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Types of Municipal Debt 

Debt Structures 

 

 

 

 

 

 

 

 

 

 

 

 

The structure will depend upon the issuer’s goals, purpose/project type, state statutes, etc.
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General Obligation Bond Credit Rating Analysis 

HIGHLIGHTS FROM GO BOND RATING REPORT FEBRUARY 22, 2024 (S&P): AA/STABLE 

 

On February 22, 2024, the Village of Hobart’s General Obligation Promissory Notes and Taxable General Obligation Promissory Notes 

was assigned a “AA”/Stable rating by S&P Global Ratings, a division of S&P Global. At the same time S&P affirmed the Village’s rating 

on its outstanding general obligation debt.  Below is a highlight of the information from the Rating Report: 

 

The rating reflects our assessment of the following factors for Hobart. 

• A very strong economy with access to a broad and diverse metropolitan statistical area. 

 

• Good financial-management policies, practices under our Financial Management Assessment (FMA) 

methodology—highlighted by its quarterly budget-to-actual results and investment reporting to the village board, formal five-

year capital plan, and recently revised formal reserve policy that includes larger debt-service payments—and strong Institutional 

Framework score. 

 

• Strong budgetary performance, with an estimated general fund operating surplus in fiscal 2023, coupled with a history of 

maintaining very strong budgetary flexibility. 

 

• Very strong liquidity. 

 

• Adequate institutional framework score. 

 

• Weak debt-and-contingent-liability profile, with debt service carrying charges at 32% of expenditures and net direct debt that is 

579% of total governmental fund revenue, and low pension and other postemployment benefit (OPEB) costs. 
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BAIRD INTERNAL VILLAGE OF HOBART GENERAL OBLIGATION BOND CREDIT ANALYSIS: USING 2024 AUDIT AND 

AVAILABLE INFORMATION 

 

On September 9, 2024, S&P Global Ratings published a new U.S. Government rating methodology which made 

changes in how counties and municipalities are viewed and rated.   

 

The updates for rating municipalities specifically were: 

 

• Increased the weighting of the IF assessment and relocated the IF analysis to stand apart from the weighted 

factors of the government's ICP. This improved comparability with our analysis of all local and regional 

governments globally. 

• Updated the weights for each of the five key credit factors of the ICP to 20%. This included a change from the 

previous approach in which debt and contingent liabilities were 10% and economy was 30% of the analysis. 

This change improved comparability with our analysis of all local and regional governments globally. 

• Reoriented our initial economy assessment to reflect broader regional indicators, including gross country 

product and county per capita income, rather than specific scoring of taxable market values. 

• Added annual pension and other postemployment benefit costs to our initial assessment within the debt and 

liabilities factor of the ICP. This elevated the importance of pension and OPEB costs in our analysis of a 

government's fixed costs. 

• Incorporated a more flexible approach to modifiers, caps, and adjustments, which allows us to better capture 

atypical credit characteristics. 

 

 

On the following pages is Baird’s internal general obligation bond credit analysis for the Village of Hobart: 
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GENERAL OBLIGATION BOND CREDIT RATING COMPARISON ANALYSIS 
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Financial Plan Data Tables & Key Assumptions 

EQUALIZED VALUE (HISTORICAL) 
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EQUALIZED VALUE (PROJECTED FUTURE USING HISTORICAL AVERAGE) 
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OPERATING BUDGET PROJECTIONS 
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LONG-TERM CAPITAL FINANCE PLAN 
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The Village of Hobart provides Baird with an updated Long-Term Capital Improvement Plan annually to strategically 

update the villages’ long-term hypothetical borrowing plan. It also allows for forward planning in the event a large 

one-time expenditure is expected soon.  

The village has a goal of funding capital improvement projects of around $2,000,000 to cover for each year of capital 

projects. 

