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Wausau (City of), WI
New Issue - Moody's Affirms Aa2 to Wausau, WI's GO Bonds
and Notes; Negative Outlook Assigned

Summary Rating Rationale
Moody's Investors Service has assigned a Aa2 rating to the City of Wausau, WI's $6.3 million
General Obligation Promissory Notes, Series 2017A, and $6.5 million General Obligation
Community Development Bonds, Series 2017B. Moody's has affirmed the Aa2 rating on the
city's previously issued general obligation unlimited tax (GOULT) debt. Post sale, the city will
have $77.4 million in outstanding GOULT debt. A negative outlook has been assigned.

The Aa2 rating reflects the city's moderately-sized tax base, below average resident income
indices, sound financial operations despite advances to various funds, an elevated debt
burden, and manageable unfunded pension liabilities.

Credit Strengths

» Large tax base serving as a commercial hub for North Central Wisconsin (Aa2 positive)

» Low unemployment figures

Credit Challenges

» Elevated debt burden with future issuances planned

» Ongoing advances from General Fund to tax increment districts depresses available
reserves

» Stagnant tax base and population growth

Rating Outlook
The assignment of a negative outlook reflects the city's already elevated debt burden and
additional debt issuances planned for 2017. The outlook also incorporates the ongoing
interfund advances to several Tax increment districts, further pressuring available reserves.

Factors that Could Lead to an Upgrade

» Material expansion of the tax base and/or strengthening of the city's socioeconomic
profile

» Moderation of the city's debt burden

» Repayment of outstanding General Fund advances

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1077642
https://www.moodys.com/credit-ratings/Wisconsin-State-of-credit-rating-800043271
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Factors that Could Lead to a Downgrade

» Increases to the city's debt burden

» Declines in tax base and/or deterioration of the city's demographic profile

» Narrowing of reserves and/or liquidity

» Material growth in the city's outstanding General Fund advances

Key Indicators

Exhibit 1 1

Wausau (City of) WI 2011 2012 2013 2014 2015

Economy/Tax Base

Total Full Value ($000)  $     2,652,252  $     2,554,320  $     2,520,918  $     2,655,929  $     2,633,849 

Full Value Per Capita  $           67,770  $           65,231  $          64,298  $           67,738  $           67,173 

Median Family Income (% of US Median) 88.3% 83.7% 85.7% 81.9% 84.3%

Finances

Operating Revenue ($000)  $           39,726  $          46,262  $           39,013  $           39,713  $           39,671 

Fund Balance as a % of Revenues 19.6% 17.5% 19.4% 12.9% 16.7%

Cash Balance as a % of Revenues 63.3% 60.0% 72.4% 72.0% 77.9%

Debt/Pensions

Net Direct Debt ($000)  $           43,775  $           47,597  $           45,785  $           45,061  $           50,128 

Net Direct Debt / Operating Revenues (x) 1.1x 1.0x 1.2x 1.1x 1.3x

Net Direct Debt / Full Value (%) 1.7% 1.9% 1.8% 1.7% 1.9%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) N/A 0.3x 0.4x 0.6x 0.9x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) N/A 0.5% 0.6% 0.9% 1.3%

The table above reflects data through the close of fiscal 2015 and does not refect new sale data. Post sale, the city will have $77.4 million of GOULT debt outstanding.
Source: Moody's Investors Service; Audited Financial Statements; US Census Bureau

Recent Developments
Since the last rating report published on April 7, 2016, the city published it's 2015 audited financial statements, reflecting a $720,000
surplus in the General Fund and an ending available fund balance of $5.8 million.

Detailed Rating Considerations
Economy and Tax Base: Moderately-Sized Commercial Center In North Central Wisconsin
The city of Wausau is located approximately 140 miles north of Madison (Aaa stable) and serves as the county seat for Marathon
County (Aa1). The city’s tax base has remained relatively stagnant, averaging annual declines of 0.3% since 2011 to a full valuation
of $2.6 billion. However, officials report the 2016 full valuation was not assessed properly and is in the process of being corrected.
Once updated management projects full value to reflect growth in 2016. For 2017, full valuations are projected to grow due to ongoing
commercial and residential development. The city serves as a commercial hub in north central Wisconsin (Aa2 positive), with an
economy heavily based in manufacturing and agriculture. The tax base exhibits modest concentration with the top ten taxpayers
comprising 11.2% of equalized value, and the city's largest taxpayer, Ghidorzi, a real estate development and property management
firm, accounted for 2.9% of full valuation. At 2.7% as of April 2017, the city’s unemployment rate remains well below state and national
figures of 3.0% and 4.1%, respectively. Resident income levels are below average and are estimated at 84.3% of the national median.

