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GUIDE TO BUDGET DOCUMENTS

PLAN AND BUDGET SUMMARY

A document containing a fiscal summary of the 2011 budget; a budget forecast for Milwaukee; detailed
narrative descriptions of each department’s mission, services, outcome measures and related activities; and a
summary of appropriations by expenditure category. This document is printed annually in proposed and final
form as follows: the Proposed Plan and Executive Budget Summary contains the Mayor’s Executive Budget as
presented to the Common Council for review. The Plan and Budget Summary contains the budget as adopted by
the Common Council.

BUDGET

The official City of Milwaukee line-item budget provides a listing of all appropriation accounts by department
and is published after the final budget adoption.

SIX-YEAR CAPITAL PLAN

A presentation of the city’s six year capital program. Includes details on planning, financing, infrastructure,
and urban development undertakings involved in the capital plan and is published the spring following budget
adoption.

To obtain copies of the: Proposed Plan and Executive Budget Summary, Plan and Budget Summary, Budget, and the
Six Year Capital Plan contact the:

Budget and Management Division
City Hall - Room 603
200 East Wells Street
Milwaukee, Wisconsin 53202
(414) 286-3741
(414) 286-5475 (Fax)

or

Visit the Budget and Management website at:
www.milwaukee.gov/budget



Calendar Date
January - March
Mid-March
May 11*

July

July - September
September 23**
Mid-October
October 28 and 29

November 5***

BUDGET AND PLANNING PROCESS

City Strategic Plan

Citywide Objectives
Citywide Strategies

l

Unified Strategic Plans and Budget

Department Objectives
Department Strategies
Department Performance Measures

Department Annual Budget

!

Annual Budget

Executive Budget

l

Adopted City Budget

Activity
Departments Prepare Plans, Objectives, and Performance Measures
Departments Receive Budget Materials
Plans and Budget Requests Due
Mayor’s Public Hearings on Plans and Budgets
Mayor’s Executive Plan and Budget Review
Plan and Budget Submitted to Common Council
Legislative Hearings
Finance and Personnel Committee Budget Amendment Days

Common Council Action on Budget

*  Second Tuesday in May
** | egal Deadline September 28
*** | egal Deadline November 14
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THE VALUE OF MILWAUKEE

Milwaukee is a cohesive, talent rich, diverse, safe and economically vibrant community. It is nationally recognized for
its manufacturing, arts, recreation, museums, academic institutions, revitalized lakefront and rivers, beautiful
neighborhoods and well-maintained housing.

Milwaukee is the economic hub of the southeast region and entire state of Wisconsin, the “Fresh Coast City” that is
rising fast in national stature and prominence. It is a premiere center for advanced manufacturing, fresh water
research and development, clean and green technology, health care, biomedical technology and financial services.
These core industries spur productivity, innovation, heightened rates of business formation and growth, a strong and
growing entrepreneurial climate, and a boost in Milwaukee’s national and global competitiveness. Milwaukee’s
dynamic and accessible markets attract people, business and investment in large and increasing numbers, and its
transportation system is a gateway for tourism, conventions, commerce, business growth and economic development.

OUR VISION FOR MILWAUKEE

We want Milwaukee to become an even more desirable place to live and work. Our vision is a Milwaukee where
opportunity is abundant and accessible to all citizens - a Milwaukee where:

* Neighborhoods are safe, healthy, thriving and culturally rich;

*  Children are empowered with the tools they need to reach their full potential, including a superior education;
* (itizens have equal access to good family supporting jobs and benefits; and

*  Our environment and economy support and sustain the quality of life for this generation and the next.

MISSION

The mission of city government is to enhance the safety, prosperity, and quality of life of all of our citizens by working
directly and through partnerships with our community stakeholders.

