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THE BASICS - DEFINITIONS

• Debt Capacity – the amount of general obligation principal 
debt/rebate agreements/sales tax/TIF Revenue a City can 
borrow against. 

• Assessed Value – the 100% actual value of all of the property in 
your City. (Set by County Assessor) 

• Hampton = $177,913,669 

• Taxable Value – the value, after rollbacks are applied, that Cities 
can levy property taxes against. (Set by County Auditor) 

• Hampton = $106,942,978

• General Obligations Debt (GO) – An obligation of debt that is 
backed by the full faith and credit of the City. (Property Tax) 

• Revenue Debt (Rev) – An Obligation of debt that is only 
subject to the revenues and expenses of a City’s enterprise 
fund (i.e. water, sewer) 

• Capital Improvement Plan (CIP) – A plan prepared by the City 
that outlines upcoming needs; projects or purchases; and 
identifies possible ways to fund those projects/purchases.  

• Fund Balance – the remaining funds at the end of the fiscal year 
once all expenses are paid. 

• Restricted 

• Un-restricted



ASSESSED  VALUE  VS.  TAXABLE  VALUE 

• Assessed Valuation is 100% of all values located within the City limits. This is “actual” or full 
value. 

• Taxable Valuation is the remaining valuation after all Rollbacks by classification are applied. A 
City levies property taxes on a Taxable Valuation. 

• Rollbacks for FY 2021 

• Commercial & Industrial 90% 

• Residential 55.0743%

• Multi-Residential 71.25% 

• Agricultural 81.4832%



TYPES OF DEBT AND PURPOSES

General Obligation Debt: 

• Secured by full faith and credit of City. 

• Used for streets, sidewalks, parks, 
municipal buildings, swimming pools, 
police/fire facilities. 

• Debt can be paid by many sources 
including utility revenues, LOST, RUT, TIF 
or property taxes (debt service levy)

Revenue Debt:

• Only payable by the revenues available. 

• Water, Sewer, LOST, TIF 

• Cannot be paid with property taxes. 

• Typically requires a debt service reserve 
fund and coverage factor (safety nets to 
ensure repayment) 



DEBT CAPACITY:

• Debt capacity is the legal limit allowable 
for outstanding general obligation 
indebtedness. 

• Unable to issue more in general obligation 
debt than your debt capacity allows. 

• The Constitution of State of Iowa limits 
the G.O. debt cities can issue to 5% of 
Total Assessed Value within corporate 
limits.

• Calculation: 

100% Actual Value 

X 5% 

= Debt Capacity 



DEBT CAPACITY CALCULATION 

City of Hampton Computation of Legal Debt Limit as of July 1, 2019 

100% Actual Value for Debt Limit Calculation $177,913,669 
Times 5% of Actual Value for Debt Limit Calculation  x   .05
Legal Debt Limit for Fiscal Year  2019-2020 $    8,895,683

Outstanding Bonds/Notes Applicable to Debt Limit:  
General Obligation Capital Loan Notes, Series 2017  $1,140,000
General Obligation Refunding Capital Loan Notes, Series 2019 (fire truck)  $   380,000 
Total Bonds/Notes $1,520,000

Add Annual Appropriations of TIF Rebates (last one) + $14,323
($1,534,323)

Total Debt Applicable to Debt Limit  ($1,534,323)

Remaining Legal Debt Capacity   $7,361,360

Less “Self-Imposed Limit” 25% ($8,895,683 x .25) ($2,223,920)
___________

Remaining Legal Debt Capacity $5,137,440

NOTE: $5,676,000 Rev Debt for WWTP is not included in this calculation



REMAINING DEBT CAPACITY

• Total Debt Capacity Minus….

• General obligation principal indebtedness outstanding 

• Rebate amount or annual appropriation amount outstanding 

• Self imposed limitation of 25%



DEBT MANAGEMENT

• Limit debt to 75% of your total debt capacity available. This self- imposed limit assures you will always have 
25% debt availability for emergency use.

• Issue revenue obligations for revenue-based purposes;  Water & Sewer, preserving debt capacity for 
non-revenue generating purposes. However, the water and sewer rates must be sufficient to cover operations 
AND debt payments.  Although our water rates cover operations, they are not currently sufficient to cover 
capital debt payments. Our sewer rates are sufficient.

• Keep debt obligation repayments as short as possible, which allows your debt capacity to re-grow more 
quickly. 

• Utilize cash on hand when feasible to avoid incurring debt for equipment, vehicles and small projects.

• Structure debt obligations with the ability to pay off early if possible. IE. LOST Aquatic Center Bond.



DEBT MANAGEMENT CONT.

Sources of Repayment 

• Consider sources of repayment when 
planning projects/purchases.  

