

















INTRODUCTION

The 2012 Capital Improvements Budget reflects the financing plan approved in 2009 and incorporated into the
2010-2012 Adopted Capital Improvements Budgets. The Financing Plan was developed to allow the County to take
advantage of favorable market conditions resulting from the Build America Bond (BAB) Program.

Milwaukee County Financing Plan

The financing plan consists of the County accelerating its five-year capital plan by implementing projects primarily
selected from the years 2009-2012 in the Five-Year Capital Improvements Plan in the years 2009 and 2010. Also
included in the financing plan to manage debt service costs resulting from advancing the capital program, the capital
improvement budget for the years 2011 and 2012 would consists of projects financed from revenue sources other
than bond proceeds. The adopted bond authorizing resolutions specify that the County will not issue additional
general obligation bonds or notes during 2011 or 2012 in order to comply with County policy regarding bonding
caps.

The 2011 Capital Improvements Budget included $5,008,380 of future borrowing for the refurbishment of Moody
Pool, $5,000,000 of UWM land sale revenue for various projects, and the reallocation of $8,951,367 of existing
expenditure authority and associated bond financing for various capital improvement budgets.

No additional general obligation debt has been issued in 2011; however, a reimbursement resolution not to exceed
$5,200,000 was approved in February 2011 for the refurbishment of Moody Pool and a reimbursement resolution of
$4,100,000 and related appropriation transfers were approved in March of 2011 for two highway projects. It is the
intent of the resolutions that these projects will be included in the next debt issuance in 2013.

The Capital Budget also accelerated financing of Airport projects and directed that no additional Airport supported
debt would be issued. However, increased revenue due to growth in passenger volume as well as increased
contributions agreed to by the airlines in the new master lease agreement provide a funding source for new Airport
supported debt to finance projects identified in the new master lease. As a result the 2012 budget includes
$6,117,500 in new borrowing for the County’s airport.

Excluding the Airport, total estimated costs for the projects that were advanced to 2009 and 2010 are $209,421,294,
with $126,922,508 in bonds. The 2012 Adopted Budget does not include additional corporate purpose general
obligation bond or note financing.

2012 Adopted Capital Improvements Budget

The 2012 Adopted Capital Improvements Budget (Adopted Capital Budget) includes 20 separate projects for a total
expenditure appropriation of $30,856,800. Anticipated reimbursement revenue (Federal, State and local grants)
totals $7,556,925 resulting in a net County financing of $23,299,875.

Appropriations for seven corporate purpose projects total $3,337,800. The resulting County financing of $3,337,800
is to be financed by $1,742,800 in property tax levy, $1,100,000 in Passenger Facility Charges (PFC) revenue,
$445,000 in sales tax revenues, and $50,000 in private donations.

2012 Adopted Airport Capital Improvements Budget

Budgeted expenditure appropriations for 2012 Airport capital improvements total $27,519,000. Airport
reimbursement revenue of $7,556,925 results in net County financing of $19,962,075. Net County financing for
Airport projects includes $6,117,500 in revenue bonds, $12,608,750 in pay-as-you-go PFC financing, and
$1,235,825 in revenue from the Airport Capital Improvements Reserve/Airport Development Fund Account.

From 1982 through 2000, all Airport improvement costs not reimbursed by State or Federal agencies were debt
financed using general obligation bonds or financed through pay-as-you-go PFC revenues. Airlines housed in
General Mitchell International Airport (GMIA) agreed to pay all accrued principal and interest payments on debt
issued on behalf of the Airport. Debt issued for the Airport from 1982 to 1984 is being repaid by the Airlines in



accordance with a 25-year repayment schedule outlined in the Airline lease agreement. Bonds issued after 1984 are
repaid by the Airlines over the actual term of the issue. Airport bonds issued after 1985 are classified as private
activity bonds. These bonds remain tax-exempt, but income earned from interest on these bonds may be subject to
the Alternative Minimum Tax for some taxpayers. The County began issuing General Airport Revenue Bonds
(GARBsS) in 2000 to finance the GMIA parking facility. Beginning in 2004, the County has been issuing PFC-
backed revenue bonds supported by GARBs. All debt service payments for the revenue bonds will be the
responsibility of the Airlines using GMIA. A portion of the PFC-backed bond issues were GARBs.

