CITY OF BEAVER DAM, WISCONSIN
ADMINISTRATIVE COMMITTEE AGENDA

MONDAY, SEPTEMBER 30, 2019 AT 7:00 P.M.
MUNICIPAL BUILDING, ROOM 54
205 SOUTH LINCOLN AVENUE

1. Call to Order
2. Roll Call

3. New Business

a. Consideration of exceeding the City of Beaver Dam’s self-imposed borrowing limit to fund
the 2020 Capital.
4. Adjournment.

NOTE: The public is notified that any final action taken at a previous meeting may be reconsidered pursuant to the City of Beaver Dam’s ordinances. A
suspension of the rules may atlow for final action to be taken on an item of New Business.

It is possible that individual members of, and a possible quorum of, members of the Common Council or other governmental bodies of the City may be in
attendance at the above stated meeting to listen, gather information, or speak about a subject, over which they have decision-making responsibility.  Such
attendance may constitute a meeting of other bodies pursuant to St. Ex Rel. Badke v. Greendale Village Bd., 173 Wis. 2d 553, 578-74, 494 N.W.2d 408 (1993).
However, no action will be taken by any governmental body at the above stated meeting other than the governmental body specifically referred to above in this
notice. :

The building entrance, which is accessible by a person with a disability, is located on the east side of the building off South Lincoln Avenue. Upon reasonable
notice, at least 24 hours before the scheduled meeting, the City of Beaver Dam will accommodate requests from persons with disabilities, who need assistance
to participate in this meeting, or hearing. For additional information, or to request assistance, contact the City Clerk’s office at 920-887-4600, ext, 338, with as
much advance notice as possible.
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. RESOLUTION NO., 100-2018
A RESOLUTION AMENDING THE CITY’S DEBT POLICY
WHEREAS, the Common Council adopted a City Debt policy on May 3, 20i0; and

WHEREAS, the Administrative Committee has reviewed the debt policy and is
recommending that the following amenidments be made fo the debt policy: -

1. Add the following definition:

ERP Percentage — The most current General Fund hudget percentage increase as
allowed under the State Expenditure Restraint Program, ‘

2. Add the following language to the end-of section 1 under oredit Objectives and Debt
Limitations: :

The CIP borrowing limit shall be adjusted annually by the ERP Percentage.

NOW THEREFORE BE IT RESOLVED, that the Common Council of the City of
Beaver Dam does hereby approve the afore mentioned amendments to the City’s Debt Policy and;

BE IT FURTHER RESOLVED, that the cIp borrowirig limit for the year 2019 shall be
set at $2mifort and adjusted in future years in accordance with the amended City Debt Policy.
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Presented by the folloWing
Alderpersons' members of the |
Administrative Committee: ’ Adopted: Auvgust 20, 2018
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ebecca Glewen

- Mayor
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RESOLUTION NO. 67-2010
A RESOLUTION APPROVING A DEBT POLICY FOR THE CITY OF BEAVER DAM

WHEREAS, the Administrative Committee has recommended the adoption of a Debt
Policy for the purpose of providing direction to the Common Council relative to the issuance of
debt and the management of the City’s Debt portfolio. ' :

NOW THEREFORE BE IT RESOLVED, that the Common Council of the City of
Beaver Dam does hereby adopt the attached Debt Pohoy

Presented by the following .
Alderpersons members of the SR

Administrative Committee: Adopted: May 3, 2010

City Clerk

App oved: 74% ZOé/(

Tho mas A Kennedy
Mayor
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Purpose:

Policy:

Definitions:

- City of Beaver Dam

Debt Policy
Dated April 2010

Provide direction to the governing body relative to the issuance of debt and
management of the City's debt portfolio to ensure that the City maintains a
sound debt position and that its credit quality is protected. Establish a
framework for debt management to work in conjunction with the Five Year
Capital Improvement Program and to maintain the debt service levy at a
proportionate even level for tax rate stabilization. Recognizing that access to
capital markets over the long term is dependent upon the City’s unwavering
commitment to full and timely repayment of debt.

The City may issue bonds and notes in accordance with State Statutes
Chapters 66 and 67 for purposes of financing its capital improvements
program, to refund existing debt, to promote economic development, to
provide financing for its Tax Incremental Financing (TIF) Districts and to fund

" the capital needs of its Wastewater, Water and Storm Water utilities.

The Administrative Committee will review each debt offering for compliance
with the “Credit Objectives and Debt Limitations” section of this policy. If a
proposed debt offering is determined to be non-compliant and the committee
still wishes to proceed with the borrowing they must follow the process
described under #2 in the “Credit Objectives and Debt Limitations section of

this policy.

