This is a Preliminary Official Statement, subject to correction and change. The City has authorized the distribution of the Preliminary Official Statement to prospective
purchasers and others. Upon the sale of the Offered Obligations, the City will complete, adopt and deliver a Final Official Statement substantially in this form.

PRELIMINARY OFFICIAL STATEMENT DATED JUNE 1, 2016

NEW ISSUES RATINGS: Moody’s Standard & Poor’s Fitch
BOOK ENTRY ONLY (See “Ratings” herein.) “Aa3” “AA” “AA”

Subject to compliance by the City with certain covenants, in the separate opinions of Chapman and
Cutler LLP and Hurtado Zimmerman SC, Co-Bond Counsel, under present law, interest on the Offered
Obligations is excludable from gross income of the owners thereof for federal income tax purposes, and is not
included as an item of tax preference in computing the federal alternative minimum tax for individuals and
corporations, but such interest is taken into account in computing an adjustment used in determining the
federal alternative minimum tax for certain corporations.

Under the laws of the State of Wisconsin, as presently enacted and construed, interest on the Offered
Obligations is exempt from the income tax imposed by the State of Wisconsin on individuals and fiduciaries by
Section 71.23(1) of the Wisconsin Statutes, as supplemented and amended. See “TAX MATTERS” herein for a
more complete discussion.

CITY OF MILWAUKEE, WISCONSIN
$27,000,000* General Obligation Promissory Notes, Series 2016 N5
$12,000,000* General Obligation Corporate Purpose Bonds, Series 2016 B6

Dated: June 24, 2016 Due: As shown herein

$27,000,000* General Obligation Promissory Notes, Series 2016 N5 (the “N5 Notes”), and the
$12,000,000* General Obligation Corporate Purpose Bonds, Series 2016 B6 (the “B6 Bonds”) are direct
general obligations of the City, payable from taxes levied on all taxable property within the City, subject to
taxation by the City, without limitation as to rate or amount.

The N5 Notes and B6 Bonds (the “Offered Obligations”) will be dated the Dated Date, will bear
interest payable semi-annually on April 1 and October 1 of each year, commencing October 1, 2016 at the
rates, and will mature on October 1, 2016, and on April 1, in the years and amounts, as detailed herein.
The Offered Obligations are being issued for the purpose of financing various public improvements related
to a new basketball arena project for the Milwaukee Bucks, capitalized interest, and associated financing
costs. The N5 Notes are not subject to optional redemption. The B6 Bonds maturing on and after April 1,
2027 are subject to optional redemption on any date on or after April 1, 2026 as described herein.

The Offered Obligations are offered for sale by competitive bid in accordance with the Official
Notices of Sale dated June 1, 2016 and other conditions specified in the Official Notices of Sale. The
Offered Obligations are being issued subject to the separate legal opinions of Chapman and Cutler LLP,
Chicago, Illinois and of Hurtado Zimmerman SC, Wauwatosa, Wisconsin, Co-Bond Counsel to the City. It
is expected that the Offered Obligations will be delivered through the facilities of The Depository Trust
Company (“DTC”), New York, New York on or about June 24, 2016.

THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE
ONLY. IT IS NOT A SUMMARY OF THE OFFERED OBLIGATIONS. INVESTORS MUST READ
THIS ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE
MAKING OF AN INFORMED INVESTMENT DECISION.

For Further Information Contact:
Martin Matson, Comptroller and Secretary to Public Debt Commission
City Hall, Room 404, 200 East Wells Street - Milwaukee, WI 53202 - Phone (414) 286-3321

ELECTRONIC BIDS WILL BE RECEIVED ON THURSDAY, JUNE 9, 2016 UNTIL
10:00 A.M. (CENTRAL TIME) FOR THE N5 NOTES
10:30 A.M. (CENTRAL TIME) FOR THE B6 BONDS

*  Preliminary, subject to change in accordance with the Official Notice of Sale.



MATURITY SCHEDULES

$27,000,000* GENERAL OBLIGATION PROMISSORY NOTES
SERIES 2016 N5

The N5 Notes will be dated the Dated Date, will bear interest at the rates shown below,
payable semi-annually on April 1 and October 1 of each year, commencing October 1, 2016 and
will mature on the dates and in the amounts shown below. The N5 Notes are not subject to
redemption prior to maturity.

CUSIP (1)
Maturing Amount* Interest Rate Yield Base 602366
October 1, 2016 $14,000,000
April 1, 2017 3,215,000
April 1, 2018 3,235,000
April 1, 2019 3,260,000
April 1, 2020 3,290,000

$12,000,000* GENERAL OBLIGATION CORPORATE PURPOSE BONDS
SERIES 2016 B6

The B6 Bonds will be dated the Dated Date, will bear interest at the rates shown below,
payable semi-annually on April 1 and October 1 of each year, commencing October 1, 2016 and
will mature on April 1 in the years and in the amounts shown below. The B6 Bonds maturing on
and after April 1, 2027 are subject to optional redemption prior to maturity on any date on and
after April 1, 2026, as provided herein.

Maturing CUSIP (1)
(April 1) Amount* Interest Rate Yield Base 602366

2021 $830,000

2022 840,000

2023 850,000

2024 855,000

2025 870,000

2026 885,000

2027 905,000

2028 925,000

2029 950,000

2030 980,000

2031 1,005,000

2032 1,035,000

2033 1,070,000

(1) The above-referenced CUSIP numbers have been assigned by an independent company not affiliated with the City and are included
solely for the convenience of the holders of the Offered Obligations. The City is not responsible for the selection or uses of such
CUSIP numbers, and no representation is made as to their correctness on the Offered Obligations, or as indicated above. The
CUSIP number for a specific maturity is subject to change after the issuance of the Offered Obligations.

