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Marathon (County of) WI
Update to credit analysis

Summary
Marathon County, WI's (Aa1) credit strength is demonstrated by its solid operating history
and ample fund balance and liquidity. Although the county may experience modest fund
balance declines in fiscal 2020 (year-end December 31), reserves will remain strong and
management has worked to close its expected budget gap through reductions to department
expenditures and use of federal CARES Act grants. Management does not anticipate a
material use of fund balance in fiscal 2021, although the budget is not yet complete. Impacts
of the coronavirus to the county's operations have not been particularly severe, and the
county's sales tax collections through August 2020 were actually up 2.7% as compared to
the same point last year.

Revenue across all operating funds (general, social improvement, and debt service) have
historically consistently exceeded expenditures, allowing management to annually transfer
surplus to capital funds. The county added $1.9 million to available fund balance in fiscal
2019 even after a net transfer of $2.1 million to its capital and employee benefit funds (see
Exhibit 1). The county's largest revenue source is property taxes (46% of fiscal 2019 operating
revenue), which can only grow by net new construction, followed by intergovernmental aid
(23%), and sales taxes (15%). The county also had an unrestricted net position of $44.3
million in its highway enterprise fund, about 447% of annual fund expenditures.

The local economy is solid and the tax base will remain stable because the county is a
regional economic center for Central Wisconsin (Aa1 stable). The tax base grew at an average
annual rate of 4.7% over the last five years and is currently valued at $12.4 billion. The
base is primarily comprised of residential (64% of 2020 full value) and commercial (22%)
property, with some manufacturing (5%) and forest (4%). Although the economy was
historically centered in the lumber, wood and paper industry, it has since diversified and now
has significant healthcare and retail components.

The county's debt burden will stay relatively low even with planned borrowings over the next
three years. The county is currently issuing $17.8 million in general obligation unlimited tax
(GOULT) bonds for improvements to its county-owned health and human services facilities,
North Central Health Care (NCHC). Debt service costs are intended to be offset with revenue
generated by the facilities. Still, the county's debt burden will only be 0.4% of full value and
0.5x operating revenue after the current borrowing. The county anticipates issuing roughly
another $41 million to complete the NCHC projects.

The NCHC presents some enterprise exposure given the scale of its operations relative to
the county's. NCHC has annual operating expenses of about $79 million and it closed fiscal
2019 with an unrestricted net position of $23.9 million. NCHC is a partnership between
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Langlade (Aa3), Lincoln, and Marathon counties to provide various mental health and nursing home services. The counties jointly
own the enterprise though Marathon County is financially accountable for NCHC and records its financial operations as a discretely
presented component unit in the county's financial statements.

The county's exposure to unfunded pension benefits is modest. Marathon County participates in the Wisconsin Retirement System
(WRS), a statewide cost-sharing pension plan, which is well funded. The county's three-year average adjusted net pension liability
is $176.3 million, equal to a moderate 1.4% of full value and 2.0x revenue. Fixed costs inclusive of debt service and retiree plan
contributions totaled only $4.8 million, or 5.7% of revenue.

The coronavirus outbreak is a social risk under our ESG framework, given the substantial implications for public health and safety. We
do not see any material immediate credit risks for Marathon County. The situation surrounding coronavirus is rapidly evolving, however,
and the longer-term impact will depend on both the severity and duration of the crisis. If our view of the credit quality of the county
changes, we will update our opinion at that time.

Credit strengths

» Stable operating environment that has supported ample fund balance and liquidity

» Modest exposure to unfunded pension and OPEB liabilities

Credit challenges

» State imposed levy limits restrict the county's revenue enhancing authority

» Increased debt burden because of borrowings for capital upgrades to the county-owned NCHC campus

Rating outlook
Outlooks are typically not assigned to local governments with this amount of debt.

Factors that could lead to an upgrade

» Significant tax base expansion coupled with stronger wealth and income levels

Factors that could lead to a downgrade

» Significant increase in the debt or pension burden, absent growth in the tax or revenue base

» Sustained narrowing of operating fund balance and liquidity

» Weakness in enterprise fund performance that requires governmental support

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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Key indicators

Exhibit 1

Marathon (County of) WI 2015 2016 2017 2018 2019

Economy/Tax Base

Total Full Value ($000) $9,852,983 $10,156,245 $10,590,162 $11,054,104 $11,639,161 

Population            135,177            135,367            135,293            135,264            135,264 

Full Value Per Capita $72,889 $75,027 $78,276 $81,722 $86,048 

Median Family Income (% of US Median) 100.2% 99.3% 102.0% 100.9% 100.9%

Finances

Operating Revenue ($000) $86,528 $88,406 $86,126 $88,891 $89,619 

Fund Balance ($000) $44,053 $44,526 $43,451 $44,318 $47,716 

Cash Balance ($000) $46,701 $47,407 $46,366 $47,328 $50,620 

Fund Balance as a % of Revenues 50.9% 50.4% 50.5% 49.9% 53.2%

Cash Balance as a % of Revenues 54.0% 53.6% 53.8% 53.2% 56.5%

Debt/Pensions

Net Direct Debt ($000) $15,109 $13,042 $10,926 $12,603 $19,148 

3-Year Average of Moody's ANPL ($000) $98,684 $139,976 $156,264 $170,340 $176,373 