General Debt Service Levy — Property taxes Ievied to fund transfers to the
Debt Service Fund for payment of long-term debt principal and interest and
described as the “Debt Service Fund” on the Annual Budget Appropriation

Ordinance.

General Debt Equalized Mill Rate — Mill rate generated by dividing the
General Debt Service Levy by the Total non-TIF equalized value for the City
as determined by the State of Wisconsin.

Capital Improvements Plan (CIP) Borrowing — Funds borrowed by the City

‘_ in accordance with State Statute Chapters 66 or 67 which will be repaid
~ through the General Debt Service Levy.

Total Non-TIF Tax Levy — City tax levy as listed in the Annual Budget
Appropriation Ordinance as “Net Tax Levy for All General City Purposes”
exclusive of any tax levy for TIF Districts.

Total Non-TIF Equalized Mill Rate - Mill rate generated by dividing the Total
Non-TIF Tax Levy by the Total non-TIF equalized value for the City as
determined by the State of Wisconsin.



Natural Disasters - Flooding, tornado, dam breach, earthquake, FEMA
qualified disasters, or criminal or terrorist attacks on the City’s infrastructure.

Credit Objectives and Debt Limitations:

The City will seek to maintain or improve its current credit rating with
Moody's: General (Aa3). The City will strive to maintain good relations with
the rating agency and keep them informed of significant developments that
could affect the City's credit rating.

In order to achieve its credit rating objective, the City recognizes the need to
integrate the debt policy with its capital improvement program and long-range
financial plans. The following Debt Limitations will be used to maintain debt

~ service requirements at an affordable level and enhance the credit quality of
the City:

1.

Beginning with the 2012 CIP borrowing where debt service will begin
in 2013 and be funded by the 2012 General Debt Service Levy, CIP
borrowing shall not exceed $1.6 million annually unless the General
Debt Equalized Mill rate in the prior year does not exceed 20% of the
Total Non-TIF Equalized Mill Rate in that year.

If the Administrative Committee wishes to exceed the borrowing limits
described in #1 above they must first get Common Council approval
by placing a resolution on the agenda of the next Common Council
meeting seeking to exceed the borrowing limitations and hold a public
hearing on this resolution at that meeting. The resolution must be
approved by a % majority vote of the Common Council. If the
resolution is approved the borrowing process shall proceed. If the
resolution is not approved the Administrative Committee shall review
the proposed borrowing to determine what steps, if any, could be
taken to bring the borrowing into compliance. This resolution shall
apply to the current year's borrowing only.

The following are exceptions to the Debt Limitations described in #1 and #2

above

1.

Emergency borrowing for the purpose of dealing with natural
disasters. If. funding from the City’s property & liability insurance
program and or State/Federal funding is available to fund the
immediate costs to respond to a natural disaster these funds shall be
utilized prior to City funds. If funding from the City's property & liability-
insurance program and or State/Federal funding is not available to
fund the immediate costs to respond to a natural disaster but these
funds subsequently become available these funds should be used to
supplement the response costs or, where allowed by law, to reduce or
eliminate new CIP borrowing in the next budgetary year.



Refundings

Disclosure

2."+ Borrowing for the purpose of economic development where the

property taxes to be generated when the development.is completed
will be sufficient to fund the annual debt service required as a result of
the borrowing..

3. Issuance of debt as a conduit on behalf of for-profit or non-profit
corporations when doing so would promote economic development or
secure quality of life issues. Prior to issuing such debt, the
corporation shall agree to pay all of the City’s expenses in connection
with the borrowing (including legal fees) and shall provide substantive
proof acceptable to the City that no budget appropriation shall be
required to repay the debt. The City shall not issue debt on behalf of
a non-profit corporation if doing so would prevent the City from issuing
“bank qualified” debt for its own purposes without compensation from
the non-profit corporation to cover the additional debt service cost.

Periodic reviews of outstanding debt will be undertaken to determine any
refunding opportunities. Refunding will be considered (within federal taxlaw
constraints) if and when there is a net econornic benefit of the refunding or
when a refunding will enable the City to achieve financing or cash flow
objectives. :

The City is committed to full and complete financial disclosure, and to
cooperating fully with rating agencies, institutional investors, bond insurers,
other ‘units of government,- and the general public to share clear,
comprehensible, and accurate financial information. .