* Preliminary, subject to change



No dealer, broker, salesperson or other person has been authorized by the City to give any
information or to make any representation other than as contained in this Official Statement in connection
with the sale of these securities and, if given or made, such other information or representations must not
be relied upon. This Official Statement does not constitute an offer to sell or the solicitation of an offer to
buy, nor shall there be any sale of these securities by a person in any jurisdiction in which it is unlawful
for such person to make such offer, solicitation, or sale. The information and expressions of opinion
herein are subject to change without notice and neither the delivery of this Official Statement nor any sale
made hereunder shall, under any circumstances, create any implication that there has been no change in
the affairs of the City since the date hereof. These securities have not been registered pursuant to the
Securities Act of 1933, in reliance upon exemptions contained in such Act.
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INTRODUCTION TO THE OFFICIAL STATEMENT

The purpose of this Official Statement, including the cover page and Appendices, is to set forth
certain information concerning the City of Milwaukee (the “City”), located in Milwaukee County,
Wisconsin, and to set forth information concerning the following securities issued by the City:

$27,000,000* General Obligation Promissory Notes, Series 2016 N5 (the “N5 Notes”)
$12,000,000* General Obligation Corporate Purpose Bonds, Series 2016 B6 (the “B6 Bonds”)

The following summary statement is furnished solely to provide limited introductory information
regarding the City’s Offered Obligations, and does not purport to be comprehensive. All such
information is qualified in its entirety by reference to the more detailed descriptions appearing in this
Official Statement, including the Appendices hereto.

Summary Statement — N5 Notes

Issuer:

Issue:

Dated Date:
Principal Due Date:

Interest Payment Date:

Denominations:

Purpose:

Security:

Authority for Issuance:

Form of Issuance:

Federal Tax Status of
Interest:

City of Milwaukee, Wisconsin

$27,000,000* General Obligation Promissory Notes, Series 2016 N5
June 24, 2016.

October 1, 2016, and April 1 of the years 2017 through 2020.

Interest on the N5 Notes is due each April 1 and October 1 commencing
October 1, 2016. Interest is calculated on the basis of 30-day months and a
360-day year.

$5,000 or integral multiples thereof.

The N5 Notes are issued pursuant to Section 67.12(12) of the Wisconsin
Statutes for the public purpose of financing various public improvements
related to a new basketball arena project for the Milwaukee Bucks,
capitalized interest, and associated financing costs.

Principal and interest on the N5 Notes will be payable out of receipts from
an irrevocable ad-valorem tax levied on all taxable property within the
City.

The Common Council of the City has authorized the issuance and sale of
the N5 Notes in accordance with the provisions of Section 67.12(12) of the
Wisconsin Statutes.

The N5 Notes will be issued in Book-Entry-Only form, fully registered in
the name of Cede & Co., as nominee of The Depository Trust Company of
New York, New York, which will act as security depository for the N5
Notes. (See “BOOK-ENTRY-ONLY SYSTEM” herein).

Subject to compliance by the City with certain covenants, in the separate
opinions of Chapman and Cutler LLP and Hurtado Zimmerman SC, Co-
Bond Counsel, under present law, interest on the N5 Notes is excludable
from gross income of the owners thereof for federal income tax purposes,
and is not included as an item of tax preference in computing the federal

* Preliminary, subject to change.



State Tax Status of Interest:

Redemption Feature:

Official Statement:

Professionals:

Record Date:

Delivery:

Reoffering:

Continuing Disclosure
Certificate:

alternative minimum tax for individuals and corporations, but such interest
is taken into account in computing an adjustment used in determining the
federal alternative minimum tax for certain corporations. (See “FEDERAL
TAX MATTERS” herein).

Under the laws of the State of Wisconsin, as presently enacted and
construed, interest on the Offered Obligations is exempt from the income
tax imposed by the State of Wisconsin on individuals and fiduciaries by
Section 71.23(1) of the Wisconsin Statutes, as supplemented and amended.
(See “STATE TAX MATTERS” herein).

The N5 Notes are not subject to redemption prior to maturity.

The City will provide the original purchaser of the N5 Notes with an
electronic copy and up to 25 copies of this Official Statement within seven
business days following the award of the N5 Notes.

Co-Bond Counsel:  Chapman and Cutler LLP
Chicago, Illinois

Hurtado Zimmerman SC
Wauwatosa, Wisconsin

Financial Advisor: Public Financial Management, Inc.
Milwaukee, Wisconsin

Paying Agent: City of Milwaukee, Comptroller’s Office
Milwaukee, Wisconsin

March 15 and September 15 (whether or not a business day).

Delivery of the N5 Notes will be on or about June 24, 2016 at the expense
of the City, through the facilities of The Depository Trust Company,
New York, New York.

The public reoffering price or yield of the N5 Notes will be set forth on the
inside front cover page of the Final Official Statement.

In order to assist bidders in complying with the continuing disclosure
requirements of SEC Rule 15¢2-12 and as part of the City’s contractual
obligation arising from its acceptance of the successful bidder’s proposal,
at the time of the delivery of the N5 Notes, the City will provide an
executed copy of its Continuing Disclosure Certificate. (See
“CONTINUING DISCLOSURE” herein).