City government is dedicated to delivering services at a competitive cost and achieving customer satisfaction and
responsiveness to citizens. This enables the city to deliver the highest quality services possible to residents and
businesses. These services enhance the value of Milwaukee by:

*  Building safe and healthy neighborhoods;

* Increasing investment and economic vitality throughout Milwaukee;

* Improving workforce development and connecting more citizens to family supporting jobs;

* Helping children succeed, prepare for post-secondary education, and meet their full potential;
*  Promoting racial, social and economic equity for all citizens; and

* Sustaining, enhancing and promoting Milwaukee’s natural environmental assets.
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OVERVIEW OF THE 2011 PROPOSED EXECUTIVE BUDGET

The 2011 Proposed Executive Budget reflects improved stability as a result of 2010 budget actions to address
pension funding and reduce the ongoing level of operating expenses. However, the city faces significant
sustainability challenges due to the projected impacts of fringe benefit costs and the implications of its revenue
structure.

The most significant fiscal impact of the 2010 budget was the need to include a substantial employer’s pension
contribution for the first time since the $3.5 million contribution in 1995, due to significant Pension Fund
investment loss in 2008. In effect, the longstanding funded status of the city’s Employees” Retirement System (ERS)
served as a “silent dividend” by enabling the employer’s share of normal pension cost to be absorbed by the
Pension Fund. The return of the employer’s share of normal cost was the primary factor in generating a $49 million
employer contribution for 2010 approximately $47 million of which came from the property tax levy.

In order to meet this challenge, the 2010 budget took several actions which improved the city’s immediate fiscal
future. These include:

e Reductions of approximately $31 million in baseline operating budget expenses and 362 Full Time Equivalent
(FTE) O&M funded positions. These reductions result in a manageable level of adjustments that are needed to
meet 2011 budget priorities and funding parameters.

e Provision of the entire required employer pension contribution without resort to borrowing. Combined with
changes to the ERS funding policy and strong 2009 investment return, the ERS now enjoys a funded ratio of
approximately 113% on an actuarial basis. No employer contribution is required for the 2011 budget.

e Utilization of American Recovery and Reinvestment Act (ARRA) stimulus funds to leverage tens of millions of
dollars of core infrastructure improvements and federal funding for 50 police officers that will extend through
the middle of 2013, in addition to other purposes.

In addition, prior to 2010 budget adoption the city reached agreement on 2007-2009 and 2010-2011 collective
bargaining agreements with the American Federation of State, County, and Municipal Employes (AFSCME)
District Council 48, which included below trend wage increases and health care benefit premium changes in
exchange for a no layoff provision through 2011. These provisions were eventually included in agreements with
other general city unions covering the same time periods.

However, significant challenges remain regarding the city’s ability to achieve ongoing fiscal sustainability. These
challenges are especially difficult because for the most part they are either (a) rooted in prior commitments which
are legally binding and which cannot be reversed; or (b) established by forces over which the city has no direct
control.

Challenges to Sustainability

A growing proportion of the city’s tax levy is non-discretionary. Non-discretionary expenses arise from legally-
binding obligations such as debt service and financing for post-retirement benefits such as pensions and retiree
health care benefits.

As Figure 1 indicates, in the 2010 budget approximately two-thirds (65.3%) of the $247 million city tax levy is
allocated to non-discretionary expenses. These include the employer’s pension contribution for 2010; the
employer’s share of the employee 2010 pension contribution, as provided for by law; pay-as-you-go financing for
post-retirement health care benefits; the debt service levy; and a modest amount for two “closed” pension plans.

2011 PROPOSED PLAN AND EXECUTIVE BUDGET SUMMARY 1



OVEREVIEW OF THE 2011 PROPOSED EXECUTIVE BUDGET

Estimates represented by Figure 2 indicate Figure 1

that the proportion of the city’s total levy
allocated to non-discretionary purposes will
grow to approximately 76% by 2013. This
impact exacerbates the city’s limited budget
flexibility that results from changes to State
Shared Revenue policy.