The Finance Department will provide continuing disclosure in compliance
with continuing disclosure certifications made at the time of each debt

issuance. :



Jeff Wiswell

om: : Carol Wirth <cawirth@wipublicfinance.com>
Sent: Monday, September 23, 2019 3:20 PM
To: ' Jeff Wiswell _
Subject: - City of Beaver Dam Information Related to Debt Issuance
. Attachments: Official Statement - 2019 Final.pdf; Debt Limit and TIF District Update as of Sept. 23,

2019.pdf; Property Valuations and Tax Levies 2010 - 2018.pdf; 2019 Statement of
changes in Equalized Value.pdf; 2019-23 CIP With Final 2019 Results.xlsx; Moody's
Credit Opinion 2018 Notes.pdf; GO Scorecard - June 2018.pdf; Scorecard Factors and
Weights.pdf; Press Release 2019 Notes.pdf

Jeff,

Enclosed herewith is information prepared for the City's annual debt issuance, along with updates to certain
pages of information: ~

1. Final Official Statement dated April 15,2019 - This document is prepared for the City's annual capital
improvement borrowing, and, for the application of Moody's bond rating. This document contains economic
and demo graphic, debt and financial information for. the City.

Pages 35 - 40 includes all of the General Obligation debt service schedules broken down by "purpose." For
example: pages 35-36 includes the debt service supported by tax levy and is named "City purposes." Pages 37
. 38 includes debt service issued for each tax incremental district and includes the increment on the respective

- page for each district. Pages 39 - 40 includes debt service supported by each utlhty, as well as the grand total of
all of these pages shown as "ALL GENERAL OBLIGATION DEBT." :

Page 41 reflects the Revenue Bond debt service for the wastewater utility which was issued through a Loan
program through the State of Wlsconsm along with a statement regarding certain covenants the utility needs to

comply with.

Page 42 - General Obligation Debt Trends for the Last Five Years shows the amount of geﬁeral obligation debt
outstanding at the end of each year, along with a calculation of debt to assessed and equalized (TID out)

valuation, and debt per capita.

Page 42 - Debt Limit - the calculation is prepared with the 2018 equalized valuation (TID IN) The 2019
equalized valuations are nqw available and a separate attachment has been prepared with the current

information.

Page 28 - Tax Increment Districts - describes the City's TIF Districts and maximum life. 2019 updated
information is available and is included.on the attached document with the updated debt limit.

Page 32 - Property Valuations and Tax Levies - The equalized valuations, both TID IN and TID OUT, and

assessed valuations for 2014 through 2018. This page, and information for prior years (2010) is attached as a

separate document. The 2019 statement of changes in equalized values by class (TID IN) is now available,
flects a 6.5% increase over 2018, and is attached as a separate document.

2. Tax Impact Analysis - 5 Yr CIP - Annually, tax impact analysis were prepared for various CIP amounts to
assist with the decision making process for the annual debt issuance. Conservative assumptions were

1



used. This information was also presented to the Administrative Committee and Council prior to each debt
issuance. Attached is the most recent analysis which includes the actual results for the 2019 CIP borrowing.

3. Moody's Bond Rating - The City's current Moody's Bond Rating is "Al." The most recent report was issuec
in 2018 and is attached hereto. This describes the rationale for the "A1" rating, strengths and challenges, and
provides insights into what factors influence the bond rating. The rating criteria includes a scorecard (attached)
which identified the City's rating as an "A2", which is one notch lower. than the "Al." However, rating
committee determines the final rating based on additional positive or negative factors. For example: Page 3 of
the credit report indicates the City's debt retirement is "rapid" with 96.8% retired in 10 years. That would be
one of the positive factors that would bring the City's rating up one notch to the "A1" level. To assist with the
understanding of the weighting behind the scoring, attached is a description prepared by Moody's. This
information is used by municipalities as a tool to guide them through decision making with regard to future debt
issuance.

In 2‘019, Moody's did not issue a credit report bécause the 2018 audit was not available at the time of the
rating. Moody's did issue a Press Release for that borrowing which is attached hereto.

For each CIP borrowing, the Official Statement, tax impact analysis and bond rating application was conipleted.
Each document served as an important tool for decision making not only by the City, but also by investors who
purchased the City's bonds. Please let me know if you have any questions.

Carol Ann Wirth
President

Wisconsin Public Finance Professionals, LLC

1025 South Moorland Road, Suite 504
Brookfield, WI 53005

Office - 414-434-9644
Mobile - 414-507-4805
Fax - 414-226-2014

Email: cawirth@wipublicfinance.com




Jeff Wiswell

From: Todd Taves <TTaves@ehlers-inc.com>

Sent: Monday, September 23, 2019 8:09 AM

To: Jeff Wiswell

Cc: Philip L. Cosson

Subject: RE: Thanks!