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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https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1021203
https://www.moodys.com/credit-ratings/Madison-City-of-WI-credit-rating-600003239
https://www.moodys.com/credit-ratings/Marathon-County-of-WI-credit-rating-600026773
https://www.moodys.com/credit-ratings/Marathon-County-of-WI-credit-rating-600026773
https://www.moodys.com/credit-ratings/Wisconsin-State-of-credit-rating-800043271
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Financial Operations and Reserves: Solid Reserves Despite Ongoing Interfund Advances
The city's financial operations will likely remain sound but limited given ongoing advances to several tax increment districts (TID).
Following a $198,000 deficit in the General Fund in 2014, the city posted a fiscal 2015 operating surplus of $720,000, predominantly
driven by a drop in fuel costs. While audited results are not yet available, preliminary estimates for fiscal 2016 indicate another
surplus of $896,000 in the General Fund attributed to higher than anticipated building permit and charges for services revenues,
and expenditure savings. The city’s fiscal 2017 budget is essentially balanced, with a nominal $6,500 deficit expected. Available fund
balance across all operating funds (General and Debt Service Funds) for fiscal 2015 totaled $6.6 million, or an adequate 16.7% of
operating revenues. Total fund balance is a much higher $10.9 million, but includes $4.3 million classified as nonspendable, due to
outstanding General Fund advances to four of the city’s TID funds. The majority of this advance ($2.5 million) is to TID #3, however
this figure declined by approximately $705,000 in fiscal 2015 ($3.2 million). Of the city’s seven active TIDs, four had a deficit fund
balance at fiscal year-end 2015. Repayment of the outstanding advances is not expected for at least five years. We believe the ongoing
advances and deficit position in the TID funds pose the potential to pressure the city's General Fund, and will be a major factor in future
credit reviews. Property taxes were the city's largest revenue source, comprising 51.8% of fiscal 2015 operating revenues, followed by
intergovernmental aid at 20.4%

LIQUIDITY

At the close of fiscal 2015, the city had a net cash position of $30.9 million, equivalent to a very healthy 77.9% of operating revenues.
The city's net cash position is significantly higher than its fund balance because it collects and remits property tax receipts to certain
overlapping entities.

Debt and Pensions: Elevated Debt Burden; Moderate Pension Burden
The city's debt burden is expected to remain elevated. Post-sale, the city's net direct debt will grow to 3.0% of full valuation and 2
times operating revenues. The city plans to refund its 2015 and 2016 State Trust Fund Loans with utility revenue debt in August 2017,
which will decrease the city's GO debt by $7.8 million. Management reports plans to issue additional revenue debt during the current
fiscal year, including approximately $5.6 million in Water System Revenue Bonds, approximately $7.4 million in Sewer System Revenue
Bonds, and approximately $16.3 million in Taxable Bond Anticipation Notes. Additional borrowing could cause the city’s debt burden to
rise to levels inconsistent with similarly rated credits, potentially placing pressure on the rating.

The city’s fixed cost burden, which includes debt service payments as well as pension and other post employment benefits (OPEB)
contributions, comprised a moderate 24.8% of fiscal 2015 operating revenues.

Wausau participates in the Wisconsin Retirement System (WRS), a statewide cost sharing plan. The city's employer contributions to
WRS in fiscal 2015 were $1.7 million or a modest 4.2% of the city’s fiscal 2015 operating revenue.

DEBT STRUCTURE

All of the city's debt is fixed rate. Principal amortization is average with 84.9% of all debt retired within 10 years.

DEBT-RELATED DERIVATIVES

The city has no exposure to debt related derivatives.

PENSIONS AND OPEB

Moody’s adjusted net pension liability (ANPL) for Wausau, under our methodology for adjusting reported pension data, was $54.3
million in fiscal 2015, a 34.6% increase from the fiscal 2014 ANPL of $40.4 million. The increase reflects various factors, including plan
asset underperformance relative to plan assumptions, and the decline in the Citi Pension Liability Index rate, which is the discount rate
we use to calculate the ANPL. Despite the increase in ANPL, Wausau's ANPL remains moderate at just 0.9 times the city’s operating
revenue and 1.3% of the full value of the city’s tax base.

Moody’s ANPL figure reflects the use of the Citi Pension Liability Index rate to value liabilities. The ANPL reflects the allocation of WRS
liabilities to participating employers, which is a required reporting standard under GASB effective fiscal 2015. The ANPL is not intended
to replace Wausau'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 was $283,195
as of January 1, 2014, the most recent actuarial valuation date.
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Management and Governance: Moderate Institutional Framework With Recent Strategic Action Plan
Wisconsin cities have an Institutional Framework score of A, which is moderate compared to the nation. 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.

Legal Security
The city's GOULT debt, including the current issuances are secured by a dedicated property tax levy, unlimited as to rate and amount.

Use of Proceeds
Proceeds from the Series 2017A Notes will be used to finance street improvement projects and community development projects
associated with TID #6. Proceeds from the Series 2017B Bonds will be used to finance community development projects associated
with TID #3.

Obligor Profile
The city of Wausau encompasses 20 square miles and serves as the county seat of Marathon County (Aa1), approximately 140 miles
north of Madison (Aaa stable), with a 2010 U.S. Census population of 39,106.

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in December 2016. Please
see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

Ratings

Exhibit 2

Wausau (City of) WI
Issue Rating
General Obligation Community Development
Bonds, Series 2017B

Aa2

Rating Type Underlying LT
Sale Amount $6,495,000
Expected Sale Date 06/19/2017
Rating Description General Obligation

General Obligation Promissory Notes, Series
2017A

Aa2

Rating Type Underlying LT
Sale Amount $6,310,000
Expected Sale Date 06/19/2017
Rating Description General Obligation

Source: Moody's Investors Service
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