Airport Semi-Annual Reports

The Airport Director shall continue to submit semi-annual reports to the Committees on Finance and Audit and
Transportation and Public Works on the status of all currently authorized Capital Improvement projects. The report
shall provide the following information for each authorized Capital Improvement Project:

e Date of initial County Board approval

e  Brief description of scope of project

e Estimated completion date

e Expenditures and revenues summary, including reconciliation of each revenue source (e.g. Passenger Facility
Charges, Airport Reserve, Bonds and Miscellaneous Revenue) and amount of committed funds for each

e Date, purpose and amount of any approved appropriation transfers

Each semi-annual report shall be submitted to the County Board within one month of the end of six month period.
The first report, for the period ending December 31, 2011, shall be submitted to the County Board Committees of
Finance and Audit and Transportation, Public Works and Transit no later than February 1, 2012.

2012 Expenditure Appropriations by Function

The 2012 Capital Improvements Budget includes appropriations of $27,519,000 for Transportation and Public
Works. The amount represents 89.2 percent of total 2012 capital appropriations. The $27,519,000 in appropriations
is offset with 27.5 percent in reimbursement revenues.

Major Transportation and Public Works projects include, WA139 — GMIA Redundant Main Electric Service Feed
(%$7,405,000), WA153 — GMIA Purchase of New Passenger Loading Bridges ($5,500,000), and WA163 — GMIA
Perimeter Road Bridge over Howell Avenue ($3,200,000).

Budgeted appropriations for General Government departments total $3,237,800. This amount represents 10.5
percent of the total capital budget. Major appropriations include WO114 - Countywide Infrastructure
Improvements ($1,500,000) and WO112 — Fleet Equipment Acquisition ($1,100,000).

The 2012 Capital Improvements Budget includes appropriations of $100,000 for the Milwaukee County Zoo. This
amount represents 0.3 percent of the total capital budget. The $100,000 appropriation is for the first phase of a new
Zoo Master Plan. The $100,000 in appropriations is offset by $50,000 in donations from the Zoological Society of
Milwaukee.

MAJOR 2012 CAPITAL IMPROVEMENT ISSUES

The acceleration of the 2009-2012 years in the Five-Year Capital Improvements Plan will allow the County to
aggressively address its infrastructure improvement needs and effectively manage its major maintenance and capital
improvements program.

Future Borrowing Limitations

In June 2003, the County Board issued $100,025,000 in general obligation refunding bonds to advance refund
various maturities from the 1994 through 2002 corporate purpose bond issues. The refunding increased the
County’s overall outstanding debt service by $48.7 million. In order to minimize the impact of this refunding on the
County’s debt service, the County Executive and County Board also adopted a change in the County’s debt
management goals restricting future borrowing. In this policy limited 2005-2007 borrowing to an increase of no
more than $1 million over the previous year’s corporate purpose bond amount. In addition, the corporate purpose
bond amount for 2008 was set at a not-to-exceed amount of $30 million, and future not-to-exceed amounts were



limited to increase by 3 percent over the previous year’s bond amount. In 2010 Adopted Capital Improvements
Budget, bonding authority for 2011 and 2012 was accelerated to take advantage of low interest rates available
through the Build America Bond program. Under County debt policies no additional bonding authority is available
until 2013.

Borrowing for “Operating Expenses”

Borrowing for “operating expenses” (Wis. Stats. 67.04): State Statutes prohibits borrowing for "operating expenses."
The statute defines operating expenses as "wages, salaries, fringe benefits, materials, supplies, contractual services,
equipment with a useful life of less than one year and other costs specified by the Department of Revenue by rule."
Because many expensed or non-capitalized projects are considered to have a useful life of less than one year, debt
obligations typically may not be used to finance these projects. The 2012 Capital Improvements Budget does
contain some expensed projects (non-capitalized). These projects are financed with property tax levy, sales tax
revenue, or revenue generated from Passenger Facility Charges (PFCs).

Impact of County Property Tax Rate Limit
Approval of a property tax rate limit for Wisconsin counties has resulted in limits for both operating and debt service
purposes.

1993 Levy Cap (Wis Stats 59.605): The rate limit is based on the 1992 levy rate adopted for the 1993 budget. The
operating levy rate may only be increased if program or service responsibilities are transferred from one
governmental unit to another or if a rate increase is approved by public referendum. This section of the Wisconsin
State Statutes was suspended for a county’s levy that is imposed in December 2011 (2012 Budget) and December
2012 (2013 Budget).

Local Levy Limit

The 2011 levy limit for the 2012 Budget (Wis Stats. 66.0602): Wisconsin Act 32 changed the local levy limit to the
greater of the percentage change in the political subdivision’s January 1 equalized value due to new construction less
improvements removed between the previous year and the current or zero percent. The levy limit will consist of net
new construction, which is .426 for the 2012 Budget. The 2011 for the 2012 Budget terminated TID percentage is
0.00 percent.