Attachments: PBM_1041877(1).pdf; Credit Opinion - Beaver-Dam-City-of-WI - 11Jul18.pdf
Hello Jeff,

I’'m glad you found the presentation useful. Your current policy has as its objective maintenance of a Aa3 Moody’s
rating, although the City’s current rating with Moody’s is Al so likely something that needs to be updated.

I've attached your last full credit report along with Moody’s GO rating methodology, which you may find useful. Overall,
your debt profile makes up 10% of your rating. There are two metrics related to debt: 1) debt to full value, and 2) debt
to revenue.

To have the first metric score in the “Aa” range, G.O. debt principal outstanding must be 1.75% or less of the City’s full
value — equivalent to using no more than 35% of your debt limit allowed by the State. To be in the “A” range, you need
to be at 80% or less, although since you are at the top end of the A level, you would want to be closer to the 35% than to
the 80%.

On the second one, to be “Aa” requires that total G.O. debt principal outstanding be less than .67x of total governmental
fund operating revenues. For “A”, it is no more than 3x operating revenues.

So one thought for you given that the objective of your policy is maintenance of a certain rating level would be to tie
that policy to the criteria that Moody’s is actually using to determine your rating. Bear in mind, 90% of your overall
rating is determined by other factors, and that whatever rating target the City is aiming for should be based on some
analysis looking at actual capital needs to make sure the policy and the CIP are aligned.

| also noted that in your policy that there is an exception for debt issued to support economic development projects. I've
worked with other communities who similarly look at debt for those purposes to be an exception, but one thing to bear
in mind is that Moody’s still counts TIF supported debt as part of your debt burden. The only exception they make is for
G.O. debt supported by essential purpose utilities like water, sewer and storm.

In terms of sample policies you might find useful, GFOA has an inventory here:
https://gfoa.org/debt-management-policy-examples

If we can be of further assistance to the City, certainly let us know.

Todd

Todd Taves, CIPMA
Senior Municipal Advisor
O: (262) 796-6173 | M: (414) 416-0962 | ehlers-inc.com
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Debt Limit — September 23, 2019

The City has the power to incur indebtedness for City purposes specified by statute in an
aggregate amount, not to exceed five percent of the equalized value of taxable property in the
City, as last determined by the State of Wisconsin Department of Revenue. See
“CONSTITUTIONAL AND STATUTORY CONSIDERATIONS AND LIMITATIONS
CONCERNING THE CITY’S POWER TO INCUR INDEBTEDNESS — Debt Limit” herein. The
table below reflects direct bonded indebtedness as of the closing of the Notes and is a comparison
of the outstanding indebtedness of the City as a percentage of the applicable debt limit.

Equalized Valuation (2019) as certified by Wisconsin Department of

Revenue $1,233,748,100
Legal Debt Percentage Allowed 5.00%
Legal Debt Limit $61,687,405
Net General Obligation Debt Outstanding $24,594,272
Unused Margin of Indebtedness $37,093,133
Percent of Legal Debt Incurred 39.87%
Percent of Legal Debt Available 60.13%

Tax Incremental Districts — September 23, 2019

The City has created tax increment districts under Wisconsin Statutes Section 66.1105. TID
valuations totaling $99,030,600 have been excluded from the City’s tax base for 2019.

2019 TID
Base Base Current 2019 Value Maximum
Year Value Value Increment Life
TID No. 4 1994 $10,065,100 $80,922,600 $70,857,500 09/26/2021
TID No. 6 2009 832,700 7,027,800 6,195,100 12/15/2035
TID No. 7* 2016 -0- 21,978,000 21,978,000 05/16/2036
TID No. 8 2018 $7,192,000 6,999,100 (Negative) 08/20/2038

* TID No. 7 is an overlay of a portion of TID No. 4
NOTE: The Common Council approved the creation of TID No. 9 on December 17, 2018.

Source: City of Beaver Dam / Wisconsin Department of Revenue
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Beaver Dam (City of) WI
Update to credit analysis

Summary

The City of Beaver Dam's (A1) credit profile is supported by a moderately-sized tax base
with slightly below average wealth and income levels, average reserves, and a moderate
pension burden. The city also has a moderate debt burden that is above average compared
to similarly-rated municipalities. Additionally, the city operates wastewater, stormwater, and
water funds. The funds have accumulated a sizeable interfund loan from the general fund,
which have pressured the general fund's liquidity. Following sizeable rate increases in each of
the enterprises, the loans are not anticipated to increase.