(The remainder of this page has been intentionally left blank)



Summary Statement — B6 Bonds

Issuer:

Issue:

Dated Date:
Principal Due Dates:

Interest Payment Dates:

Denominations:

Purpose:

Security:

Authority for Issuance:

Form of Issuance:

Federal Tax Status of
Interest:

State Tax Status of Interest

Redemption Feature:

City of Milwaukee, Wisconsin

$12,000,000* General Obligation Corporate Purpose Bonds, Series 2016 B6
June 24, 2016.

April 1 of the years 2021 through 2033.

Interest on the B6 Bonds is due each April 1 and October 1 commencing
October 1, 2016. Interest is calculated on the basis of 30-day months and a
360-day year.

$5,000 or integral multiples thereof.

The B6 Bonds are issued pursuant to Chapter 67 of the Wisconsin Statutes
for the public purpose of financing various public improvements related to
a new basketball arena project for the Milwaukee Bucks, capitalized
interest, and associated financing costs.

Principal and interest on the B6 Bonds will be payable out of receipts from
an irrevocable ad-valorem tax levied on all taxable property within the
City.

The Common Council of the City has authorized the issuance and sale of
the Bonds in accordance with the provisions of Chapter 67 of the
Wisconsin Statutes.

The B6 Bonds will be issued in Book-Entry-Only form, fully registered in
the name of Cede & Co., as nominee of The Depository Trust Company of
New York, New York, which will act as security depository for the B6
Bonds. (See “BOOK-ENTRY-ONLY SYSTEM” herein).

Subject to compliance by the City with certain covenants, in the separate
opinions of Chapman and Cutler LLP and Hurtado Zimmerman SC, Co-
Bond Counsel, under present law, interest on the B6 Bonds is excludable
from gross income of the owners thereof for federal income tax purposes,
and is not included as an item of tax preference in computing the federal
alternative minimum tax for individuals and corporations, but such interest
is taken into account in computing an adjustment used in determining the
federal alternative minimum tax for certain corporations. (See “FEDERAL
TAX MATTERS” herein).

Under the laws of the State of Wisconsin, as presently enacted and
construed, interest on the Offered Obligations is exempt from the income
tax imposed by the State of Wisconsin on individuals and fiduciaries by
Section 71.23(1) of the Wisconsin Statutes, as supplemented and amended.
(See “STATE TAX MATTERS” herein).

The B6 Bonds maturing on and after April 1, 2027 are subject to optional
redemption on any date on or after April 1, 2026. (See “Redemption
Provisions™ herein.)

* Preliminary, subject to change.



Official Statement:

Professionals:

Record Date:

Delivery:

Reoffering:

Continuing Disclosure
Certificate:

The City will provide the original purchaser of the B6 Bonds with an
electronic copy and up to 25 copies of this Official Statement within seven
business days following the award of the B6 Bonds.

Co-Bond Counsel:  Chapman and Cutler LLP
Chicago, Illinois

Hurtado Zimmerman SC
Wauwatosa, Wisconsin

Financial Advisor: Public Financial Management, Inc.
Milwaukee, Wisconsin

Paying Agent: City of Milwaukee, Comptroller’s Office
Milwaukee, Wisconsin

March 15 and September 15 (whether or not a business day).

Delivery of the B6 Bonds will be on or about June 24, 2016 at the expense
of the City, through the facilities of The Depository Trust Company,
New York, New York.

The public reoffering price(s) or yield(s) of the B6 Bonds will be set forth
on the inside front cover page of the Final Official Statement.

In order to assist bidders in complying with the continuing disclosure
requirements of SEC Rule 15c2-12 and as part of the City’s contractual
obligation arising from its acceptance of the successful bidder’s proposal,
at the time of the delivery of the B6 Bonds, the City will provide an
executed copy of its Continuing Disclosure Certificate. (See
“CONTINUING DISCLOSURE” herein).

(The remainder of this page has been intentionally left blank)



THE N5 NOTES AND B6 BONDS

Authority and Purpose

The N5 Notes and B6 Bonds are being issued pursuant to Chapter 67 of the Wisconsin Statutes to
finance various public improvements in connection with a new basketball arena project for the Milwaukee
Bucks, capitalized interest, and associated financing costs. The Common Council of the City adopted
Resolutions on September 22, 2015 and January 19, 2016 which authorize the issuance of the N5 Notes
and B6 Bonds.

Proceeds of the sale of the N5 Notes and B6 Bonds are anticipated to be used for various public
improvements of the City as follows:

Estimated Purposes (including commercial paper to be refunded)*

Parking SErUCKUIE .......cvoiiviiicie e $27,000,000
dT (o] FTol = P-4 WS 12,000,000
Capitalized INTEreST .......eeeeieee et
UNderwriter’s DISCOUNT..........cooiiiiiiiie et

Other FINANCING COSES.......c.eiviiieieieieieise s 135,000
Less: Premium applied t0 PUIPOSES .........cooveveireiiniesieieeeese e 135,000

TOLAL ... $39,000,000

* Preliminary, subject to change. The purposes shown in the table reflect the refunding of $27,000,000 of Commercial Paper and Line
of Credit.

Security for the N5 Notes and B6 Bonds

The N5 Notes and B6 Bonds will be general obligations of the City, and payment thereof is
secured by a pledge of the full faith and credit of the City. The City is authorized and required to levy on
all taxable property in the City such ad-valorem taxes, without limitation as to rate or amount, as may be
necessary to meet the debt service requirements on the N5 Notes and B6 Bonds.