Net Direct Debt / Full Value (%) 0.2% 0.1% 0.1% 0.1% 0.2%

Net Direct Debt / Operating Revenues (x) 0.2x 0.1x 0.1x 0.1x 0.2x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 1.0% 1.4% 1.5% 1.5% 1.5%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 1.1x 1.6x 1.8x 1.9x 2.0x

Sources: Moody's Investors Service, US Census Bureau, Marathon County audited financial statements

Profile
Marathon County is located in north central Wisconsin, about 140 miles north of Madison (Aaa stable) and 90 miles northwest of
Green Bay (Aa3). The county seat is The City of Wausau (Aa3). It is governed by a 38-member Board of Supervisors and provides
municipal services for an estimated 135,293 residents.

Legal Security
The county’s outstanding and upcoming GOULT bonds and notes are secured by its full faith and credit and pledge to levy unlimited ad
valorem property taxes to provide for debt service.

ESG considerations
Environmental
Environmental risk is generally low for the local government sector and does not factor materially into the county's credit profile. Data
from Moody's affiliate Four Twenty Seven indicates that Marathon County has relatively moderate exposure to heat stress compared
to other counties nationally. While the county has low water stress because of its relative abundance of fresh water, it does have
elevated exposure to extreme rainfall events, which may cause flooding. The county does not operate any utilities, as water, sewer, and
stormwater management is handled by various underlying units of government.

Social
Social considerations that factor into the county's underlying credit profile include its socioeconomic and demographic characteristics
and trends. Marathon County's socioeconomic profile closely matches national medians, including a median family income that is
estimated at 102% of the US. Median home value is estimated at 76.3% of national levels, indicating a relatively low cost of living. The
county has fairly negligible resident growth, which combined with an aging population may limit long-term economic expansion. The
county's unemployment rate, however, continues to track better than the nation overall, falling to 5.5% in July 2020 as compared to
the national rate which pared down to 10.5%.
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The coronavirus outbreak is a social risk under our ESG framework. The county is a major regional provider of public safety, health and
human services. The coronavirus has also driven an unprecedented economic slowdown that will likely restrict the pace of future sales
tax growth. The county has recorded significantly lower per capita infection rates than the country overall thus far, and management
reports only one resident and 3 employees of its HCSC long-term care facility have tested positive for COVID-19 to date.

Governance
Wisconsin counties have an institutional framework score of “A”, which is moderate. The sector's major revenue source, property tax
revenue, is subject to a cap which limits increases to amounts represented by net new construction growth. However, counties may
implement a 0.5% sales tax, which diversifies operating revenue. Revenue and expenditures tend to be predictable. Across the sector,
fixed and mandated costs are generally moderate. Counties have a high ability to reduce expenditures, as county personnel is mainly
comprised of non-public safety employees, for whom collective bargaining is limited.

County management has indicated that it is committed to maintaining structurally positive performance within its core governmental
operating funds, with the goal of annually transferring excess revenue to support ongoing capital projects. This practice allows the
county to moderate its long-term debt burden while providing ample reserve buffer against unexpected budgetary pressures. The
county currently levies at its maximum allowable rate.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching adjustments dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but
rather to provide a standard platform from which to analyze and compare local government credits.

Exhibit 2

Scorecard Factors Measure Score

Economy/Tax Base (30%) 
[1]

Tax Base Size: Full Value (in 000s) $12,377,597 Aaa

Full Value Per Capita $91,507 Aa

Median Family Income (% of US Median) 100.9% Aa

Finances (30%)

Fund Balance as a % of Revenues 53.2% Aaa

5-Year Dollar Change in Fund Balance as % of Revenues 3.2% A

Cash Balance as a % of Revenues 56.5% Aaa

5-Year Dollar Change in Cash Balance as % of Revenues 4.2% A

Notching Adjustments:
[2]

Outsized Contingent Liability Risk Down

Other Scorecard Adjustment Related to Finances: Overly punative operating trend. Up

Management (20%)

Institutional Framework A A

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x) 1.00x A

Debt and Pensions (20%)

Net Direct Debt / Full Value (%) 0.4% Aaa

Net Direct Debt / Operating Revenues (x) 0.5x Aa

3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%) 1.4% Aa

3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x) 2.0x A

Scorecard-Indicated Outcome Aa2

Assigned Rating Aa1

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication.
Sources: Moody's Investors Service, US Census Bureau, Marathon County audited financial statements
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Marathon County, WI

Day of Sale Presentation

$17,845,000 General Obligation Health Care Project Building 
Bonds, Series 2020B

PFM Financial 

Advisors LLC

115 South 84th Street

Suite 315

Milwaukee, WI 53214

414-771-2700

www.pfm.com

Presented September 15, 2020

 Finance Committee 6:30 PM

 County Board of Supervisors 7:00 PM
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The County Board adopted the following Initial Resolution on June 19, 2018 for the issuance of 

bonds/notes for the North Central Health Care Projects not to exceed $67,000,000

The County Board passed the set sale resolution on September 15, 2020 authorizing the 

issuance of G.O. Bonds in the amount of $17,845,000 to finance the next phase of the project.