The Village during the budgetary process forecast capital projects in which to be funded over the fiscal year.  During 

the 2025 Budget Presentation with the Village Board the following projects were identified: 

Capital projects to be funded in 2025 ($1,294,744): 
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GENERAL OBLIGATION MSC BUILDING FINANCE PLAN (UPDATED ANNUALLY WITH VILLAGE OFFICIALS) 
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GENERAL OBLIGATION BONDING CAPACITY - ASSUMES FUTURE CAPITAL BORROWINGS 
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Village of Hobart
HYPOTHETICAL G.O. DEBT CAPACITY AS OF 12/31

Existing Principal Outstanding 2028 MSC Building - 10M Remaining Debt Capacity

Note: Future capacity based on 2024 Equalized Valuation (TID-IN) of 1,675,587,900 with annual growth of 2.00% thereafter. 

P E R C E N T  O F   C A P A C I T Y   R E M A I N 

I N G



Village of Hobart  

2025 Financial Management Plan   

   

29 

 

Projected Property Tax Impacts (After Future Hypothetical General Obligation Borrowing)  
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Tax Increment Finance Districts & Economic Development Initiatives   

EXECUTIVE SUMMARY  

 

Tax Incremental Districts (“TID”) are one of the most powerful economic development tools available to municipalities.  

Hobart has a history of actively using this tool to foster not only tax base growth but also blight elimination, orderly 

development of newly created commercial and industrial parcels and expanded employment opportunities. Hobart 

also has utilized Tax Increment Districts to assist in the detailed planning of responsible municipal growth and provide 

a mechanism to create much needed amenities and services for their residents.  TID # 1 and TID # 2 are both mixed 

used districts. 

 

Different types of TIDs offer varying challenges.  TIDs created to rehabilitate parcels regularly incur significant costs 

to demolish existing facilities, remediate environmental contamination and, in general, prepare the parcel for new 

development.  For these reasons, the “cost to revenue” ratio for TIDs with a focus on rehabilitation is significantly 

greater than TIDs created to foster new residential or commercial development. However, it is important to recognize 

that a significant benefit accrued to Hobart (and all overlapping taxing entities of the two TIDs) for the redevelopment 

in TID #1 and TID #2 include an expanded employment base with jobs offering competitive compensation.  Without 

the use of TIDs, it is highly unlikely that this revitalization would have occurred.  

  

Existing TIDs 

• TID #1: Centennial Centre at Hobart 

• TID #2 Southeast Hobart Business Park 
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TID # 1 was created in 2009 and TID # 2 in 2011.  Incremental value growth, that is, the increase in equalized property 

values, within the existing TIDs is over $490 million.  This incremental value computes to over 29.26% of Village 

equalized value which exceeds the 12% value limit.  As a result, the Village cannot create a new TID or amend 

boundaries of any existing TIDs until the capacity is under the 12% limit.  The Village will need to either close a district 

or consider doing a territory subtraction amendment to free up capacity.  

 

TID #1 and TID # 2 both received the Technical College three-year extension due to Wisconsin Senate Bill 53 Act 254.   

 

TID #1 with the extension is expected to close in 2032 and TID #2 with the extension is expected to close in 2034. It 

is possible both districts may be able to close earlier depending on future tax rates and expenditure determinations. 

 

CHALLENGES  

 

TID project plans are required to include an economic feasibility analysis.  A component of the analysis projects annual 

TID revenues compared to annual TID expenditures.  A challenge facing all TIDs is the “fixed” nature of the 

expenditures versus the “variable” nature of the revenues.  For example, TID expenditures are often funded by the 

issuance of debt.  That debt typically has fixed payments over a long-term period (up to 20 years for General 

Obligation debt).  The revenue stream, comprised predominantly of tax revenue, varies annually based on changes 

to property value in the TID and the combined equalized tax rate.   As with any projection, further into the future the 

projection spans, the confidence placed on subsequent years’ projections is reduced. 

 

Additional challenges that can have had a significant impact on TID revenues include the following: 

➢ State legislative changes 
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➢ Department of Revenue assessment practice changes  

 

BRIEF EXPLANATION OF TID  

 

Tax Incremental Financing (“TIF”) is an economic development tool available to Wisconsin communities. The 

community administers the Tax Incremental District (“TID”), however, all taxing entities overlapping the TID benefit 

from the improvements the TID fosters. Those benefits include the expansion of tax base, expansion/stabilization of 

employment and workforce base and orderly community development/redevelopment.  