Under and by virtue of Sections 67.05(10) and 67.12(12)(ee), Wisconsin Statutes, the City is
obligated to levy a direct annual tax sufficient in amount to pay, and for the express purpose of paying,
the interest on the N5 Notes and B6 Bonds as it falls due, and also to pay and discharge the principal
thereof at maturity. The City is, and shall be, without power to repeal such levy or obstruct the collection
of such tax until all such payments have been made or provided for.

Under Section 67.035, Wisconsin Statutes, all taxes levied for paying principal of and interest on
the N5 Notes and B6 Bonds are declared to be without limitation. Under Section 65.06(18), Wisconsin
Statutes, the omission from the budget of the payment of interest on or the principal of any bonded debt
of the City when due shall not prevent the placing of the same on the tax roll for the levy and the
collection of the tax and the payment of the money therefor.

Maturity and Interest Rates

The N5 Notes and B6 Bonds are to be dated June 24, 2016, and will bear interest from that date at
the rates, and shall mature on October 1, 2016, and each April 1 in the principal amounts and on the dates
as set forth on the inside front cover pages of this Official Statement. Interest on the N5 Notes and B6
Bonds will be payable commencing October 1, 2016 and thereafter semiannually on April 1 and October
1 of each year and is calculated on the basis of 30-day months and a 360-day year.

-5-



Redemption Provisions

The N5 Notes are not subject to call and optional redemption prior to maturity. B6 Bonds
maturing on and after April 1, 2027 will be subject to redemption prior to their maturity, at the option of
the City, on any date on or after April 1, 2026 at a price of par plus accrued interest to the date fixed for
their redemption.

If less than all outstanding B6 Bonds are called for redemption, the B6 Bonds shall be called in
such order of maturity as shall be determined by the City. If less than all of the B6 Bonds of the same
maturity are called for redemption, the particular B6 Bonds of such maturity to be redeemed shall be
selected by lot. Notice of redemption shall be mailed, postage prepaid, no earlier than 60 days and no
later than 30 days prior to the redemption date, to the owners of any B6 Bonds to be redeemed in whose
name such B6 Bonds are registered as of the date of the notice. Any defect in the notice shall not
invalidate the notice. The record date for receiving payment of the redemption price shall be the 15"
calendar day (whether or not a business day) prior to the redemption date. While in Book Entry Form, as
the Registered Owner, DTC will receive the Redemption Notice. The City is not responsible for DTC’s
notification of redemption to Participants and Beneficial Owners.

Statutory Borrowing Limitation

Wisconsin Statutes limit direct general obligation debt the City may issue. The N5 Notes and B6
Bonds do not cause these limitations to be exceeded. (See “DEBT STRUCTURE” herein for further
details).

THE PROJECT

The State of Wisconsin has authorized the Wisconsin Center District to construct, maintain, and
operate a new basketball arena complex for the National Basketball Association Milwaukee Bucks (the
“Milwaukee Bucks”, and shall also include entities associated with, or controlled by, the Milwaukee
Bucks). Included in the legislation is authorization for the City to issue debt for the arena project the
interest on which is exempt from Wisconsin state income taxes. The total estimated cost of the arena
project is $525 million. The Wisconsin Center District is providing $203 million towards the arena
project, the City is providing $47 million, and the Milwaukee Bucks is responsible for the balance,
including cost overruns. The goal of the parties is to have the new arena completed no later than the start
of the 2018-2019 basketball season.

Of the $47 million from the City, $35 million is for a new parking structure, and $12 million is
for a public plaza (the “Plaza”). The City is using two tax incremental districts (“TID”) to provide the
funds. The City’s borrowing is for public purposes including community development, redevelopment
and urban renewal - TID purposes. The aggregate amount of the Offered Obligations is $39 million. The
remaining $8 million of the City’s $47 million contribution will come from a loan from the Milwaukee
Bucks, and is repayable from incremental tax revenues of the newer of the two TIDs. The older TID is a
mature TID, and its incremental tax revenues allow for a rapid amortization of the N5 Notes over the next
five years. The B6 Bonds have been structured based upon projected revenues of the new TID.

The City will own the parking structure portion of a building near the arena (the “Parking
Structure”), and will enter into a management agreement for the Parking Structure with the Milwaukee
Bucks for a term of 30 years with two five-year extension options. The Milwaukee Bucks will have the
responsibility to operate, maintain, and make improvements to the Parking Structure, and the City will
receive 50% of the net operating income of the Parking Structure during the term of the management
agreement.



The City will contribute to the development of the Plaza. The Plaza will be located in a public
pedestrian mall adjacent to the arena, will be owned by the City, leased to the Wisconsin Center District,
and sub-leased to the Milwaukee Bucks.

While the incremental tax revenues of the TIDs, Parking Structure revenues, and non-relocation
damages payment may be used by the City to pay the debt service, the revenues are not pledged to the N5
Notes or the B6 Bonds.

