
OFFICIAL NOTICE AND AGENDA 
 

There will be a Special meeting of the City of Stoughton Utilities Committee on Tuesday, February 12, 2013 to be held 

at 6:30 p.m. in the Common Council Chambers of the City of Stoughton Public Safety Building, 321 S. Fourth 

Street, Stoughton, WI 53589.   

 

AGENDA: 

 

Call To Order. 

 

BUSINESS: 

 

1. Proposed Current Refunding Of The Stoughton Utilities 2003 Electric Bond Issue.  (Action.) 

   

ADJOURNMENT 

 

Mayor Donna L. Olson,  

Stoughton Utilities Committee Chairperson 

February 5, 2013 

 

Notices Sent To: 

Mayor Donna L. Olson, Chair 

Alderperson Michael Engelberger 

Alderperson Eric Hohol, Vice-Chair, Common Council Liaison 

Alderperson Elvin (Sonny) Swangstu 

Stoughton Utilities Committee Citizen Member David Erdman 

Stoughton Utilities Committee Citizen Member Jonathan Hajny 

Stoughton Utilities Citizen Member Alan Staats 

Stoughton Utilities Operations Superintendent Sean Grady 

Stoughton Utilities Director Robert P. Kardasz, P.E.  

 

cc: Stoughton Common Council Members 

 Joseph M. Murray, CIPFA, Vice President, Springsted Inc.  

 Stoughton Utilities and MEUW Southeastern Regional Safety Coordinator Christopher A. Belz 

 Stoughton Utilities Billing and Consumer Services Technician Erin N. Bothum 

 Stoughton City Media Services Director William H. Brehm 

 Stoughton City Attorney Matthew P. Dregne 

 Stoughton Utilities Wastewater System Supervisor Brian G. Erickson 

 Stoughton Utilities Office and Information Systems Supervisor Brian R. Hoops 

Stoughton Deputy City Clerk and Confidential Secretary Maria P. (Pili) Hougan 

 Stoughton Utilities Finance and Administrative Manager Kim M. Jennings, CPA 

 Stoughton Utilities and WPPI Energy Services Representative Cory Neeley. 

 Stoughton Library Administrative Assistant Debbie Myren 

 Stoughton Finance Director and Treasurer Laurie Sullivan 

 Stoughton Utilities Water System Supervisor Roger M. Thorson 

 Stoughton Utilities Electric Lead Line Worker Craig A. Wood 

Stoughton Leadership Team 

Oregon Observer 

Stoughton Newspapers  

Wisconsin State Journal 

 

 



IMPORTANT:  FIVE MEMBERS ARE NEEDED FOR A QUORUM:  If a Stoughton Utilities Committee member 

encounters a situation that may affect your scheduled participation, please contact Robert Kardasz or Sean Grady at 877-

7423 or 877-7416 respectively prior to 6:30 p.m. or via e-mail at bkardasz@stoughtonutilities.com. 

 

It is possible that members of, and possibly a quorum of members of other committees of the Common Council of the City 

of Stoughton may be in attendance at the above-mentioned meeting to gather information.  No action will be taken by any 

such group(s) at the above-mentioned meeting other than the Stoughton Utilities Committee consisting of Mayor Donna 

Olson, Alderperson Michael Engelberger, Alderperson Eric Hohol, Alderperson Elvin (Sonny) Swangstu, Citizen Member 

David Erdman, Citizen Member Jonathan Hajny, and Citizen Member Alan Staats.     

 

Upon reasonable notice, efforts will be made to accommodate the needs of disabled individuals through appropriate aids 

and services.  For information or to request this service, please contact the Stoughton Utilities Director at (608) 877-7423. 

 

An expanded meeting may constitute a quorum of the Common Council. 

 

Current and past Stoughton Utilities Committee documents, including meeting notices, meeting packets, and meeting 

minutes, are available for public download at http://uc.stoughtonutilities.com. 
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600 South Fourth Street 


P.O. Box 383 
Stoughton, WI  53589-0383 


Serving Electric, Water & Wastewater Since 1886 


 


Date:  February 5, 2013 


 


To:  Stoughton Utilities Committee 


 


From:  Kim M. Jennings, CPA 


  Stoughton Utilities Finance and Administrative Manager 


 


Robert P. Kardasz, P.E. 


  Stoughton Utilities Director 


 


Subject: Current Refunding Of The Stoughton Utilities 2003 Electric Bond Issue.    


