
CITY OF FRANKLIN
DEBT SERVICE (FUND 31)

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 (but not water or sanitary sewer)
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.

• Impact fees collected for the purpose of paying toward new facilities after those facilities were
completed (a 2 million gallon elevated storage tank is planned for 2021 or 2022).

Over the last decade, the net general bonded debt (excluding TIO debt issues) level for City purposes
has generally declined to a low of $ $6.7 million at December 31, 2018 from a high of $15 million at
December 31, 2010.

As shown on the accompanying schedule of debt maturities, the general obligation debt for City
purposes outstanding at December 31, 2019 was $56.2 million. When combined with the $17.5 million
outstanding of Sewer Fund debt and the $1 million of General Obligation Water Bonds, the total
outstanding General Obligation debt was $74.7 million.

Total debt represents 33% ofthe City's legal debt limit per Wisconsin Statutes (5% of equalized property
value) at December 31, 2019. Over the past decade, the ratio of net general bonded debt to assessed
value has ranged from a high of 1.65% in 2019 to a low of 0.77% in 2017. The ratio of total debt to
equalized value at December 31, 2019, was 1.65%.
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The City amended its debt policy (Resolution 2019-7532) in August 2019 which further restricts debt
limits to 40% of the legal debt limit. As of December 31, 2019, that limit was $87.2 million. Thus
approximately 17% of the available debt, by policy, is available.

The Debt policy sets various targets for financial ratios related to outstanding debt. The policy goals
and performance as of December 31, 2019 are as follows:

1. At least 70% of outstanding due within 10 years - 78% was due within 10 years
2. Maintain an Aa2 credit rating. Credit rating was Aa2
3. No more than 20% of tax total tax levy for debt service. 6% was the Dec 2019 share.

In 2012, the Sewer fund issued $24,588,635 of General Obligation debt 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.

New City & TID Debt
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In 2014, the City issued $5.32 million to finance $3.32 million for the S 27 Street project in TID3 and
$1.99 million to finance Capital Improvement projects.

In 2016, a 2007 issue was refunded with a $5.77 million new bond having a final due date of March 1,
2021. The City realized $389,894 of future savings on the refunding.

In 2017, the City issued $1.63 million of new debt to fund 2018 Capital Improvement Fund projects.

In May 2018, the City issued $23.48 million of taxable Anticipation Notes to support TID5 projects. The
entire note is due by March 2023. $10 million was refunding in February 2019, and an additional $4
million was refunded in March, 2020. The final portion is planned to be refunded in Q4 2020.

In February 2019, the City issued $13.685 million in taxable bonds. $10 million of the 2018 NAN was
refunded with a new taxable $10.68 million 13-year bond for TIO 5. $3.005 million for TID3 funded a
developer's grant. That portion of the note is repayable in four years.
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In February 2019, the City issued $6.35 million in tax exempt 15-year bonds to finance a portion of the
infrastructure commitment in TID6. TID6 was formed in October 2018 for a new industrial park in the
Southwest portion of the City. A further $3 million commitment by the City will need financing in the
future for remaining infrastructure expenditures.

In December 2019, the City issued $12.47 million Taxable General Obligation Bonds. These bonds
provided $3.225 million for infrastructure in TID5, $4.045 million to refund a portion of the 2018 NAN,
$2.06 million for infrastructure in TID7 and $3 million to provide a ten year mortgage in TID7.

In December 2019, the City issued a tax-exempt General Obligation Note for $2.285 million to finance
2019 Capital Improvement Fund projects.

In December 2019, a $1.5 million Advance from the Development Fund was made to TIO? to provide
additional resources for the $4.5 million ten-year second mortgage to the Velo Village multi-family
development.

In September 2020, a $2.5 million Advance was made from the Development Fund to TID4 to provide
additional resources for infrastructure projects. This Advance will be repaid by 2023.

In Q4 2020, a final $10 million refunding of the balance of the 2018 NAN is planned as interest rates
have become very attractive.

Total Government and Utility Debt
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For 2021, a new $3 million tax exempt issue to finance a 2 million gallon water tower is planned and
another $3 million offering to finance infrastructure in TID6 are planned. A $3.25 million issue for a
Developer Grant in TID8 is planned, as is a $7.75 issue for infrastructure. A $3 million issue is planned
in the Sanitary Sewer fund to replace the Industrial Park Lift Station, for a total of $20 million in new
General Obligation debt.
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Historically, the City has planned to issue debt every other year. Starting in 2023, future debt issuance
is forecast at $2.0 million and is anticipated to pay for public improvement projects as growth occurs in
the community. Any new debt for projects presently contemplated will be partially offset by the
repayment of debt currently outstanding that is scheduled for repayment during the period. The
increased level of new development in the City, mostly involving the water utility and TIDs will cause
overall debt levels to rise. Reconsideration of the current internal debt limit will be required.
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