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BONDING 101

What Is Bonding/Debt

BONDING 101

» Governments issue a .
Rationale and Concerns

bond/evidence of

obligation to borrow ) . L

mo,?ey * Pro: Wisconsin law realities

* Pro: Spread cost of asset over useful
life (multi-generational use)

* Pro: Opportunity/multiplier

» Wisconsin Statutes —
Chapters 66, 67, and
Others

« Tax-Exemption — + Con: Future debt service payments
Fedaral vaemment impact future budgets/tax levies
Subsidy « Con: Complying with additional
regulatory requirements

» Con: Ratings

Reflections and memorable
financings (1994-2022)

STATE OF WISCONSIN EXPERIENCES

Addressing political/governing body expectations

+ What are the optics

» Copy machine financing to $1.5
billion deficit financing

* Roads, prisons, office buildings,
grants and other ‘essential’ items

« High profile projects — Kohl Center,
Lambeau Field and Fiserv Forum

* Policy analysis, decisions and
reactions

Know all angles and
factors of the issue

Financial analysis

versus political
analysis

Municipal disclosure
considerations

« What s the financial bottom line
+ What is the policy requirements and/or ramifications

« Selective hearing
« Reality is the best financial decision is often not the best political

« Political speak versus materiality
« Elections and campaigning — Finance Director’s nightmare

decision




STATE OF WISCONSIN EXPERIENCES

State Debt - Slice of the Pie

» General obligation debt —
$1,157/resident

* Appropriation obligations —
$429/resident

* Transportation revenue bonds —
Approximately $30 from each motor
vehicle registration fee

» Water/wastewater programs —
Clean Water Fund/Safe Drinking
Water Loan Program

Source: State of Wisconsin Contining Disclosure
‘Annual Report - Dec 2023
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MUNICIPAL MARKET UPDATE

Current Realities

Historical AAA GO Yield
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1. Utilize all your resources

o Municipal Advisors, Bond Counsels, Neighboring Entities, State and National
Organizations

2. Never second-guess past decisions
o Importance of written policies, criteria and standards
3. Always plan for staff turnover
o Murphy’s law — staff take other opportunities at the worst times

4. Delivering good or bad news
o Give yourself room

True Interest Cost(TI) Rate
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MUNICIPAL MARKET UPDATE

Recent Ride

State of Wisconsin True Interest Cost (TIC) Rate - G.O.
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What Does The Future Hold?

MUNICIPAL MARKET UPDATE

« Every economist has an idea, theory
and prediction

* Next year?

* Next 5 years?
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HOT TOPICS IN PUBLIC FINANCE

You Heard It Here First
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HOT TOPICS IN PUBLIC FINANCE

Disclosure

» Municipal disclosure; responding
to investor needs and
expectations

oMunicipal bonds/used cars
o Timely disclosure
o Voluntary disclosure considerations

» SEC Interpretive Release; Last
provided in 1992 and update being
discussed
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HOT TOPICS IN PUBLIC FINANCE

New refunding approaches

Offer to Tender Outstanding

%" Bonds

» Each approach likely
has unique accounting
_ impacts on financial
v IFemee] Dy statements and
accompanying notes

Alternative Redemption
Provisions

B
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HOT TOPICS IN PUBLIC FINANCE

You heard it here first

 Other matters placing stress on the
municipal market
oSubsidy provided by federal
government with tax-exemption
o Internal Revenue Code 1986
o Build America Bonds (BABs), Inflation
Reduction Act (IRA)
oCorporate operations and actions
o Climate change
oPensions and other post-
employment benefits (OPEBs)
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Ways for Governments/Staff To Improve
Experience With Bonding

-

. Open and frequent communication with advisors, bond counsel,
and other professional service providers

N

. Challenge the professional service providers; ask “why” and ask
for alternatives

w

. Honest inventory and assessment of your “risks"; financial and
other

&

Create and maintain debt policies and procedures

G bakertilly

Having tomorrow’s conversations today
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Public Sector practice

MUNICIPALITIES
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UTILITIES AND TRANSIT

4, 000 Government clients '

Specialized = STATE
== government . Ml ENTITES
350+ j Public sector
professionals - AT
specialization ]
N > ASSURANCE
Years of industry KA2SCHOOL 2% | oo R S ORY ﬂ SPECIAL
90+ specialization DISTRICTS & CoRETiTNG DISTRICTS
oy S
NOT-FOR-PROFITS HIGHER EDUCATION

BAKER TILLY MUNICIPAL ADVISORS

TIE audis, complations and projections

Public Sector specialization

Human capial services
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BAKER TILLY MUNICIPAL ADVISORS

Municipal advisory services

A

Continuing Bond Refunding/ Capital project Investment Accounting
disclosure issuance refinancing planning i services
—
Housing and Utility and Attestation Asset Arbitrage Long-range
economic. user fees services. management compliance financial

development lanning

BAKER TILLY MUNICIPAL ADVISORS

« In 2023, Baker Tilly Municipal
Advisors (BTMA) was ranked
as fourth largest municipal
advisor by number of issues.

* Over the last five years, BTMA,
on average, has provided
municipal advisory services for
350 transactions each year.

A top 10-ranked municipal advisory firm

2023 MUNICIPAL ADVISOR RANKING BY NUMBER OF ISSUES
issues (mil]
412 $20,975

| 4 [Baker Tilly Municipal Advisors | 259 | $5,428]

Ehlers & Associates 236 $2,236
Stephen H McDonald & Associates Inc 151 $477

Piper Sandler & Co 145 $6,358

Source: Refinitiv
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Stay In Touch

Th nomton provios

David Erdman
MANAGING DIRECTOR, BAKER TILLY MUNICIPAL ADVISORS.

P +1(608) 240-2516
E: david.erdman@bakertly com
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