 


Utility staff will work with Springsted Public Sector Advisors to collect and review competitive bids 


for the refunding of the Stoughton Utilities 2003 Electric Bond Issue.  Staff will provide a 


recommendation at the special Stoughton Utilities Committee meeting on February 12, 2013 at 


6:30pm.  


 


It is requested that the Stoughton Utilities Committee consider bids for refinancing of the 2003 Electric 


Revenue Bonds and recommend a bid to the Stoughton Common Council for consideration at their 


meeting to immediately follow at 7:00pm.   


 


Encl.     


 


cc: Joe Murray, CIPFA 


 Springsted, Vice-President 


 


Laurie Sullivan  


 Stoughton Finance & Economic Development Director 


  


Sean O Grady 


Stoughton Utilities Operations Superintendent 


 


 


 











































































































































































New Issue: Moody's assigns A2 rating to the City of Stoughton's (WI) $3.3 million
Electric System Mortgage Revenue Refunding Bonds, Series 2013


Global Credit Research - 24 Jan 2013


Note: On January 29, 2013, the press release was revised as follows: Under subtitle "Legal Security", fourth
sentence was made to read "The debt service reserve fund is to be funded at the lesser of either maximum annual
debt service or 125% of average annual debt service on all parity bonds." Revised as follows:


A2 rating applies to $5.6 million of electric revenue backed debt


STOUGHTON (CITY OF) WI
Cities (including Towns, Villages and Townships)
WI


Moody's Rating
ISSUE RATING
Electric System Mortgage Revenue Refunding Bonds, Series 2013 A2
   Sale Amount $3,280,000
   Expected Sale Date 01/29/13
   Rating Description Revenue: Government Enterprise
 


Moody's Outlook  NOO
 


Opinion


NEW YORK, January 24, 2013 --Moody's Investors Service-has assigned a A2 rating to the City of Stoughton's
(WI) $3.3 million Electric System Mortgage Revenue Refunding Bonds, Series 2013. The A2 rating applies to $5.6
million of electric revenue backed debt.


SUMMARY RATINGS RATIONALE


The A2 rating reflects the electric system's moderately-sized, yet stable customer base that is primarily residential
with average socioeconomic indicators. The majority of power sales are to residential customers but the rating
incorporates the significant customer concentration among the system's top ten consumers. The rating also
considers the electric system's solid debt service coverage levels, adequate liquidity, satisfactory rate covenants,
and somewhat limited rate setting authority. The system's debt profile is average and no additional near term
borrowing planned. The rating does factor in the electric system's moderately-sized off balance sheet leverage
(estimated at $10 million) given its take-and-pay contract with Wisconsin Public Power Inc. (WPPI, rated
A1/negative), a joint action agency that has issued revenue bonds on behalf of its fifty-one members.


Use of Proceeds


Proceeds from the bonds will be used to refund the 2014 to 2023 maturities of the City's Electric System Mortgage
Revenue Bonds, Series 2003 for a net present value savings of approximately $430,000.


Legal Security


The bonds are secured by a net revenue (gross revenues less O&M expenses, but before depreciation, capital
expenses, and tax equivalents) pledge of the City's Electric Utility System. The rate covenant requires generation
of net revenues to provide 1.3 times coverage of annual debt service on all outstanding parity revenue bonds. The
additional bonds test also requires the 1.3 times coverage of annual debt service be met in the last completed
fiscal year preceding the issuance of additional debt. The debt service reserve fund is to be funded at the lesser of
either maximum annual debt service or 125% of average annual debt service on all parity bonds. Upon the
issuance of the new bonds, the new debt service reserve requirement is calculated to be approximately $659,000.







issuance of the new bonds, the new debt service reserve requirement is calculated to be approximately $659,000.