The 2011 levy cap combines operating and debt service levy amounts. Exceptions (66.06.02 (3)) under which the
levy limit may be adjusted include:

(a) if a political subdivision transfers to another governmental unit responsibility for providing any service that
the political subdivision provided in the preceding year, the levy increase limit otherwise applicable under
this section to the political subdivision in the current year is decreased to reflect the cost that the political
subdivision would have incurred to provide that service, as determined by the department of revenue;

(b) if a political subdivision increases the services that it provides by adding responsibility for providing a
service transferred to it from another governmental unit that provided the service in the preceding year, the
levy increase limit otherwise applicable under this section to the political subdivision in the current year is
increased to reflect the cost of that service, as determined by the department of revenue;

(c) if a city or village annexes territory from a town, the city’s or village’s levy increase limit otherwise
applicable under this section is increased in the current year by an amount equal to the town levy on the
annexed territory in the preceding year and the levy increase limit otherwise applicable under this section in
the current year for the town from which the territory is annexed is decreased by that same amount, as
determined by the department of revenue;

(d) (1) If the amount of debt service for a political subdivision in the preceding year is less than the amount of
debt service needed in the current year, as a result of the political subdivision adopting a resolution before
July 1, 2005, authorizing the issuance of debt, the levy increase limit otherwise applicable to the political
subdivision in the current year is increased by the difference between these two amounts, as determined by
the department of revenue and (2) the limit otherwise applicable under this section does not apply to



(e)
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amounts levied by a political subdivision for the payment of any general obligation debt service, including
debt service on debt issued or reissued to fund or refund outstanding obligations of the political
subdivision, interest on outstanding obligations of the political subdivision, or the payment of related
issuance costs or redemption premiums, authorized on or after July 1, 2005, and secured by the full faith
and credit of the political subdivision and (3) the limit otherwise applicable under this section does not
apply to amounts levied by a county having a population of 500,000 or more for the payment of debt
service on appropriation bonds issued under s. 59.85 including debt service on appropriation bonds issued
to fund or refund outstanding appropriation bonds of the county, to pay related issuance costs or
redemption premiums, or to make payments with respect to agreements or ancillary arrangements
authorized under s. 59.86 and (4) if the amount of a lease payment related to a lease revenue bond for a
political subdivision in the preceding year is less than the amount of the lease payment needed in the
current year as a result of the issuance of a lease revenue bond before July 1, 2005, the levy increase limit
otherwise applicable under this section to the political subdivision in the current year is increased by the
difference between these two amounts. (6m) If the department of revenue does not certify a value
increment for a tax incremental district for the current year as a result of the district’s termination, the levy
increase limit otherwise applicable under this section in the current year to the political subdivision in
which the district is located is increased by an amount equal to the political subdivision’s maximum
allowable levy for the immediately preceding year, multiplied by a percentage equal to 50 percent of the
amount determined by dividing the value increment of the terminated tax incremental district, calculated
for the previous year by the political subdivision’s equalized value for the previous year, all as determined
by the department of revenue;

The limit otherwise applicable under this section does not apply to any of the following: (1) The amount
that a county levies in that year for a county children with disabilities education board. (2) The amount that
a 1% class city levies in that year for school purposes. (3) The amount that a county levies in that year under
882.08 (2) for bridge and culvert construction and repair. (4) The amount that a county levies in that year to
make payment to public libraries under 843.12. (5) The amount that a political subdivision levies in that
year to make up any revenue shortfall for the debt service on a revenue bond issued under §66.0621 by the
political subdivision or by a joint fire department if the joint fire department uses the proceeds of the bond
to pay for a fire station and assesses the political subdivision for its share of that debt, under an agreement
entered into under §66.031, which is incurred by the joint fire department but is the responsibility of the
political subdivision. (6) The amount that a county levies in that year for a county-wide emergency medical
system. (7) The amount that a village levies in that year for police protection services, but this subdivision
applies only to a village’s levy for the year immediately after the year in which the village changes from
town status and incorporates as a village, and only if the town did not have a police force.