Credit strengths
» Moderately sized tax base located northeast of the City of Madison

» Moderate debt and pension obligations

Credit challenges
» Weak resident income levels

» Somewhat concentrated tax base, with top 10 taxpayers comprising 17% of 2017 assessed
valuation

» Liquidity somewhat constrained due to loans to underperforming enterprise operations

Rating outlook
Outlooks are generally not assigned to local government credits with this amount of debt.

Factors that could lead to an upgrade
» Material tax base growth and diversification

» Significant increases in operating fund cash and reserve levels

Factors that could lead to a downgrade
» Decline in taxable valuations or deterioration of the city's resident income levels
» Further declines in available operating fund cash or reserve levels

» Material increases in debt levels

This document has been prepared for the use of Todd Taves and is protected by law. It may not be copied, transferred or disseminated unless
authorized under a contract with Moody's or otherwise authorized in writing by Moody's.
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Key indicators

Exhibit 1

Beaver Dam, WI 2013 2014 2015 2016 2017
Economy/ Tax Base

Total Full Value ($000) $1,026,711 $1,018,614 $1,041,829 $1,062,795 $1,112,184
Population 16,275 16,331 16,400 16,440 16,440
Full Value Per Capita $63,085 $62,373 $63,526 $64,647 $67,651
Median Family Income (% of USMedian) 86.1% 86.7% 86.4% 86.6% 86.6%
Fnances

Operating Revenue ($000) $14,691 $15,257 $15,540 $15,433 $15,871
Fund Balance ($000) $2,602 $1,959 $2,623 $2,123 $3,121
Cash Balance ($000) $1,374 $319 $1,236 $700 $1,067
Fund Balance as a % of Revenues 17.7% 12.8% 16.9% 13.8% 19.7%
Cash Balance asa % of Revenues 94% 21% 8.0% 4.5% 6.7%
Debt/Pensions

Net Direct Debt ($000) $21,865 $20,884 $23,876 $24,265 $22,841
3-Year Average of Moody's ANPL ($000) $7,869 $10,103 $13,426 $18,566 $21,204
Net Direct Debt / Full Value (%) 21% 21% 23% 23% 21%
Net Direct Debt / Operating Revenues (x) 1.5x 1.4x 1.5x 1.6x 1.4x
Moody's- adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.8% 1.0% 1.3% 1.7% 19%
Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 0.5x 0.7x 0.9x 1.2x 1.3x

The above table reflects data through fiscal 2017.
Source: Moody's Investors Service; audited financial statements; US Census Bureau

Profile
Beaver Dam is located in Dodge County (Aa2) roughly 35 miles northeast of Madison (Aaa stable). It encompasses 8.5 square miles
with a population of over 16,000. :

Detailed credit considerations

Economy and tax base: moderately sized tax base near Madison, weak resident income levels

We expect the city's tax base will remain moderately sized but stable given recent growth. The 2017 full valuation was $1.1 billion
with a three year trend of approximately 3.0% annual growth driven by the city's commercial and residential development. The
city is primarily residential (55% of full value) followed by a solid commercial (35%) presence. Taxpayer concentration is moderate,
with the top ten taxpayers accounting for 17% of assessed value. The largest taxpayer is Wal-Mart Stores, Inc. (Aa2 stable) at 7%

of the total valuation, and city staff report stable operations. The other large taxpayers are a mix of commercial, retail, residential
and manufacturing. The city's population has been growing, and grew 6.9% between 2000 and 2010. Reflecting the strong regional
economy, Dodge County's (Aa2) unemployment rate is low. At 2.3% in April 2018, the county's unemployment rate was below

the state and national rates of 2.7% and 3.7%, respectively. Wealth indices are below average, with median family income at
approximately 87% of the national median.