• Water, Sewer, Local Option Sales Tax, 
Stormwater, Road Use, TIF or another 
source

• Every dollar from “other sources” that you 
can use on a debt obligation payment is less 
you must levy against the taxes of your 
citizens. 

Debt Service Levy

• All general obligation debt can be levied in 
the debt service fund without restriction to 
levy dollars/$1,000. 



CURRENT DEBT 
SERVICE LEVY



FUND BALANCES

• Assigned or Restricted fund balances indicate that 
the City plans to use those funds or will be 
required to use those funds in the future and 
should not be considered eligible for use anywhere 
else. 

• Cities should work towards positive fund balances 
and be able to explain negative fund balances as 
possibly a one-time expense with revenues coming 
in to offset. 

• Expenses or liabilities are subtracted from 
revenues or assets. Positive fund balances occur 
when there are more revenues than expenditures. 

• Use June 30 reports as a good indicator of fund 
balance when identifying remaining balances. This 
balance is calculated after all revenues have come 
in and expenses have been paid out. 

• Allows Cities to monitor inflows and outflows

• Recommendation of 25 – 40% of annual budget 
expenditures in unrestricted funds. (GF is currently 
49%. Water and Sewer Fund Bal are even healthier.)



FUND BALANCE

EXAMPLE FUNDS

• General Fund  

• Debt Service Fund 

• TIF Fund

• Proprietary (Water/Sewer/Stormwater) 

• Capital Projects Fund 

• Special Revenue 

GENERAL FUND GUIDELINES

• Best Practices by GFOA 

https://www.gfoa.org/best-practices 

• Formalize a policy for unrestricted general 
fund balance that should be maintained. 

• Recommendation of 25-40% of annual 
budget expenditures in unrestricted funds



WORKING CAPITAL TARGETS FOR 
PROPRIETARY FUNDS (WATER/SEWER)

• GFOA Best Practices recommends no less than 90 days of working capital (3 
months) revenues as a baseline for a proprietary fund. 

• Water has 1 year.

• Sewer has 2 years.

• You should consider strength of collections practices and historical 
consumption of inventories or prepaids when setting this amount.  

• Consider designated or restricted fund balances outside (over and above) 
working capital for upcoming capital projects.



FY19 TREASURERS REPORT
SHOWS ENDING FUND
BALANCES



CAPITAL IMPROVEMENT PLAN (CIP)

• CIP is a process the city uses to outline “wants 
and needs” for the City of a 3-5 year look 
forward. 

• The CIP should include all projects, small or 
large across all departments. 

• Possible funding of each project should be 
identified, and not all of it is going to be 
borrowed funds. 

• We utilize “pay as you go” to avoid debt for 
equipment purchases.

• CIP’s should be implemented and re-visited on 
an annual basis, to identify changes needed. 

• Don’t be afraid to move things up from later 
years or take things off the CIP, times change 
what is important to Cities. 

• This process will allow the City to do more 
accurate budget forecasting from year to year. 



ECONOMIC DEVELOPMENT - PROPERTY TAX 
LEVY IS ONE COMPONENT
(OF 939 CITY’S IN IOWA, 633 HAVE LOWER LEVY 
THAN HAMPTON, 306 HAVE HIGHER)



LEVY COMPARISON USING 
TAXABLE  VALUATION

AVERAGE OF THE 29 CITIES = $13.36



PROPERTY TAXES- WHO RECEIVES WHAT??



PROPERTY TAX COMPARISON ON $100K HOME

HAMPTON
100,000 Assessed Value (AV) 
x 0.5691 Rollback 
56,910 = Taxable Value (TV) 

divided by 1000 
56.91

x 13.64 City Levy 
$776.00 city tax/ year 

56.91 Per Thousand 
x 36.86 Consol. Levy 
$2097.00 total property tax /yr

CLEAR LAKE
100,000 Assessed Value (AV) 
x 0.5691Rollback 
56,910 = Taxable Value (TV) 

divided by 1000 
56.91

x 9.70 City Levy 
$552.00 city tax/ year 

56.91 Per Thousand 
x 28.05 Consol. Levy 
$1596.00 total property tax /yr



• The Clear Lake comparison shows the importance of tax base 
/valuation growth and it’s economic development impact.

• The more business and home valuation to tax, the less tax 
burden on all property owners.

• Growth benefits the community.

• How do we grow? 
• By creating an environment that invites new businesses to 

locate here and encourages local businesses to expand. Offer 
incentives for residential development.



SENATE FILE 634

• SF 634 passed in 2019 legislative session

• Modifies approvals for City budgets – effective this year for FY 2021 budgeting 

• New certification date: March 31, 2020 (Tuesday) 

• Two public hearings are necessary for the City to adopt and certify the budget   