2010 Allocation of $246.7 City Levy (In Millions)

Debt Service Levy,

$69.1
Discretionary

Portion, $88.4
For many years the State Shared Revenue

program was successful at equalizing fiscal
capacity among Wisconsin's local
governments. In effect, State Shared Revenue
redistributed state tax receipts in a manner
that enabled local governments to provide Annuity Contribution
o . T and Other Pension, Employer Pension
similar levels of service at similar levels of $17.2 v

local tax effort.

Retiree Health Care
Benefits, $28.0

Contribution, $47.0

Note: Non-Discretionary Portions = 65% of Levy.

Two major policy elements have accompanied

the state’s “bargain” with local governments
in return for equalizing tax capacity. First, Figure2

local governments do not possess the diverse
set of revenues that local governments in
most states use to reduce their reliance on the 2013 Allocation of Projected City Levy (In Millions)
property tax. Second, the state has mandated
a prescriptive local government collective Discretionaty
bargaining law that in practical terms has Portion, $63.5
very little deference for differences among
communities in local tax capacity and
economic conditions.

Debt Service Levy,
$73.2

Annuity Contribution
As a result, the breakdown in the State’s and Other Pension,

$26.8
Shared Revenue program has created
substantial consequences for the city’s fiscal
sustainability. Figure 3 illustrates the impact Employer Pension
. . . . Contribution, $65.5
of this breakdown on city finances since 2003.
In effect, the city has absorbed a $60 million

Retiree Health Care
Benefits, $33.0

Note: Non-Discretionary Portions = 76% of Projected Levy.

loss (-20%) in purchasing power (as measured
by the CPI-U) as a result of this change in State policy.

Using CPI-U to “benchmark” the changes in State Shared Revenue policy since 2003 actually understates the
impact on the city’s structural budget challenges. For example, annual increases in total compensation costs have
typically exceeded the annual change in “headline” inflation during this time period. This factor is especially
prevalent with respect to the cost of employee and retiree health care benefits.

As Figure 4 depicts, the projected increase in total health care costs (net of premium and co-insurance payments)
from the 2003 base through 2011 is 98%. This increase is more than five times the rate of CPI-U change during this
same time period.

During 2010 the city will initiate a Wellness Program that is designed to address the most significant drivers of
health care benefit utilization. It is expected that a successful program will reduce the rate of growth in
expenditures that would otherwise occur. However, this impact is likely to be gradual and will not modify the
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OVEREVIEW OF THE 2011 PROPOSED EXECUTIVE BUDGET

underlying impact of a generous plan design,
essentially unrestricted provider networks,
and very low participant cost sharing inherent
in the city’s health benefit structure.

2011 Proposed Executive Budget

Development of the 2011 Proposed Executive
Budget unfolded in a context of near-term
fiscal stability, combined with the definite
prospect of post 2011 challenges to
sustainability. This proposed budget
capitalizes on the near-term by maintaining
key strategic priorities, advancing a limited
set of new initiatives, and providing residents
with a stable cost of city government. The
proposed budget also addresses the future by
increasing the city’s reserves significantly and
by decreasing the base level of department
expenditures that will carry forward into
future Budgets.

2011 Proposed Budget “Bottom Line”

The 2011 proposed budget holds the 2010
adopted city property tax levy constant, and
maintains the existing total revenues from the
four Municipal Service charges. This
proposal is based on the following factors:

e The significant reductions to the
operating budget that were made as part
of the 2010 budget have significantly
reduced the 2011 level of funding needed
to deliver baseline operations. In
addition, the return of the Employes’
Retirement System (ERS) to an actuarial
funded ratio of ~ 113% results in no

Figure 3
Decline in State Shared Revenue and
Expenditure Restraint Program
Payments to Milwaukee 2003 - 2011
350
$296.1
300 - — - mm e mmmm e mm e — oo -4
$249.9 $236.2
R p o Rl e
é 200 +
=
T 1504
0+---4 - -———4 L
50+---4 |l -—-—————-4 b ——————d L
0
2003 2003 in 7/2010 Dollars 2011 Estimate