INVESTMENT POLICIES

The City may invest any of its funds not immediately needed in accordance with Section 66.0603
of the Wisconsin Statutes. The City, through Common Council Resolution 930358, adopted July 6, 1993,
has instructed the City Treasurer to invest City funds, including Milwaukee Public Schools funds, in:
(a) Certificates of Time Deposit at approved public depositories limited to the equity capital or net worth
of the financial institution with collateralization required when total deposits at any institution exceed
$500,000; (b) Repurchase Agreements with public depository institutions; (c) the State of Wisconsin
Local Government Investment Pool; (d) U.S. Treasury and Agency instruments; and (e) commercial
paper which has a rating in the highest or second highest rating category assigned by Standard & Poor’s
Ratings Group, Moody’s Investors Service, Inc., or some other similar nationally recognized rating
agency.

To the extent possible, the City Treasurer attempts to match investments with anticipated cash
flow requirements. No limits have been placed on how much of the portfolio can be invested in any of
the above investment categories.

The State of Wisconsin Investment Board (“SWIB”) provides the Local Government Investment
Pool (“LGIP™) as a subset of the State Investment Fund (the “Fund”). The LGIP includes deposits from
elective participants consisting of over 1,000 municipalities and other public entities. The Fund also
consists of cash balances of participants required to keep their cash balances in the Fund. These required
participants include the State General Fund, State agencies and departments and Wisconsin Retirement
System reserves. The LGIP portion of the Fund is additionally secured as to credit risk.

The LGIP is a local option City depository. The City utilizes the LGIP in a manner similar to a
“money market” account. When other investment options provide more favorable returns, such options
are utilized. As of December 31, 2015, the City had approximately 27% ($173 million) of its and
Milwaukee Public Schools’ investments deposited in the LGIP.

SWIB invests the assets of the Fund, which includes assets of the LGIP. Overall policy direction
for SWIB is established by an independent, eight-member Board of Trustees (the “Trustees”). The
Trustees establish long-term investment policies, set guidelines for each investment portfolio and monitor
investment performance.

The objectives of the Fund are to provide (in order of priority) safety of principal, liquidity, and a
reasonable rate of return. The Fund includes retirement trust fund cash balances pending longer-term
investment by other investment divisions. The Fund also acts as the State’s cash management fund and
provides the State’s General Fund with liquidity for operating expenses. The Fund is strategically
managed as a mutual fund with a longer average life than a money market fund. This strategic advantage
is made possible by the mandatory investment of State funds for which the cash flow requirements can be
determined significantly in advance. Given the role played by the Fund, the cash balances available for
investment vary daily as cash is accumulated or withdrawn from various funds.



A copy of SWIB’s annual report may be obtained by submitting a written request to the State of
Wisconsin Investment Board, P.O. Box 7842, Madison, WI 53707-7842.

THE CITY

Location, Organization and Government
General

The City is located on the western shore of Lake Michigan in southeastern Wisconsin. The City
is the hub of the metropolitan area and a thriving place to live and work. The City is Wisconsin’s largest
city with a population of approximately 595,787 and is the principal trade, service and financial center of
southeastern Wisconsin. The surrounding Metropolitan Statistical Area (“MSA”) includes the principal
cities of Milwaukee, Waukesha and West Allis; the counties of Milwaukee, Ozaukee, Waukesha and
Washington; and has a population of nearly 1.6 million.

The Port of Milwaukee provides access to the sea lanes of the world. General Mitchell
International Airport is served by domestic and international airlines. Five rail lines serve the City and
provide transportation links throughout the United States. The City is also connected with the interstate
highway system.

The City was incorporated as a city on January 31, 1846, pursuant to the laws of the Territory of
Wisconsin. Wisconsin gained statehood in 1848. The City, operating under a Home Rule Charter since
1874, has a council mayor form of government.

Elected Officials

The Mayor, City Attorney, Comptroller, Treasurer and Common Council members are elected
officials of the City. Local elections are non-partisan. The Mayor, City Attorney, Comptroller and
Treasurer are elected at-large for identical four-year terms.

The Common Council represents fifteen Aldermanic districts. Each Alderperson represents, and
is elected from, an aldermanic district with a population of approximately 40,000.

City Officials

As of June 1, 2016
(initial year in office follows name)

Mayor Tom Barrett (2004)
City Attorney Grant F. Langley (1984)
City Comptroller Martin Matson (2012)
City Treasurer Spencer Coggs (2012)



Common Council

Ashanti Hamilton (2004) Chantia Lewis (2016)
Chevy Johnson (2016) Michael J. Murphy (1989)
Nik Kovac (2008) Mark A. Borkowski (2015)
Robert J. Bauman (2004) Jose G. Perez (2012)
James A. Bohl, Jr. (2000) Terry L. Witkowski (2003)
Milele A. Coggs (2008) T. Anthony Zielinski (2004)
Khalif Rainey (2016) Russell W. Stamper, |1 (2014)
Robert G. Donovan (2000)

*  The terms of all the above elected positions expire in April 2020.

Public Services and Facilities

The City is charged with primary responsibility for public safety (via its police, fire and health
departments); public works (including refuse removal and a City-owned water utility); various cultural
and recreational services including a library system; and general municipal administration. City
government also participates in housing and neighborhood programs through separate housing and
redevelopment authorities. These two latter authorities have the ability to borrow directly and issue
revenue backed financings.

Other major local governmental units and their related government services are the Milwaukee
Public Schools (education); Milwaukee County (parks, airport/mass transit/highways, social services and
court system); Milwaukee Metropolitan Sewerage District (wastewater treatment); and the Milwaukee
Area Technical College (higher education). Wisconsin Statutes require the City to issue debt for
Milwaukee Public Schools. The other governmental units listed each have the statutory authority to issue
general obligation debt.