(1)Subject to Subd. 3., if a political subdivision’s allowable levy under this section in 2010 was greater than
its actual levy in 2010, the levy increase limit otherwise applicable under this section to the political
subdivision in 2011 is increased by the difference between these two amounts, as determined by the
department of revenue, up to a maximum increase of 0.5 percent of the actual levy in 2010. (2) Subject to
subd.3, if a political subdivision’s allowable levy under this section in 2011 was greater than its actual levy
in 2011, the levy increase limit otherwise applicable under this section to the political subdividion in 2012
is increased by the department of revenue, up to a maximum increase of 0.5 percent of the actual levy in
2011. (3) The adjustment described in subds. 1 and 2 may occur only if the political subdivision’s
governing body approves of the adjustment by one of the following methods (a) With regard to a city,
village, or county, if the governing body consists of a least 5 members, by a three-quarters majority vote of
the governing body. (b) With regard to a city, village, or county, if the governing body consists of fewer
than 5 members, by a two-thirds majority vote (c) With a regard to a town, by a majority vote of the annual
town meting, or a special town meeting, if the town board has adopted a resolution approving of the
adjustment by a two-thirds majority vote of the town board. (4) If a political subdivision’s allowable levy
under this section in 2012, or any year thereafter was greater than its actual levy in that year, the levy
increase limit otherwise applicable under this section to the political subdivision in the next succeeding
year is increased by the difference between the prior year’s allowable levy and the prior year’s actual levy,
as determined by the department of revenue, up to a maximum increase of 0.5 percent of the actual levy in
that prior year.

If a county has provided a service in a part of the county in the proceeding year and if a city, village, or
town has provided that same service in another part of the county in the proceeding year, and if the
provision of that service is consolidated at the county level, the levy increase limit otherwise applicable
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under this section to the county in the current year is increased to reflect the total cost of providing that
service, as determined by the department of revenue.

1. Subject to subd. 2., the limit otherwise applicable under this section does not apply to the amount that a
city, village, or town levies in that year to pay for charges assessed by a joint fire department, but only to
the extent that the amount levied to pay for such charges would cause the city, village, or town to exceed
the limit that is otherwise applicable under this section. (2) The exception to the limit that is described
under subd. 1. applies only if all of the following apply: (a.) The total charges assessed by the joint fire
department for the current year increase, relative to the total charges assessed by the joint fire department
for the previous year, by a percentage that is less than or equal to the percentage change in the U.S.
consumer price index for all urban consumers, U.S. city average, as determined by the U.S. department of
labor, for the 12 months ending on September 30 of the year of the levy, plus 2 percent. (b.) The governing
body of each city, village, and town that is served by the joint fire department adopts a resolution in favor
of exceeding the limit as described in subd.1.

The levy limit may be adjusted based on a Referendum Exception (8866.0602 (4)):

(@)

(b)

(©)

(d)

A political subdivision may exceed the levy increase limit if its governing body adopted a resolution to that
effect and if the resolution is approved in a referendum. The resolution shall specify the proposed amount
of increase in the levy beyond the amount that is allowed, and shall specify whether the proposed amount
of increase is for the next fiscal year only or if it will apply on an ongoing basis. With regard to a
referendum relating to the 2005 levy, or any levy in an odd-numbered year thereafter, the political
subdivision may call a special referendum for the purpose of submitting the resolution to the electors of the
political subdivision for approval or rejection. With regard to a referendum relating to the 2006 levy, or
any levy in an even-numbered year thereafter, the referendum shall be held at the next succeeding spring
primary or election or September primary or general election.

The clerk of the political subdivision shall publish type A, B, C, D, and E notices of the referendum under
810.01 (2). Section 5.01 (1) applies in the event of failure to comply with the notice requirements of this
paragraph.

The referendum shall be held in accordance with chs. 5 to 12. The political subdivision shall provide the
election officials with all necessary election supplies. The form of the ballot shall correspond substantially
with the standard form for referendum ballots prescribed by the elections board under §85.64 (2) and 7.08
(10(a). The question shall be submitted as follows: “Under state law, the increase in the levy of the
....(name of political subdivision) for the tax to be imposed for the next fiscal year, (year), is limited to
....%, which results in a levy of $.... Shall the ....(name of political subdivision) be allowed to exceed this
limit and increase the levy for the next fiscal year, ...(year, by a total of ....%, which results in a levy of
3.7

Within 14 days after referendum, the clerk of the political subdivision shall certify the results of the
referendum to the department of revenue. The levy increase limit otherwise applicable to the political
subdivision under this section is increased in the next fiscal year by the percentage approved by a majority
of those voting on the question. If the resolution specifies that the increase is for one year only, the amount
of the increase shall be subtracted from the base used to calculate the limit for the 2™ succeeding fiscal
year.

The Penalties ((66.0602 (6)) except as provided in (6m) for political subdivisions for having an excess are included

below.

(@)
(b)
(©)
(d)

Reduce the amount of county and municipal aid payments to the political subdivision under §79.035 in the
following year by an amount equal to the amount of the penalized excess.

Ensure that the amount of any reductions in county and municipal aid payments under par. (a) lapses to the
general fund.

Ensure that the amount of the penalized excess is not included in determining the limit described for the
political subdivision for the following year.