A Reimbursement Resolution has been passed for the project.

Purpose and Authorization of 2020B GO Bonds
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Moody’s affirms the County’s Aa1 rating.

Rating Rationale:

 Stable operating environment

 Ample fund balance and liquidity

 Strong reserves

 Solid local diversified economy and stable tax base (regional economic center in

Central Wisconsin)

 Modest exposure to unfunded pension liabilities

 Relatively low debt burden

Moody’s Investors Service Rating



© PFM 4

Market Conditions: Historically Low Interest Rates
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At 10:00 AM this morning, PFM received bids for the County’s GO Health Care Project 

Building Bonds, Series 2020B.  A total of three (3) bids was received.  A summary is as 

follows:

For the County to award the bonds to the winning firm, FHN Financial Capital Markets, 

the Board will need to pass the resolution Awarding the Sale of $17,845,000 General 
Obligation Health Care Project Building Bonds, Series 2020B”  

(please note time of passage of resolution)

Results of Sale (complete after sale)

Bidder Bidder Location

True Interest 

Cost

FHN Financial Capital Markets New York,NY 1.6445%

Robert W. Baird & Co., Inc. Milwaukee, WI 1.6846%

Huntington Securities, Inc. Chicago, IL 1.8790%































































*Subsequent to bid opening, the par amount did not change; however, the maturity structure was changed to create level debt service 
which changed the bid price to $18,194,847.40 and resulted in a true interest cost 1.621326%. 

BID FORM 
Marathon County, Wisconsin 

$17,845,000* 
* General Obligation Health Care Project Building Bonds, Series 2020B 

(Electronic bids are also accepted via Parity® – See Official Notice of Sale) 
 

Marathon County, Wisconsin Sale Date: September 15, 2020 
c/o PFM Financial Advisors LLC (Fax: 414/771-1041) 

 
For all or none of the principal amount of the County’s $17,845,000* General Obligation Health Care 
Project Building Bonds, Series 2020B, legally issued and as described in the Official Notice of Sale, we 
will pay the County the purchase price of $18,194,847.40 plus accrued interest, if any, on the total 
principal amount of the Bonds to date of delivery, provided the Bonds bear the following interest rates: 

 
Year Amount* Rate Yield Year Amount* Rate Yield 

2023 $ 760,000 1.000% 0.270% 2032 $ 995,000 2.000% 1.430% 
2024 785,000 1.000% 0.350% 2033 1,025,000 2.000% 1.530% 
2025 805,000 1.000% 0.450% 2034 1,055,000 2.000% 1.630% 
2026 830,000 1.000% 0.600% 2035 1,090,000 2.000% 1.680% 
2027 855,000 1.000% 0.800% 2036 1,120,000 2.000% 1.730% 
2028 880,000 1.250% 0.900% 2037 1,155,000 2.000% 1.830% 
2029 910,000 1.250% 1.080% 2038 1,190,000 2.000% 1.880% 
2030 935,000 1.500% 1.200% 2039 1,225,000 2.000% 1.930% 
2031 965,000  2.000% 1.280% 2040 1,265,000 2.000% 1.980% 

 

* Preliminary, subject to change. 
 

The Bonds mature on February 1 in each of the years as indicated above and interest is payable February 1 
and August 1 of each year, commencing February 1, 2021. The Bonds are subject to optional redemption 
as described in the Official Statement. 

 
In making this offer, we accept the terms and conditions as defined in the Official Notice of Sale published 
in the Preliminary Official Statement dated September 9, 2020. All blank spaces of this offer are intentional 
and are not to be construed as an omission. 

 
Our good faith deposit in the amount of $178,450 will be wired in federal funds to the County within two 
hours after verbal award is made according to the Official Notice of Sale. 

 
NOT PART OF THE BID Respectfully submitted, 
Explanatory Note: According to our  

computation this bid involves the following: 
$3,471,936.77 

Account Manager 

Net Interest Cost  
1.644451% 

 

True Interest Rate (TIC)  

 

The foregoing offer is hereby accepted by and on behalf of Marathon County, Wisconsin, this 15th day of September, 2020. 

 

Kurt Gibbs, Chairperson Kim Trueblood, County Clerk 

FHN Financial Capital Markets
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