 

A TID is comprised of geographically contiguous parcels in need of development or redevelopment. The property 

value of a TID is frozen at the time of creation – this frozen value is referred to as the “base value”. Overlapping 

taxing entities (Village, School District, County and Technical College District) continue to collect tax revenue on the 

base value over the life of the TID. Tax revenue on the incremental value (the “tax increment”) accrues to the TID 

rather than the overlapping taxing jurisdictions. TID revenues are comprised primarily of taxes collected on the 

incremental value but also include land sale revenue, lease revenue, certain state aid payments and investment 

earnings on accumulated fund balance. These revenues fund projects are intended to foster economic 

development. Once sufficient TID revenue has been received to pay TID project costs, the TID closes, and the newly 

created tax increment becomes a component of the total valuation of all overlapping taxing jurisdictions.  
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2025 TIF Value Limitation Report 

Wisconsin Department of Revenue 
 TID   2025 TID 2025 TID 2024 Total Muni    

 Co-Muni TID Base Current Value Equalized 5% 7% 12% 

Municipality Code No. Year Value Increment Value Test Test Test 

Hobart 05126 001 2009 $333,838,600 $312,846,700     

  002 2011 $181,171,300 $177,955,500     

Municipal Totals    $515,009,900 $490,802,200 $1,677,209,900   29.26% 
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TID #1 SUMMARY  
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CASHFLOW PROFORMA – CURRENT STATUS 
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TID # 2 SUMMARY 
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CASHFLOW PROFORMA – CURRENT STATUS 
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Current Financial Position of Water Utility  

WATER UTILITY DEBT SCHEDULES 
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WATER UTILITY COVERAGE ANALYSIS  
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Current Financial Position of Sewer Utility 

SEWER UTILITY DEBT SCHEDULES 
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SEWER UTILITY COVERAGE ANALYSIS 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Village of Hobart  

2025 Financial Management Plan   

   

45 

 

STORM WATER COVERAGE ANALYSIS 
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Review Policies & Observations 

➢ Fund Balance Policy: Developed in 2012. The Village of Hobart finds that this policy is essential to maintain an adequate level of 

fund balance within the General Fund too: 

o Adapt to revenue shortfalls and/or unanticipated expenditures. 

o Help ensure stable tax rates. 

o Provide for adequate cash liquidity for normal operations. 

o Maintain positive factors with the municipal bond market's assessment of the Village's credit quality. 

 

The Village's fund balance within the General Fund shall be maintained at a level of 25-30% of annual General Fund 

budgeted expenditures. Any amount above 30% of annual General Fund budgeted expenditure, and otherwise not 

encumbered in any way, should be considered as the Village's unassigned fund balance. During the preparation of the 

budget for the subsequent year, the Village Administrator shall recommend to the Village Board a plan for usage of this 

unassigned fund balance.  

 

The Village's fund balance shall be assigned by the Village Board and administered by the Village Administrator. The 

usage shall, in order of consideration, be limited to: 

 

• Covering revenue shortfalls or negative budget variances of the current fiscal year. 

• Transferring unassigned fund balance to the Village’s Capital Improvement fund to offset anticipated purchases or 

projects and/or to reduce principal borrowed for an expected capital outlay. 

• Downsizing or retiring outstanding, levy-funded debt obligations. 

• Reducing the general fund tax levy. 

 

➢ Cash Management Policy: Developed in 2012 

 

➢ Debt Management Policy: Developed in 2012 

 

The Village of Hobart has strong management policies in place. They should continue to be reviewed on an ongoing basis.  
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Disclosures 

 

Robert W. Baird & Co. Incorporated is providing this information to you for discussion purposes. The materials do not contemplate or 

relate to a future issuance of municipal securities. Baird is not recommending that you take any action, and this information is not 

intended to be regarded as “advice”’ within the meaning of Section 15B of the Securities Exchange Act of 1934 or the rules thereunder. 