Two special purpose governmental units exist with the ability to borrow and tax on a limited
revenue basis. The first is the Southeastern Wisconsin Professional Baseball Park District (the “SWPBP
District”), a public entity created by State legislation, encompassing southeastern Wisconsin counties,
including Milwaukee County, to finance construction/operations of a baseball facility (“Miller Park”) for
the National League Milwaukee Brewers baseball club. Miller Park opened in March, 2001. The
SWPBP District has issued $199 million of revenue bonds supported by a five-county, one-tenth of one
percent sales tax and other ancillary revenue streams. In addition, $45 million of lease certificates of
participation have been issued by the SWPBP District to finance acquisition and installation of facility
equipment, scoreboards, etc.

The second special purpose governmental unit is the Wisconsin Center District, a public entity
created by the City pursuant to Section 229.42, Wisconsin Statutes, which oversees construction and
operation of the Wisconsin Center, the City’s major convention complex. This complex also includes the
UW-Milwaukee Panther and the Milwaukee Theater facilities, formerly known as “MECCA.” The
Wisconsin Center was financed by $185 million of revenue bonds issued by the Wisconsin Center District
and secured by a pledge of dedicated sales tax revenues from lodging, restaurant, and vehicle rentals
collected in the Wisconsin Center District. Phase One of the Wisconsin Center was completed during
1998. Phase Two was completed in 1999. In 2001, the Wisconsin Center District issued $30 million of
bonds to renovate the Milwaukee Theatre.

In addition to the facilities noted above, the City is home to a 17,000+ seat indoor sports and
concert venue, the BMO Harris Bradley Center, located in the heart of downtown. This facility currently
serves the Milwaukee Bucks, the Marquette University Golden Eagles men’s basketball team and the
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Milwaukee Admirals International Hockey League club. The City is home to the Milwaukee Art
Museum, as well as major symphony, ballet and opera companies, and other theatre and performing arts.

2015 Wisconsin Act 60 authorized the Wisconsin Center District to borrow $203 million to
construct and operate a new sports and entertainment arena/facilities for the Milwaukee Bucks. Planning
for the arena is in process. The new arena will be owned by the Wisconsin Center District, and be leased
to the Milwaukee Bucks. The BMO Harris Bradley Center will be demolished and transferred to the
Wisconsin Center District. The Milwaukee Admirals will relocate to the UW-Milwaukee Panther facility.
Also pursuant to 2015 Wisconsin Act 60, the Wisconsin Center District may assume from Milwaukee
County ownership and operation of the Marcus Center for the Performing Arts.

On the lakefront is the Milwaukee Art Museum, which combines art, dramatic architecture and
landscape design. The Quadracci Pavilion, the first Santiago Calatrava-designed building in the United
States, features a 90-foot high glass-walled reception hall enclosed by the Burke Brise Soleil, a sunscreen
that can be raised or lowered creating a unique moving sculpture.

Finally, the Milwaukee area is the site of a number of higher education institutions including
Marquette University, the University of Wisconsin — Milwaukee, Alverno College, Mount Mary
University and the Milwaukee School of Engineering.

Employee Relations

The City has approximately 6,400 full-time employees. 2,700 employees are part of three public
safety unions and 310 employees are in two non-public safety union. The remaining employees do not
have collective bargaining representation.

The police officers’ and the police supervisors’ union have a contract through December 31,
2017. The firefighters’ union contract expired as of December 31, 2012. The agreement covering one
non-public safety union expired on December 31, 2014. The other does not have an agreement. The City
is in negotiations with the unions.

Pursuant to Wisconsin Statutes, non-public safety unions’ right to collective bargaining is limited
solely to employee wages. Wisconsin Statutes does not limit the ability of public safety unions to
collectively bargain on most issues.
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GENERAL, DEMOGRAPHIC AND ECONOMIC INFORMATION

General

Based on 2010 census results, the City’s population is 594,833. Population in the four county
area surrounding the City is estimated at 1,619,429 and represents 28% of the population of the State of
Wisconsin.

City of Milwaukee
Selected Economic Data

Population
Department of Adjusted Gross Income

Year Administration U.S. Census Per Return
2015 595,787 Not Available
2014 595,993 $37,340
2013 596,500 37,300
2012 595,425 35,770
2011 595,525 34,100
2010 580,500 594,833 32,774
2009 584,000 32,500
2008 590,870 33,160
2007 590,190 33,240
2000 605,572 596,974 32,370

Sources: U.S. Census and the Wisconsin Department of Administration, Demographic Service Center and the Wisconsin Department of
Revenue, Division of Research and Analysis. The Division’s population estimates are used in the distribution of State Shared
Revenues.
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Building Permits

indicates building permit activity during the period 2011 through December 2015.