Interest Rate Derivatives: None


Strengths


- Monopoly control of a stable service area near the state Capital of Madison


- Power purchase agreement with WPPI through 2037


- Expectation of continued stable financial performance with adequate debt service coverage levels


Challenges


- Above average concentration among the utility system's top consumers


- Somewhat limited rate setting authority


- Moderate off balance sheet long-term liabilities


Detailed Credit Discussion


UTILITY SYSTEM IS A MEMBER OF WPPI; SUBJECT TO PSC


As an electric distribution system, the City of Stoughton Electric Utility has historically purchased 100% of its
power from the wholesale power suppliers through contracts with guaranteed rate structures. The utility is a
member of WPPI, a municipal electric company with 51 participating members under take-and-pay contracts.
WPPI's power resource portfolio is diverse, featuring a variety of electric generation types including coal, natural
gas and wind. WPPI provides power to members at a competitive cost. Rate increases are expected to be in the
2-3% range annually over the near term. WPPI currently meets all of its renewal energy requirements


The system's variable electric rates include a fixed base component plus a variable energy component. The
energy related component is adjusted monthly to reflect the system's actual cost of purchased power via a Power
Cost Adjustment Cost (PCAC) mechanism. The PCAC is a state-wide feature for municipal utilities mandated by
the Public Service Commission of Wisconsin (PSC); it is an automatic mechanism which enables the system to
recover its cost of wholesale power purchases in a timely manner, reducing revenue/cost mismatches. The PCAC
factor is adjusted either positively or negatively based on an actual monthly cost of purchased power. Moody's
generally views automatic adjustment mechanisms such as the PCAC as favorable to credit quality.


The PSC, which is charged with approving the system's rates, is an independent regulatory agency responsible for
regulating all public and investor owned utilities in the state of Wisconsin. This is different from the majority of
public utilities that Moody's rates for which electric rates are determined solely in the discretion of their boards or
local councils. Moody's tends to consider rate approval by a separate entity a risk to a utility's ability to pass
through necessary rate adjustments; as such, within Moody's rating methodology for U.S Public Power Electric
Utilities with Generation Ownership Exposure published November 2011 (the Methodology), on Factor 1 - Cost
Recovery Framework within Service Territory, the Stoughton system receives a score in the Baa range. However,
we also recognize the Wisconsin PSC has a track record of supportiveness of public utilities. Features of the
Commission's supportive nature include, the PCAC, relatively rapid turnaround on rate case - typically six to nine
months, the ability for public utilities to earn a return on rate base that is generally 2-3% above their cost of debt,
the ability to include construction work in progress in rate base, and pre-approval of large projects and associated
rate making principals. Requested rate revisions tend to be granted without significant adjustments. The system's
last base rate adjustment was a 3% increase in 2011. Management projects increases of 2.75% and 1.5% in 2014
and 2017, respectively.


STABLE SERVICE AREA WITH ABOVE AVERAGE CUSTOMER CONCENTRATION


The electric utility is a separate enterprise fund of the city managed by the Stoughton Utilities Committee and the
City's Common Council. Located 14 miles southeast of the capital City of Madison, the utility provides retail electric
service to customers within the City of Stoughton (GO rated Aa2) and surrounding townships. The city is primarily
residential with a moderate mix of commercial and industrial development. Proximity to the state capital has helped
to provide a sense of stability to the local service area. The utility system's customer base has demonstrated
steady to modestly increasing trends over recent years and residential customers make up nearly 90% of the
customer base and approximately 50% of the sales and KwH sold. However, there remains significant
concentration among the top ten consumers which accounted for 32% and 28% of the system's fiscal 2011 usage







concentration among the top ten consumers which accounted for 32% and 28% of the system's fiscal 2011 usage
and revenues, respectively. This includes the system top two customers, Uniroyal Engineered and Stoughton
Trailers. City and system management report stable operations among the system's major users including a
return to pre-recession production levels for Stoughton Trailers. We anticipate stable customer base trends over
the medium term. '


STABLE FINANCIAL PERFORMANCE WITH GOOD LIQUIDITY


The utility system's financial operations have been characterized by healthy net working capital and sound debt
service coverage and are expected to remain solid according to current projections. Annual debt service coverage,
as calculated by Moody's, was 2.7 times in 2011. This level compares well to coverage levels in previous years but
mostly as a result of lower annual debt service obligations. Net revenues (after PILOT payments) have been
steady, ranging between $1.6 million and $1.8 million over the last five years. For fiscal 2012, based on a budget
provided by management, Moody's calculates a projected coverage level of 2.1 times fiscal 2012 debt service. The
system also benefits from a solid cash position with 143 days of cash on hand in fiscal 2011. Financial projections
through fiscal 2017 depict favorable operations going forward, which if achieved, would provide solid annual debt
service coverage raging from 2.0 times to 2.7 times coverage though the life of the forecast.