Ensure that, if a political subdivision’s penalized excess exceeds the amount of aid payment that may be
reduced under par. (a), the excess amount is subtracted from the total amount of penalized excess is
subtracted from the aid payments



Capital Project Staffing/Consultant Plan

Each project narrative and fiscal sheet has a detailed staffing plan listed. Milwaukee County’s General Ordinance
for Professional Services 56.30(4) requires that “[flor projects managed by the Department of Transportation and
Public Works, the Department of Transportation and Public Works is authorized to enter into contractual services or
professional services agreements as may be required for specific capital improvement projects which have been
previously approved by County Board action.” Furthermore, “[t]lhe budget write-up shall contain specific
information as to the scope of the project, professional services required and estimated cost of the professional
service work to be performed.” Subsequent to budget adoption, the Department of Transportation and Public Works
prepares a final staffing plan, which is reviewed and approved by the County Executive and County Board. Any
subsequent changes to the final 2012staffing plan have to be approved by the County Executive and County Board
of Supervisors.

Appropriations Based on Cash Flow Needs

The 2012 Capital Improvements Budget is based on cash flow requirements for multi-year projects. The capital
improvements budget was developed based on cash flow financing needs due to the establishment of expenditure
targets by the Federal government for tax exempt, debt-financed projects. This budgeting practice may result in the
approval of multi-year construction contracts for projects that exceed the budgeted appropriation. In these cases,
subsequent appropriations may be necessary to complete project financing. In several instances, appropriations for
2012 will result in contractual obligations for future years to complete project financing initiated or continued in
2012 for prior years.

PFC Revenues

During 1995, General Mitchell International Airport received authorization to charge a $3 per-person Passenger
Facility Charge (PFC). The 2012 Capital Improvements Budget reflects $13,708,750 in PFC cash financing. PFC
revenues of $1,100,000 are budgeted for 2012 in WO112 — Fleet Equipment Acquisition as an offset to equipment
costs for items being purchased for the Airport.

Federal Expenditure Targets for Tax Exempt Bonds

Federal tax law governs the use of bond proceeds. Beginning with 1990 bond issues, the Federal government
established expenditure targets for spending tax-exempt municipal bond proceeds. Expenditure targets follow six-
month intervals from the closing date and it is required that all proceeds be spent in either 18 or 24 months
depending upon the particular issue.

If less than 75 percent of the bond issue is to finance construction projects then the rebate method (18-month
expenditure period method) must be used. If 75 percent or more will be used to finance construction projects, the
County has the option of selecting the rebate or penalty-in-lieu of rebate method (24-month expenditure period).

Failure to meet these targets subjects the County to financial liability under the rebate or the penalty-in-lieu of rebate
method. Under the rebate method, if the County fails to meet the expenditure targets and the investment rate is
higher than the interest rate of the bonds, then all investment earnings on the unspent bond proceeds (in excess of the
amount which would have been earned if the proceeds had been invested at a rate equal to the rate on the bonds)
must be paid to the Federal government. No amount is required to be paid if the investment rate is lower than the
interest rate on the bonds even if the expenditure targets have not been met.

Under the penalty-in-lieu of rebate method, financial penalties totaling up to 1.5 percent of the unspent bond
proceeds, including investment earnings, will be assessed every six months until all of the proceeds are spent for
each target that is unmet. If expenditure targets are not met, for either method, appropriations for individual projects
will be reduced to pay rebate or penalty amounts.

Corporate Purpose Bonds

6 months 15 percent of proceeds and actual and expected earnings
12 months 60 percent of proceeds and actual and expected earnings
18 months 100 percent of proceeds and actual earnings



Airport Revenue Bonds

6 months 10 percent of proceeds and actual and expected earnings
12 months 45 percent of proceeds and actual and expected earnings
18 months 75 percent of proceeds and actual and expected earnings
24 months 100 percent of proceeds and actual earnings

A small amount of proceeds is allowed to be spent after the final 18" or 24™ month, whichever is applicable, to
allow for contract retainage. Project bonds are issued on a reimbursement basis, which allows project expenditures
to be incurred on January 1 for projects budgeted as part of the annual capital improvements budget.

Regulations for Reimbursement Bonds

The Internal Revenue Service (IRS) regulates the issuance of "reimbursement bonds" or bonds issued subsequent to
project expenses actually being incurred. Tax-exempt issuers are allowed to pay capital costs out of available cash
in anticipation of issuing long-term bond or note financing if certain conditions are met. The County’s current
practice is to issue capital improvement debt in the late winter or early spring. Prior to debt issuance, some
expenditures may have already occurred for new projects. This practice subjects the County to regulations for
reimbursement bonds. The 2012 budget continues the practice of allowing debt-financed expenditures to occur
before bonds are actually issued. This practice helps the County to meet expenditure targets for tax-exempt bond
issues. The following declarations are made for the purpose of complying with the regulations on reimbursement
bonds.