General Total

Another indicator of economic growth is the activity in the building industry. The following table

Year Value Permits Issued

2015 $303,762,859 2,332

2014 539,753,288 2,443

2013 269,010,398 2,217

2012 254,896,334 2,297

2011 269,386,167 2,340
Residential Building

Single Family Multi-Family Total Permits

Year Value # Of Units Value # Of Units Value # Of Units Issued
2015 $ 4,240,620 26 $78,356,702 657 $82,597,322 682 46
2014 4,423,531 31 16,096,831 300 20,520,362 331 39
2013 5,429,015 43 46,923,592 430 52,352,607 473 53
2012 4,408,472 44 30,455,000 281 34,863,472 325 60
2011 17,892,282 139 42,327,598 364 60,219,880 503 222

Commercial Building

Year Value Permits Issued
2015 $ 58,724,198 31
2014 320,611,159 49
2013 83,584,379 42
2012 52,952,469 51
2011 58,518,315 47
Public Building
Year Value Permits Issued
2015 $21,178,391 252
2014 31,118,208 314
2013 24,248,685 147
2012 43,046,652 211
2011 49,456,901 256

Alterations and Additions

Year Value Permits Issued
2015 $141,262,948 2,003
2014 167,503,559 2,041
2013 108,824,727 1,975
2012 124,033,741 1,975
2011 101,191,071 1,815

Sources:

Development Center, Department of City Development.

Department of Commerce, Bureau of the Census, Construction Statistics Division, Washington D.C.
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Leading Business and Industrial Firms Located Within Milwaukee County

The listing of large employers in the Milwaukee County area that follows reveals the diversity of
Milwaukee County’s economic base. The largest of these are shown in the following list, which includes
only employers with the majority or all of their employment in Milwaukee County. The Employment
Estimates can include employees located in counties contiguous to Milwaukee County.

Approximate

Company Business Description Employment
Aurora Health Care Inc. Health Care System 24,509
Wheaton Franciscan Healthcare Health Care System 11,281
Froedert & Community Health Health Care System 9,800
Roundy's Supermarkets Inc. Retail Supermarkets 8,260
GE Healthcare Health Care Technologies 6,000
The Medical College of Wisconsin Private Medical School 5,170
Northwestern Mutual Insurance, Investment Products 5,100
ProHealth Care Inc Health Care System 4,729
Children's Hospital Health Care System 4,530
Columbia St. Mary's Health System Health Care System 4,500
Goodwill Industries Training Programs, Retail, & Food Service 4,100
US Bank NA Banking Services 3,500
Wisconsin Energy Corp Electric & Natural Gas Utility 3,461
Johnson Controls Inc. Control Systems, Batteries & Auto Interiors 3,400
BMO Harris Bank Bank Holding Company 3,300
The Marcus Corp Theaters and Hotel Properties 3,159
Rockwell Automation Inc Industrial Automation Products 2,951
Potawatomi Bingo Casino Casino 2,834
Harley-Davidson Inc. Motorcycles & Accessories 2,736
Marquette University University 2,733
(FIS) Fidelity National Info. Services Banking and Payments Technology 2,600
Rexnord Corp. Power Transmission Equipment 2,300
Bon-Ton Department Stores Department Stores 2,260
Wells Fargo Banking & Financial Services 2,220
Sendik's Food Markets Retail Supermarkets 1,650
Briggs & Stratton Corp. Small Gasoline Engines 1,500
Robert W Baird Asset Management and Capital Markets 1,400
MillerCoors LLC Beer Brewery 1,400
JPMorgan Chase & Co. Global Financial Services 1,355
Joy Global Inc. Manufactures & Distributes Mining Equip 1,319
Brady Corp. Manufacturer of Identification Materials 1,147
Patrick Cudahy Inc. Manufacturer of Processed Meats 1,100
Caterpillar Inc., (Bucyrus) Manufactures & Distributes Mining Equip 1,000
Master Lock Co. LLC Manufacturer of Padlocks & Security Products 750

Source: Milwaukee Business Journal, as of July 10, 2015.
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EMPLOYMENT AND INDUSTRY

During 2015, the City’s unemployment rate averaged approximately 6.7%. Presented below are
unemployment rates for the City, as compared to the State of Wisconsin and the United States for the
period 2011 through 2015.

Annual Unemployment Rates
(Not Seasonally Adjusted)

City of Milwaukee — Waukesha — West Allis State of United
Year Milwaukee Metropolitan Statistical Area Wisconsin States
2015 6.7% 5.0% 4.6% 5.3%
2014 8.1 6.0 5.4 6.2
2013 10.1 7.2 6.7 7.4
2012 10.3 7.5 7.0 8.1
2011 11.1 8.1 7.8 8.9

Source: U.S. Department of Labor, Bureau of Labor Statistics.

Recent Monthly Unemployment Rates
(Not Seasonally Adjusted)

City of Milwaukee — Waukesha — West Allis State of United
Month Milwaukee Metropolitan Statistical Area Wisconsin States
April, 2016 5.9% 4.7% 4.3% 4.6%

Source: U.S. Department of Labor, Bureau of Labor Statistics. Not Seasonally Adjusted

The City’s economic structure reveals a diversified economy with strong service and
manufacturing sectors. In Milwaukee County, service sector (healthcare, service, finance, insurance, real
estate and retail trade) employs 74% of the workforce. Construction and manufacturing firms employ
15% of the workforce. Federal, State, and local governments employ 11% of the workforce. The area is
not dominated by any large employers.

Ten Largest Taxpayers With 2015 Estimated Equalized Valuations

US Bank Corp $246,859,310
Northwestern Mutual Life Ins. 173,021,542
Mandel Group 142,893,099
Forest County Potawatomi Community 128,640,384
Marcus Corp/Milw City Center/Pfister 109,723,288
Metropolitan Associates 98,217,196
Brewery Works/ Riverbend Place 93,511,446
Jackson Street Holdings 83,522,476
100 E. Wisconsin - CW Wisconsin Ave. LLC 79,959,925
Gorman & Co. 79,464,113

Source:  City of Milwaukee, Assessor’s Office January 2016.
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DEBT STRUCTURE

The City of Milwaukee has never defaulted in the payment of the principal or interest on its debt
obligations, nor has the City issued any refunding securities for the purpose of preventing default in
principal or interest on its debt obligations.