MANAGABLE ON BALANCE SHEET DEBT; NO ADDITIONAL NEAR TERM BORROWING PLANS


We anticipate that the system's debt burden will remain manageable given the system's modest amount of
outstanding debt and satisfactory debt service coverage projections. In fiscal


2011 the utility's debt ratio was an average 25.4%. Management reports that the city has no plans to issue
additional revenue debt over the near term. The utility system's current capital plan calls for planned borrowing in
2018 to construct a fourth power substation. All of the electric utility's debt is fixed rate and there is no exposure to
derivative or swap agreements.


What Could Change the Rating-Up:


The rating is well positioned in its current rating category for the medium term. Longer term, positive rating
pressure could develop if there were to be significant growth and increased diversification in the system's revenue
base along with credit metrics within the Aa ranges indentified in the Methodology.


What Could Change the Rating-Down:


The rating could face downward pressure if debt service coverage on the utility system's outstanding bonds were
to decline significantly from its currently satisfactory level of 2.7 times annual debt service in fiscal 2011. A decline
in credit quality would also likely follow any material reduction in the system's liquidity which was equivalent to 143
days cash on hand in fiscal 2011.


KEY INDICATORS:


System: Transmission, distribution, and generation system with additional generation ownership through a joint
power agency


Liquidity: Adjusted Days Liquidity on Hand


2011: 161


Leverage: Debt Ratio


2011: 25.4%


2012: 25.6% (estimated)


Financial Operating Resiliency: Adjusted Debt Service Coverage


2011: 2.7 times


2012: 2.1 times (estimated)


10 Largest Customers as a percentage of total usage, 2011: 32%







10 Largest Customers as a percentage of total revenue, 2011: 28%


Post-Sale Debt Outstanding: $5.6 million


METHODOLOGY SCORECARD FACTORS:


Factor 1 - Cost Recovery Framework within Service Territory: Baa


Factor 2 - Willingness to Recover Costs with Sound Financial Metrics: Aa


Factor 3 - Management of Generation Risks: A


Factor 4 - Competitiveness: A


Factor 5 - Financial Strength - Days liquidity on hand (3 year average): 161 days (Aa)


Factor 5 - Financial Strength - Debt Ratio (3 year average): 25.3% (Aa)


Factor 5 - Financial Strength - Adjusted Debt Service Coverage by Net Revenues (3 year average): 2.2 times (Aa)


Grid Indicated Rating: A2


Notching: -1.0 for customer concentration


Scorecard Indicated Rating: A3


PRINCIPAL METHODOLOGY USED


The principal methodology used in this rating was U.S. Public Power Electric Utilities With Generation Ownership
Exposure published in November 2011. Please see the Credit Policy page on www.moodys.com for a copy of this
methodology.


REGULATORY DISCLOSURES


For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with
Moody's rating practices. For ratings issued on a support provider, this announcement provides certain regulatory
disclosures in relation to the rating action on the support provider and in relation to each particular rating action for
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this
announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in relation
to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where the
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the
respective issuer on www.moodys.com.


Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.


Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.


Analysts


Andrew T. Van Dyck Dobos
Lead Analyst
Public Finance Group
Moody's Investors Service


Edward Damutz
Backup Analyst
Public Finance Group
Moody's Investors Service


Contacts







Journalists: (212) 553-0376 
Research Clients: (212) 553-1653


Moody's Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
USA
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR
DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR
HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND
DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.


 


ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED,
FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information
contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided
"AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance
independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have
any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to,
any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such







MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its
own study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS
OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANNER WHATSOEVER.


 


MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most issuers
of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
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rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information regarding certain affiliations
that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS and have
also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
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600 South Fourth Street 


P.O. Box 383 
Stoughton, WI  53589-0383 


Serving Electric, Water & Wastewater Since 1886 


 


Date:  February 5, 2013 


 


To:  Stoughton Utilities Committee 


 


From:  Robert P. Kardasz, P.E. - Stoughton Utilities Director 


 


Subject: Recommended Action At The February 12, 2013 Special Stoughton 


Utilities Committee Meeting. 


 


BUSINESS: 


 


1. Proposed Current Refunding Of The Stoughton Utilities 2003 Bond Issue.  


(Action.)  (Review, discuss, approve and recommend the proposed Stoughton 


Utilities current refunding of the Stoughton Utilities 2003 Bond Issue to the 


Stoughton Common Council on February 12, 2013.) 
 


cc: Sean O Grady 


 Stoughton Utilities Operations Superintendent 


 


 


   


 