1. A summary of 2012 capital improvements identifies specific projects and the amount of the expenditure
appropriation to be debt financed. As described above, the County intends to reimburse itself for expenditures made
on debt financed projects with the proceeds of the County’s 2010 bond issue(s), the interest on which is to be
excludable from the gross income of the owners under Section 103 of the Internal Revenue Code of 1986, as
amended.

2. The intent of the County is to use unspent bond proceeds from prior year financings or other cash reserves to
make advance expenditures for 2012 capital improvements. The temporary expenditure of prior year bond proceeds
will be limited to the use category specified when the bonds were originally issued. These proceeds are not
available to finance 2012 capital improvements on a long-term basis because they are allocated to other capital
improvements. Separate corporate purpose and Airport issues may be required. The timing of these issues has not
been finalized, but based on past experience bonds may be issued in the late winter or early spring.

3. Interest expense and investment earnings are budgeted each year for all departments during the planning and
construction of the projects. Upon substantial completion of the project, proprietary departments (Mass Transit,
Airport, and Information Management Service Division) budget for interest payments during each calendar year.
This expense is abated in the County’s debt service fund. The County’s current budget policy is to dedicate County
sales and use tax revenues for debt service payments. To the extent sales and use tax revenues are not sufficient,
general tax revenues will be used to meet debt service payments. For 2012, all debt service costs are offset with
sales tax revenue.

Capitalized Interest and Construction Fund Earnings Recorded in Capital Projects Fund

The current interest expense on bonds issued for projects that are under construction is referred to as capitalized
interest. Under generally accepted accounting principles (GAAP), the capitalized interest cost for proprietary fund
departments should be reflected in the construction fund of the project (capital projects fund). In the past, interest
expense for the general fund capital projects was budgeted in the General Debt Service Fund Budget. These costs
have been reallocated to the capital projects so that all of the capitalized interest costs are reflected in the capital
projects fund.

Upon substantial completion of the project or total project completion, capitalized interest is charged as operating
expense in the proprietary departments operating budgets. Capitalized and operating interest expense is reflected as
an abatement to the debt service fund expenditure budget to avoid double counting this expenditure. Construction
fund earnings on unspent bond proceeds will reduce net capitalized interest costs. The 2012 budget anticipates
$270,994 in investment earnings for the prior year unspent bonds. These earnings are recorded directly in the



capital projects fund to offset the interest expense for the bonds. The capital improvement budget narrative and
fiscal sheet completed for each project reflects the impact of directly recording both capitalized interest expense and
construction fund earnings on project costs.

Requirements for Cash Financing for 2012 Capital Improvements

Beginning with the 1995 capital budget, the County established a cash-financing goal of 20 percent to be
implemented over a ten-year period. This policy served to increase minimum cash financing by 2.0 percent
annually. Net County financing included in the 2012 budget totals $23,249,875, including the Airport. Cash needed
to meet the 20 percent financing goal is calculated at $4,659,975 and budgeted cash financing is $17,132,375, or
73.7 percent of net County financing. Excluding Airport projects, net County financing totals $3,187,800 of which
100 percent is cash.

Financing for 2012 Capital Improvements
Budgeted financing for 2012 corporate purpose (non-airport) improvements is a combination sales tax revenues and
property tax levy.

The County has a goal of 20 percent cash financing of the net County commitment (net of reimbursement revenues)
for capital projects. The 2012 Adopted Capital Improvements Budget includes $1,742,800 of property tax levy,
$1,100,000 of Passenger Facility Charge Cash, and $445,000 of sales tax. Projects that are financed with these
revenue sources consist of the Project WO114 Countywide Infrastructure Improvements ($1,500,000), Project
WO112 Fleet Equipment Acquisition (Airport) ($1,100,000), Project WO870 Special Assessments ($250,000),
Project WO205 Fiscal Automation Program ($195,000), Project WO098 Legislative Workflow and Public Access
Program ($192,800), and Project WZ600 Zoo Master Plan ($50,000).