Inflation Adjusted Decline in Shared Revenue and ERP Payments
Source: Budget and Management Division; Bureau of Labor Statistics

Figure 4

Comparison: Trend in City Health Benefit
Expense and CPI-U: 2004-2011

25%
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—- Percentage Change In City Health Benefit Expense

*Projected

employer contribution being required for the 2011 budget. As a result, the 2011 budget can provide key city

services without revenue increases.

e The 2011 proposed budget (see page 7) includes a voluntary contribution of $17.35 million to the Employer’s
Reserve to help prepare for the return of significant employer pension contributions that are projected for the
2013 budget and beyond on an ongoing basis. Based on overall Budget and economic conditions, the proposed
budget strikes a balance between maintaining services and providing for future budget challenges, without

relying on revenue increases.

e A steady cost of city services will help residents and property owners deal with the impacts of continued
weakness in the economy. Owners of a residential property of average value with a single garbage cart (see
page 6) will save a combined total of $10 on their property taxes and municipal service charges compared to

the 2010 adopted budget.
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OVEREVIEW OF THE 2011 PROPOSED EXECUTIVE BUDGET

The 2011 proposed budget also maintains the recent level of annual new levy supported General Obligation (GO)
borrowing authorizations. The proposed amount of new levy supported GO is $73 million, which is almost 12%
lower than the 2004 level in inflation-adjusted terms.

Overall, the 2011 proposed budget reflects an operating budget increase of 4%. This increase is due entirely to a
$25.1 million increase in estimated 2011 health care benefit expenditures. Proposed expenses for department
operations are down $-1.2 million from the 2010 adopted budget level.

The 2011 proposed budget contains a modest reduction of less than 1% to the O&M funded full time equivalent
(FTE) position count. In addition, the proposed budget anticipates a vacancy management program during 2011

that will hold approximately 1% of general city O&M funded FTE positions vacant, through attrition.

2011 Proposed Budget: Initiatives and Priorities

The 2011 proposed budget remains strategically focused by addressing community needs with new initiatives and
focused priorities, even though it reduces the total amount of funding available for department operations.

Managing the Impact of Foreclosures

The economic downturn has resulted in an increased number of vacant or abandoned residential properties,
including those in mortgage foreclosure. There are an estimated 6,075 open foreclosure filings as of July, 2010, an
increase of 1,585 or 35.3% from April, 2009. Vacant and abandoned properties are likely to generate blight and
crime in neighborhoods.

In 2009, the Mayor and Common Council adopted Common Council File Number 091517. This resolution
modified the internal protocol for initiating In Rem foreclosure actions. The resolution provides for expedited In
Rem foreclosure action against tax delinquent vacant or abandoned residential properties. Expedited foreclosure is
intended to prevent the deterioration of the properties, minimize the blight on the neighborhood, and redevelop
and return the properties to occupancy at the earliest possible time.

The 2011 proposed budget includes funding for a modified In Rem foreclosure process that will allow for expedited
city action. The budget funds four regular foreclosure filings and projects that 1,700 parcels will have the
foreclosure process initiated by the Treasurer. This will include the capacity for 100 to 200 filings against properties
that the Council and city departments identify as the most critical to blight prevention and redevelopment
objectives. A substitute resolution establishing this process has been submitted with the proposed budget.

The total cost for the Treasurer to expedite In Rem foreclosures is $229,000, with $114,000 funded in the operating
budget and $115,000 funded through the NSP 3 grant.

Increasing and expedited foreclosures will result in a larger inventory of city owned properties, which will increase
other foreclosure related costs. The 2011 proposed budget includes additional funding for these purposes. This
includes a $150,000 increase for DCD Land Management, including $100,000 in the O&M funded special purpose
account and $50,000 from CDBG,; an increase for DNS demolition funded through NSP 3, and a $50,000 increase for
DPW vacant lot maintenance funded through NSP 3. In addition, the 2011 proposed capital budget includes
$470,000 in the Housing Infrastructure Preservation Fund (including $170,000 of unexpended 2010 authorizations)
which can be used to stabilize the condition of neighborhood properties that are priority candidates for significant
restoration or rehabilitation. The proposed budget also provides $200,000 for a new In Rem property program to
make minor repairs that are needed to prepare city owned properties for sale.