Financial operations and reserves: liquidity expected to improve

We expect the city's financial position to remain sound. Across all operating funds (general and debt service), the city's available fund
balance totaled $3.1 million, or a healthy 19.7% of combined revenue. The fiscal 2018 budget is balanced, with management reporting
no major variances to date. The city's largest revenue source is property taxes, representing 61% of fiscal 2017 operating funds revenues
followed by intergovernmental revenues (state shared revenues) at 19%. Wisconsin city are subject to strict operating levy limits that
only allow increases for net new construction.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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MOODY'S INVESTORS SERVICE U.S. PUBLIC FINANCE

LIQUIDITY

The city closed fiscal 2017 with a net cash position of $1.1 million, a limited 6.7% of revenues. The city's cash position is expected to
remain at this level or improve slightly in fiscal 2018 as the enterprise funds become better positioned to repay interfund loans to the
general fund. From 2010 to 2014, the city's general fund net cash position declined to a narrow $319,000 (2.4% of revenues), from
$2.6 million (19.5% of revenues). This was largely due to ongoing support for underperforming enterprise funds, with interfund loans
increasing to $2.0 million in fiscal 2017. With rate increases in the stormwater and water utilities of 35% and 30%, respectively, as well
as a rate increase planned for wastewater utility in 2018, the interfund receivables are not expected to increase in fiscal 2018. Further,
performance in the water utility is expected to improve following the final debt payment of utility bonds in 2018.

At year-end fiscal 2017, unrestricted cash and investments across all governmental funds totaled $2.9 million or 15.4% of governmental
revenues, while enterprise funds held no cash.

Debt and pensions: moderate debt and pensions

Inclusive of the upcoming debt issuances, the city's direct net debt burden is above average 2.4% of full value and 1.7x operating
revenues. The city is typically in the market with new GO debt every year and plans to issue $3.7 million in fiscal year 2019 and 2020,
which is in accordance with its capital improvement plan.

The city participates in the Wisconsin Retirement System (WRS), a statewide cost sharing plan. Employer contributions to WRS in
fiscal 2017 were $652,000 or a low 4.1% of operating revenue. Fixed costs, inclusive of debt service and pension contributions, were a
moderate 17.7% of fiscal 2017 operating revenue.

DEBT STRUCTURE
All of the city's debt is fixed rate. Principal amortization is rapid with 96.8% of debt retired within 10 years.

DEBT-RELATED DERIVATIVES
The city is not a party to any swap or derivative agreements.

PENSIONS AND OPEB

Moody's adjusted net pension liability (ANPL) for Beaver Dam, under our methodology for adjusting reported pension data, was $22.7
million in fiscal 2017, a 12% increase from the fiscal 2015 ANPL of $20.2 million. The increase in the one year metric reflects various
factors, including plan asset underperformance relative to plan assumptions, and the decline in the Citi Pension Liability Index rate,
which is the market based discount rate we use to calculate the ANPL. Despite the increase in ANPL, the city's three year average ANPL
remains moderate at 1.3x operating revenue and 1.9% of full value.

Moody's ANPL reflects the use of a market-based interest rate to value accrued liabilities. The ANPL reflects the allocation of WRS
liabilities to participating employers, which became a required reporting standard under GASB in fiscal 2015. The ANPL is not intended
to replace the city's reported liability information but is used to enhance comparability with other rated entities.

The city's other post-employment benefits (OPEB) liability is funded on a pay as you go basis. The total unfunded liability is $1.7 million
as of January 1, 2015, the most recent actuarial valuation report.

Management and governance: moderate institutional framework

Wisconsin cities have an Institutional Framework score of A, which is moderate. Institutional Framework scores measure a sector's
legal ability to increase revenues and decrease expenditures. The sector's major revenue source, property tax revenue, is subject

to a cap that restricts cities from increasing their operating property tax levies except to capture amounts represented by net new
construction growth. Revenues and expenditures tend to be predictable. Across the sector, fixed and mandated costs are generally high.
Expenditures are somewhat flexible, as collective bargaining is allowed for public safety employees but is curbed for non-public safety
employees.

The city maintains an informal fund balance policy to maintain reserves at 15% of general fund revenues, a debt policy, and capital
improvement plan, and a purchasing policy.
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Jeff Wiswell

From: Brian Della <bdella@pmanetwork.com>

Sent: Thursday, September 19, 2019 6:00 PM

To: Jeff Wiswell

Subject: Debt Management Policy Documents

Attachments: PMA Presenation WGFOA_Spring 2019_Final_rl.pdf; GFOA_BP_Debt Management

Policy.pdf; Ashwaubenon Debt Management Policy_2018-07-17 Board Packet.pdf;
Fitchburg_PPT_CIP and Financial Policies Presented.pdf;
Marshfield_Debt_Status_Policy_Review_2013.pdf;
Megquon_exhibit_a_-_financial_policies_-_city_of_mequon.pdf; Middleton_Debt

Management Policy - Current.pdf; River Falls_City WI_Debt Management Policy.pdf

Hi Jeff, Attached you will find documents.

e PMA’s Debt Planning and Related Policies presentation (WGFOA 4/25/2019)
e GFOA Debt Management Policy Best Practice

Example policies
¢ Village of Ashwaubenon
e ity of Fitchburg
e City of Marshfield
e City of Mequon
s City of Middleton
o City of River Falls

Happy to discuss. Take care, Brian Della

MSRB Rule G-42 requires municipal advisors to provide disclosures regarding all material conflicts of interest and any
legal or disciplinary events material to a client’s evaluation of the firm or the integrity of the firm’s management or
advisory personnel. A link to the PMA Securities, LLC Municipal Advisor Disclosure Statement can be found here.