Debt Management and Capital Financing Policies

On July 21, 1994, the County Board of Supervisors adopted several debt management and capital financing policies
or goals. As stated previously, in June 2003, the County Board issued $100,025,000 in general obligation refunding
bonds to advance refund various maturities from the 1994 through 2002 corporate purpose bond issues. The
refunding increased the County’s overall outstanding debt service by $48.7 million. In order to minimize the impact
of this refunding on the County’s debt service, the County Board also adopted a change in the County’s debt
management goals restricting future borrowing. In effect, this policy limited 2005-2007 borrowing to an increase of
no more than $1 million over the previous year’s corporate purpose bond amount. In addition, the corporate purpose
bond amount for 2008 was set at a not-to-exceed amount of $30 million, and future not-to-exceed amounts are to
increase by 3 percent over the previous year’s bond amount. In 2010 Adopted Capital Improvements Budget,
bonding authority for 2011 and 2012 was accelerated to take advantage of low interest rates available through the
Build America Bond program. Under County debt policies no additional bonding authority is available until 2013.

Debt Management and Capital Financing Policies include a requirement that the budget include a summary of the
impact that borrowing proposals contained in the budget would have on various measures of debt affordability. As
discussed earlier, the policies also established limitations on capital improvement borrowing by requiring an
increase in project pay-as-you-go cash financing. The requirement for 2012 is that 20 percent of County financed
project costs be financed from cash sources.

Partly due to the rapid amortization of the County’s outstanding debt, the three national rating agencies have
consistently given the County a solid rating. The County is rated Aa2 by Moody’s Investor Service, AA by
Standard & Poor’s, and AA+ by Fitch Ratings.

The stable rating for the County is a reflection of the debt management policies followed by the County. The debt
restructuring reduced the County’s rate of amortization from 87 percent to 77 percent, which is still considered a
rapid schedule based on a ten-year period. The initial implementation of the bonding caps has increased the
amortization rate to 88 percent. The County requested a rating from the rating agencies for the issuance of the
$100,025,000 General Obligation Refunding Bonds, Series 2003A which restructured the County’s outstanding
debt. All of the ratings agencies affirmed the County’s rating for the bond issue and its current outstanding debt.



The County has adopted the following debt management and capital finance policy goals:

10.

Tax supported debt service costs shall not exceed actual sales and use tax revenues.

Cash financing for capital improvements shall provide for a minimum of 20 percent of County financed
project costs.

Direct debt shall not exceed 1.5 percent of equalized property value.
Financing terms shall not exceed 16 years.
Average principal maturities shall not exceed 10 years.

Net present value savings for proposed advance refundings should total a minimum of 3 percent to 5 percent of
refunded principal.

Direct debt per capita shall not exceed $500.
Bond insurance will be used when it provides a net economic benefit.

County corporate purpose bond issue increases will be limited to a principal amount of no more than $1 million
over the principal amount of the previous year’s corporate purpose bond issue.

Corporate purpose bond issues for 2008 and forward would be limited to a principal amount of $30 million plus
three percent per year for inflation.



DEBT AFFORDABILITY INDICATORS



A summary of selected debt affordability indicators is contained in the pages that follow.

Debt Service in Comparison to Sales Tax Revenue

Policy Goal:

Tax supported debt service shall not exceed County sales and use tax revenues.

Definition:

Debt service in comparison to county sales and use tax revenues consists of the amount of principal and interest on
direct debt that the County must pay from tax revenues compared to net collections of county sales and use tax
revenue. Tax supported debt service excludes interest allocations to proprietary fund departments and other debt
service fund revenues. Net collections of sales and use tax revenues exclude discounts withheld by retailers and
administrative fees retained by the Wisconsin Department of Revenue. Reported sales tax revenue annual totals are
in accordance with generally accepted accounting principles (GAAP). Annual totals reflect March thru February
monthly receipts.

Trend Information:

Surplus
Budget Tax Supported County Salesand  Sales Tax
Year Debt Service Use Tax Revenues  Revenues
2012 $56,552,600 $64,000,880  ($7,448,280)
2013 $63,038,274 $65,536,901  ($1,647,310)
2014 $60,623,285 $67,109,787  ($3,074,467)
2015 $45,871,638 $68,720,422  ($20,536,836)
2016 $44,982,558 $70,369,712  ($23,113,101)
2017 $46,654,598 $72,058,585 ($23,129,681)
2018 $42,473,079 $73,787,991  ($29,040,333)
2019 $41,659,846 $75,558,903  ($31,628,201)
2020 $43,999,543 $77,372,316  ($31,251,426)
2021 $45,404,478 $79,229,252  ($31,528,019)

Note:

The 2012 Adopted Budget continues the use of surplus sales tax revenue to pre-fund employee benefit costs or fund
anticipated or extraordinary annual increases in such costs or supplement the Appropriation for Contingencies and
includes a modification to Section 22.04 under separate cover to allow for such use. For further sales tax revenue
information please refer to the 2012 Adopted Budget Org. Unit 1800 — Non-Departmental Revenues.