The modified In Rem foreclosure process will advance community preservation and improvement objectives in a
manner that is administratively practical and cost effective. In addition, the proposed budget addresses the need
for funding the increased cost of city ownership resulting from a larger number of foreclosures.

4 2011 PROPOSED PLAN AND EXECUTIVE BUDGET SUMMARY



OVEREVIEW OF THE 2011 PROPOSED EXECUTIVE BUDGET

Commitments to Core Infrastructure

Figure 5

Infrastructure plays an essential role in the . . :
regional economy and protects public health Comparison _Of City Funding for Local Street
and the environment. The 2011 proposed Program: 2004 and 2011 Proposed
budget builds on recent commitments to core n $143
infrastructure and supplements the significant 5 Eieiiei i D
impact that ARRA stimulus funds have had oo o]
on improving replacement cycles and system .
performance. The proposed budget includes | §
$5.9 million of additional city funding for the |3 °
major and local street reconstruction Sel
programs. The proposed 2011 city 4] $4.0
commitment to local streets is more than
250% higher than the level inherited by the “]
new Administration in 2004. 0 ‘

2004* 2011
The propose d bu dget also commits to Source: Budget and Management Division *Includes $1.435 million of Special Assessments

significant renewal of the city’s sewer system

in areas that will have the most positive impact on system performance. This initiative provides $8.8 million in
improvements to public infrastructure in the sewer sheds with the highest levels of infiltration and inflow and the
greatest risk of basement backups. The budget also makes provisions for the possibility of investments into
privately owned components of the local sewer system. This initiative will evaluate which components of a multi-
faceted approach should be implemented in the local sewer sheds most in need of improved performance, in order
to address this community need cost effectively.

Maintaining Excellence in Police and Fire Department Services

Approximately 67% of the O&M budget wage and salary funding is committed to the Fire and Police departments.
This level of support provides the resources for both departments to continue to produce excellent results with
respect to public safety.

The 2011 proposed budget provides the Police Department with a modest increase to its funded FTE position
strength, in part due to the full year availability of 50 Police Officer positions funded through the ARRA federal
stimulus. The department will continue to use data driven deployment strategies and its Neighborhood Task
Force, which have contributed to approximately a 30% reduction in violent crime since the first half of 2007. The
Proposed Budget eliminates furlough days for sworn non-management police staff.

The proposed budget will also maintain the Fire Department’s capacity to respond to fire and medical emergencies
at a rate which is superior to national standards. Average response to fire service calls was well below five minutes
in 2009, and has remained so during the first half of 2010. Department response to emergency medical service calls
through June of 2010 produced a 98.1% survival rate for stabbing victims and a 90.8% survival rate for victims of
gun shot wounds.

Increasing Access to Library Services

The Milwaukee Public Library (MPL) supports literacy, skills development, and cultural enrichment for
Milwaukeeans of all ages throughout the city. The proposed budget increases public service hours by ten hours
weekly at four neighborhood libraries at a cost of approximately $259,000. This service level improvement is
expected to increase both Library usage and circulation, thereby enhancing the impact of Library services on the
community. Increased public service hours will also enable school children increased access to Library home work
assistance and to the valuable collections and technology resources.
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OVEREVIEW OF THE 2011 PROPOSED EXECUTIVE BUDGET

Sustainability in Solid Waste Operations

The Department of Public Works (DPW) operates solid waste programs that are the foundation of city
government’s role in a sustainable environment. Program objectives include diversion of waste from landfills as
well as the immediate focus on neighborhood cleanliness.

Mayor Tom Barrett has directed DPW to achieve long term positive environmental impacts. One of the primary
targets is a 40% reduction of waste entering the 