Brian J. Della, CFA
Director, Public Finance

PMA Securities , LLC
770 N. Jefferson Street, Suite 200
Milwaukee, Wisconsin 53202

D 414.436.3523
M 414.378.2050
www.pmanetwork.com

PMA-Celebrating 35 Years!

Integrity. Commitment. Performance.™

PMA Financial Network, LLC, PMA Securities, LLC, and Prudent Man Advisors, LLC (hereinafter “PMA”) operate under common ownership. PMA
Securities, LLC is an SEC and MSRB registered broker-dealer and municipal advisor and a member of FINRA and SIPC. Prudent Man Advisors, LLC is
an SEC registered investment adviser. For more information, please visit us at www.pmanetwork.com.

All emails sent to or from PMA are subject to archival, monitoring and/or review by PMA personnel and may be produced to regulatory agencies and
others as required by law. Email transmission cannot be guaranteed to be secure, timely or error-free. PMA therefore recommends that you do not
send confidential information to us via email. This is not an offer, or solicitation of an offer to buy or sell any security, investment or other product. Any
information regarding specific investment products is subject to change without notice. This message and any attachments are solely for the intended
recipient and may contain confidential or privileged information. If you are not the intended recipient, any disclosure, copying, use or distribution of the

1
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12/11/2018 Debt Management Policy

Government Finance Officers Association

.

BEST PRACTICE
Debt Management Policy

Notice:

Issuers of municipal securities should be aware of new disclosure requirements in SEC
Rule 15¢2-12, effective on securities issues on or after February 27, 2019. GFOA
recommends issuers consult counsel prior to the effective date to determine how these
changes may impact debt portfolios and debt management policies and procedures.

The Continuing Disclosure Agreements will include affirmation by governments for debt
issues on or after February 27, 2019 to:

. disclose additional information about material financial obligations (e.g., guarantees,
capital leases, and bank loans) for securities entered into after the effective date
. make event filings of any material changes reflecting financial difficulties should any occur

to outstanding or new financial obligations

BACKGROUND:

Debt management policies are written guidelines, allowances, and restrictions that guide the debt
issuance practices of state or local governments, including the issuance process, management of a
debt portfolio, and adherence to various laws and regulations. A debt management policy should
improve the quality of decisions, articulate policy goals, provide guidelines for the structure of debt
issuance, and demonstrate a commitment to long-term capital and financial planning. Adherence to
a debt management policy signals to rating agencies and the capital markets that a government is
well managed and therefore is likely to meet its debt obligations in a timely manner. Debt
management policies should be written with attention to the issuers specific needs and available
financing options and are typically implemented through more specific operating procedures. Finally,
debt management policies should be approved by the issuerOs governing body to provide credibility,
transparency and to ensure that there is a common understanding among elected officials and staff
regarding the issuerOs approach to debt financing.

RECOMMENDATION:

GFOA recommends that state and local governments adopt comprehensive written debt
management policies. These policies should reflect local, state, and federal laws and regulations.
To assist with the development of these policies. GFOA recommends that a governmentOs Debt
Management Policy (Policy) should be reviewed periodically (and updated if necessary) and should
address at least the following:

http://gfoa.org/print/466 1/4
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Debt Management Policy

1. Debt Limits. The Policy should consider setting specific limits or acceptable ranges for each type
of debt. Limits generally are set for legal, public policy, and financial reasons.

a. Legal restrictions may be determined by:

« State constitution or law,
» Local charter, by-laws, resolution or ordinance, or covenant, and
» Bond referenda approved by voters.

b. Public Policies will address the internal standards and considerations within a government and
can include:

» Purposes for which debt proceeds may be used or prohibited,

+ Types of debt that may be issued or prohibited,

» Relationship to and integration with the Capital Improvement Program, and

+ Policy goals related to economic development, including use of tax increment financing and
public-private partnerships.