Net debt services costs in the table above increases are primarily due to decreases in revenue to offset debt service
costs. Revenues allocated to debt service average approximately $3.5 million for future years. Budgeted revenues
for the upcoming fiscal years are determined through the budget process. Revenues for 2012 are $9.9 million.



Cash Financing of Capital Improvements

Policy Goal:

Cash financing for capital improvements shall be used for a minimum of 20 percent of County financed project
costs.

Definition:

Cash financing (pay-as-you-go financing) of capital improvements means the direct non-debt financing of County
financed project costs. It is anticipated that cash financing will consist of property tax levy, sales tax revenues,
donations, interest earnings realized from the investment of bond proceeds issued for proprietary fund departments,
and revenue from Passenger Facility Charges (PFCs). Cash financing for 2012 totals $17,182,375 and consists of
$1,742,800 in property tax levy, $445,000 in sales tax revenue, $13,708,750 in PFC revenue, and $1,235,825 from
Airport reserves, and $50,000 in private donations. For the purpose of calculating the percentage of cash financing,
all project costs financed by State, Federal or other local government agencies are excluded from project cost totals.

Trend Information:

Budget Net County Direct Cash Percent Cash
Year Capital Cost Financing Financing
2012 $23,299,875 $17,182,375 73.7%
2013 $42,515,982 $8,503,196 20.0%
2014 $43,787,305 $8,757,461 20.0%
2015 $45,101,413 $9,020,283 20.0%
2016 $46,458,306 $9,291,661 20.0%
2017 $47,851,872 $9,570,374 20.0%
2018 $49,282,111 $9,856,422 20.0%
2019 $50,760,574 $10,152,115 20.0%
2020 $52,283,391 $10,456,678 20.0%
2021 $53,851,893 $10,770,379 20.0%

Note:

Beginning with the 1995 capital budget, the County established cash financing goals to be implemented over a ten-
year period. This policy served to increase minimum cash financing by 2.0 percent annually. Since the 2004
Budget the goal has been 20 percent.



Direct Debt as a Percent of Equalized Value

Policy Goal:

Direct debt shall not exceed 1.5 percent of equalized property value. A long-term policy goal is established that

direct debt shall not exceed 1.0 percent of equalized property values.

Definition:

Direct debt is the total outstanding principal for general obligation bonds and notes which the County has pledged its
full faith, credit and unlimited taxing power. Direct debt does not include debt issued by the County on behalf of the
conduit financings issued for non-county agencies. Equalized property value includes the value of Tax Incremental

Financing Districts (TIDs).
Trend Information:

Budget
Year
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

Note:

Annual growth in equalized values is 5.33 percent, which reflects the 10-year average for the County.

Direct Debt

$752,799,151
$683,411,491
$617,323,605
$565,564,759
$512,899,345
$458,161,237
$407,106,353
$356,565,000
$303,410,000
$248,185,000

Equalized Value Direct Debt as a

(Includes TID)
61,099,028,600
64,355,606,824
67,785,760,668
71,398,741,712
75,204,294,645
79,212,683,550
83,434,719,583
87,881,790,136
92,565,889,551
97,499,651,464

Percent of Value

1.23%
1.06%
0.91%
0.79%
0.68%
0.58%
0.49%
0.41%
0.33%
0.25%



Direct Debt Per Capita

Policy Goal:

Direct debt per capita shall not exceed $500.

Definition:

Direct debt is the total outstanding principal for general obligation bonds and notes which the County has pledged its
full faith, credit and unlimited taxing power. Direct debt per capita is determined by dividing direct debt totals by
the most recent estimate of the number of persons residing in Milwaukee County.

Trend Information:

Budget County  Direct Debt
Year Direct Debt Population per Capita
2012 $752,799,151 947,735 $794
2013  $683,411,491 947,735 $721
2014  $617,323,605 947,735 $651
2015  $565,564,759 947,735 $597
2016  $512,899,345 947,735 $541
2017  $458,161,237 947,735 $483
2018  $407,106,353 947,735 $430
2019  $356,565,000 947,735 $376
2020  $303,410,000 947,735 $320
2021  $248,185,000 947,735 $262

Note:

Direct debt per capita can be used to compare debt levels between issuers or communities but is not a good indicator
of real debt burdens over time unless it is adjusted for price level changes. The column on the far right indicates the
direct debt per capita in 1994 dollars — the year the policy was adopted. The recommendation to establish this debt
policy goal included the caution that this policy must be updated annually to be meaningful and to reflect changes in
real price levels.
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