water for the next few years

Add1t1onal ,terns to be added as suggested by Council/Staff/Others
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City of Franklin
2021 Tax Rate Updated 9/1/20

Impact of Various Changes

Avg Home
Equated Value - TID Out 4,413,724,900 Preliminary Assessed Value
Equated Value - TID In 4,587,752,500 Prehmmary $261,300

Assessed Value - TID Out 4,347,648,699
Assessed Value - TID In 4,512,782,399

Pct Change Assessed Value
2020 $ 21,741,900 Fr Pr Yr Tax Rate Tax

Recommended Levy $ 21,918,100 081% 5.0483939 $1,319.15

Change in Levy $ 176,200 Change Tax Change
1,000 21,919,100 00046% 5 0486242 0 0002303 $0.06
5,000 21,923,100 00230% 5.0495455 0.0011516 $0.30
10,000 21,928,100 0.0460% 5 0506972 0 0023033 $0.60
25,000 21,943,100 0.1150% 5 0541521 0 0057582 $1.50
50,000 21,968,100 0 2300% 5 0599104 0 0115165 $3.01
100,000 22,018,100 04599% 5 0714269 0 0230330 $6.02
150,000 22,068,100 0.6899% 5.0829434 0.0345495 $9.03
200,000 22,118,100 0 9199% 5.0944599 00460660 $12.04

-1,000 21,917,100 -0.0046% 5 0481635 -0 0002303 ($0.06)
-5,000 21,913,100 -0 0230% 5.0472422 -0 0011516 ($0.30)
-10,000 21,908,100 -00460% 5.0460906 -0.0023033 ($0.60)
-25,000 21,893,100 -01150% 5 0426356 -0 0057582 ($1.50)
-50,000 21,868,100 -0.2300% 5 0368774 -0.0115165 ($3.01)
-100,000 21,818,100 -04599% 5.0253609 -0.0230330 ($6.02)
-150,000 21,768,100 -0 6899% 5 0138444 -0.0345495 ($9.03)
-200,000 21,718,100 -0.9199% 5 0023279 -0 0460660 ($12.04)

- 0 25%-($54,795) 21,863,305 -0 24% 5.0357729 -0.0126209 ($3.30)
-0 5%-($109,591) 21,808,509 -049% 5.0231518 -0 0252421 ($6.60)
-1 0%-($219,181) 21,698,919 -098% 4 9162373 -01321566 ($34.53)

Paul Rotzenberg 9/6/2020 L \41803 VOLl Finance\BUDGET\2021 Budget\Tax Calc\TAX RATE OPTIONS 2021 xlsx
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City of Franklin, WI
Impact of Levy Increase

01-Sep-20
Per $100,000 of Assessed Value

2019 2020
Average Residence

2019 2020

Home Value

Tax Rate

Tax

Tax Inc (Dec)

Pct Change in Tax

Residental Valuation Change

100,000

5.3215866

532.16

$

106,000

5.048394

535.13

2.97

0.6%

600%

246,500 261,300

5.3215866 5.048394

1,311.77 1,319.15

$ 7.37

0.6%

600%

L \41803 VOL 1 Fmance\BUDGET\2021 Budget\Tax Calc\[TAX RATE OPTIONS 2021 xlsx]2020 Home Impact

Paul Rotzenberg 9/6/2020 L \41803 VOL1 Finance\BUDGET\2021 Budget\Tax Calc\TAX RATE OPTIONS 2021 xdsx
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Levy/City Assessed Tax Rate/City Equalized Tax Rate
City of Franklin
Ten Year History

9/15/2020

LEVY HISTORY 2011/2012 - 2020/2021
TAX YEAR/ LEVY PRIOR YEAR CHANGE %

YEAR COLLECTED LEVY INC / (DEC) INCl(DEC)

2011/2012 20,467,000 20,965,000 (498,000) -2.38%
2012/2013 20,509,000 20,467,000 42,000 0.21%
2013/2014 20,509,000 20,509,000 0 000%
2014/2015 20,509,000 20,509,000 0 000%
2015/2016 20,509,000 20,509,000 0 000%
2016/2017 20,509,000 20,509,000 0 0.00%
2017/2018 21,027,849 20,509,000 518,849 2.53%
2018/2019 21,389,375 21,027,849 361,526 1.72%
2019/2020 21,741,900 21,389,375 352,525 1.65%
2020/2021 21,918,100 21,741,900 176,200 0.81%

* 2020/2021 is the recommended levy

CITY PORTION - ASSESSED TAX RATE HISTORY 2011/2012 - 2020/2021
TAX YEAR/ PRIOR YEAR CHANGE %

YEAR COLLECTED ASSESSED RA TE ASSESSED RA TE INC/(DEC) INCl(DEC)

2011/2012 5.794 6.221 (0.427) -6.86%
2012/2013 5.774 5.794 (0.020) -0.35%
2013/2014 6.294 5.774 0.520 9.01%
2014/2015 6.300 6.294 0.006 0.10%
2015/2016 6.256 6.300 (0.044) -0.70%
2016/2017 5.689 6 256 (0.567) -9.06%
2017/2018 5.615 5.689 (0.074) -1.30%
2018/2019 5.434 5.615 (0.181) -3.22%
2019/2020 5.322 5.434 (0.112) -2.06%
2020/2021 ? .. . • 5,048 5.322 (0.274) -5.15%

2020/2021 tax rate rs estimated/actual rate will be determed in October/earlyNovember
Tax bills are calculated based on assessed rates

CITY PORTION -LOCAL EQUALIZED TAX RATE HISTORY 2011/2012 - 2020/2021
TAX YEAR/ PRIOR YEAR CHANGE %

YEAR COLLECTED EQUALIZED RATE EQUALIZED RATE INC /DEC) INCl(DEC)

2011/2012 5.743 6.177 (0.434) -7.03%
2012/2013 5.985 5.743 0.242 4.21%
2013/2014 6194 5.985 0 209 3.49%
2014/2015 5905 6.194 (0.289) -4.67%
2015/2016 5.823 5.905 (0 082) -1.39%
2016/2017 5.651 5 823 (0.172) -2.95%
2017/2018 5.566 5.651 (0.085) -1.50%
2018/2019 5.451 5.566 (0.115) -2.07%
2019/2020 5 162 5.451 (0.289) -5.30%
2020/2021 4966 5 162 (0 196) -3.80%

Equalized rates compared the City of Franklin to other WI municipalities
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