¢. Financial restrictions or planning considerations generally reflect public policy or other financial
resources constraints, such as reduced use of a particular type of debt due to changing financial
conditions. Appropriate debt limits can have a positive impact on bond ratings, particularly if the
government demonstrates adherence to such policies over time. Financial limits often are
expressed as ratios customarily used by credit analysts. Different financial limits are used for
different types of debt. Examples include:

« Direct Debt, including general obligation bonds, are subject to legal requirements and may be
able to be measured or limited by the following ratios:

Debt per capita,

Debt to personal income,

Debt to taxable property value, and

Debt service payments as a percentage of general fund revenues or expenditures.

[+]

[+]

[«

=]

» Revenue Debt levels often are limited by debt service coverage ratios (e.g., annual net
pledged revenues to annual debt service), additional bond provisions contained in bond
covenants, and potential credit rating impacts.

« Conduit Debt limitations may reflect the right of the issuing government to approve the
borrowerOs creditworthiness, including a minimum credit rating, and the purpose of the
borrowing issue. Such limitations reflect sound public policy, particularly if there is a
contingent impact on the general revenues of the government or marketability of the
government(ds own direct debt.

« Short-Term Debt Issuance should describe the specific purposes and circumstances under
which it can be used, as well as limitations in term or size of borrowing.

« Variable Rate Debt should include information about when using non-fixed rate debt is
acceptable to the entity either due to the term of the project, market conditions, or debt
portfolio structuring purposes.

2. Debt Structuring Practices. The Policy should include specific guidelines regarding the debt
structuring practices for each type of bond, including:

» Maximum term (often stated in absolute terms or based on the useful fife of the assel(s)),

* Average maturity,

+ Debt service pattern such as equal payments or equal principal amortization,

+ Use of optional redemption features that reflect market conditions and/or needs of the
government,

« Use of variable or fixed-rate debt, credit enhancements, derivatives, short-term debt, and
limitations as to when, and to what extent, each can be used, and

http://gfoa.org/print/466
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3. Debt Issuance Practices. The Policy should provide guidance regarding the issuance process,

Debt Management Policy
Other structuring practices should be considered, such as capitalizing interest during the

construction of the project and deferral of principal, and/or other internal credit support,
including general obligation pledges.

which may differ for each type of debt. These practices include:

4. Deb

Selection and use of professional service providers, including an independent financial
advisor, to assist with determining the method of sale and the selection of other financing
team members,

Criteria for determining the sale method (competitive, negotiated, private placement) and
investment of proceeds, '

Use of comparative bond pricing services or market indices as a benchmark in negotiated
transactions, as well as to evaluate final bond pricing results,

Criteria for issuance of advance refunding and current refunding bonds, and

Use of credit ratings, minimum bond ratings, determination of the number of ratings, and
selection of rating services.

t Management Practices. The Policy should provide guidance for ongoing administrative

activities including:

5. Use of Derivatives. The Debt Management Policy should clearly state whether or not the entity

can or

Investment of bond proceeds,

Primary and secondary market disclosure practices, including annual certifications as
required,

Arbitrage rebate monitoring and filing,

Federal and state law compliance practices, and

Ongoing market and investor relations efforts.

should use derivatives. If the policy allows for the use of derivatives, a separate and

comprehensive derivatives policy should be developed (see GFOAOs Advisory, Developing a
Derivatives Policy and Derivatives Checklist).

Notes:

The County of San Diego, CA was awarded the GFOA Award for Excellence for outsanding use of

GFOA'

Post Issuance Compliance Checklist
Debt Issuance Checklist: Considerations When Issuing Bonds

s Best Practice on Debt Management Policy. To learn more about the County's

implementation process, please visit their award page.

References:
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GFOA Advisory: Using Variable Rate Debt Instruments, 2010.

GFOA Advisory: Use of Debt-Related Derivatives Products, 2010.

GFOA Derivatives Checklist, 2010.

GFOA Best Practice: Selecting Bond Counsel, 2008.

GFOA Best Practice: Selecting and Managing Municipal Advisors, 2014.
GFOA Best Practice: Selecting Underwriters for a Negotiated Bond Sale, 2008.
GFOA Best Practice: Post-Issuance Policies and Procedures, 2017.

GFOA Best Practice: Primary Market Disclosure, 2017.

GFOA/NABL Post Issuance Compliance Checklist, 2003.

3/4



12/11/2018 Debt Management Policy

¢ Debt Management Policy Examples
e Benchmarking and Measuring Debt Capacity, Rowan Miranda and Ron Picur, GFOA, 2000.
e A Guide for Preparing a Debt Policy, Patricia Tigue, GFOA, 1998.
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