Legal Debt Limitations

Section 67.03 of the Wisconsin Statutes, as supplemented and amended, limits direct general
obligation borrowing by the City to an amount equivalent to five percent of the equalized valuation of
taxable property within the City. Section 119.49 of the Wisconsin Statutes, as supplemented and
amended, further authorizes referendum approved-bonding in an additional amount equivalent to two
percent of the equalized taxable property within the City for school capital purposes.

Debt Margin (Includes the Offered Obligations to be issued by the City)

Equalized Value of Taxable Property in the City........ccccviiiiiiieiicese e $25,980,469,600
Legal Debt Limitation for City Borrowing
5% OF EQUAIIZEA VAIUB .......oeiiieieee bbbt b bbbt ees $1,299,023,480
General Obligation Debt Outstanding subject to 5% Limit as of 06/01/16................ $940,870,000
PIUS: 2016 N5 @N0 BB.......eeeiiiiiiiisieieicees e 39,000,000*
Less: Provision for current year MaturitieS.........ccoveveeierirerieiesisese e (8,715,000)
Net General Obligation Debt Outstanding subject to the 5% Limit as of 06/01/16 .............cccccvrvvrrerennee $971,155,000*
Total Debt Margin for City Borrowing (in DOIIArS) ........cceoveiiiiiieiiieieec e $327,868,480*
YA oL ot T0 [ o= TSP U ROPTORRTTROTN 25.2%*
including Extendable Municipal Commercial Paper (1)........ccceierirerinieininese e 18.7%*
Legal Debt Limitation for School Purpose Borrowing
2% OF EQUANIZEA VAIUE ...ttt sttt et sae ettt besne e eneenea $519,609,392
General Obligation Debt Outstanding subject to 2% Limit as of 06/01/16................ $10,902,745
Less: Provision for current year MaturitieS.........cooeveieerinenenenieese e -
Net General Obligation Debt Outstanding subject to the 2% Limit as of 06/01/16 .............ccccovvvernenenae $10,902,745
Total Debt Margin for School Purpose Borrowing (in DOHArs) ..........ccocevveviiieieiinineieieese e $508,706,647
(AAS @ PEICENTAGE) ...vevvevtereetieteiteite et e eteste st et et e st ese e bt s te st e b et es e ebeebesbe s b e s e st e seebeebesbe b e s ene et e eseebesbesbesaenseneareas 97.9%

(1) Excludes EMCP to be refunded by this Issue, and EMCP issued for Cash Flow purposes.
*  Preliminary, subject to change.
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Analysis of General Obligation Debt
Outstanding as of June 1, 2016

LIDFAIY oo
[T 1o R
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$208,528,584

187,085,983
140,556,838
78,342,677
10,902,745
71,750,399
51,039,000
43,310,629
40,361,665
30,996,728
24,778,039
20,193,056
14,686,950
11,497,948
9,323,460
5,192,798
2,707,851
517,396

$951,772,745



General Obligation Debt Service Requirements

The following indicates the annual requirements of principal and interest on the general
obligation debt of the City.

Total G.O. Debt Service

as of 06/01/16 (1) Series 2016 N5 and B6* Total Requirements

Principal (2) Interest (3) Principal Interest** After Issuance*

2016 $ 9,640,000 $ 18,436,655 $ 14,000,000 $ 433,333 $ 42,509,988
2017 118,560,239 38,742,538 3,215,000 1,169,625 161,687,401
2018 159,658,544 (4) 33,852,251 3,235,000 1,008,375 197,754,170
2019 90,396,727 30,072,009 3,260,000 846,000 124,574,735
2020 83,186,322 26,795,534 3,290,000 682,250 113,954,106
2021 73,998,148 23,368,665 830,000 579,250 98,776,064
2022 64,039,005 21,402,291 840,000 537,500 86,818,796
2023 59,658,761 18,750,521 850,000 495,250 79,754,532
2024 54,240,000 12,948,658 855,000 452,625 68,496,283
2025 48,905,000 10,877,395 870,000 409,500 61,061,895
2026 39,385,000 9,002,602 885,000 365,625 49,638,227
2027 33,370,000 6,737,590 905,000 320,875 41,333,465
2028 25,815,000 4,797,541 925,000 275,125 31,812,666
2029 19,825,000 4,037,046 950,000 228,250 25,040,296
2030 15,185,000 3,462,790 980,000 180,000 19,807,790
2031 9,800,000 3,049,854 1,005,000 130,375 13,985,229
2032 33,770,000 642,061 1,035,000 79,375 35,526,436
2033 2,240,000 33,600 1,070,000 53,875 3,370,350
$941,672,745 (5) $267,009,602 $39,000,000 $8,220,083 $1,255,902,431

(1) Excludes debt to be refunded.

(2) Assumes Sinking Fund Deposits in year due.

(3) Assumes: the maximum interest rate of 9.0% on $30,000,000 of variable rate debt (the tax levy requirement).

(4) Includes $62 million for Series 2013 T6 that were issued to permit payment in advance to the City's retirement system. If the
program is not repeated, the amount will be repaid from the amount normally budgeted for the annual contribution, thus returning
the contribution to a payment made in arrears.

(5) Excludes $10,100,000 on deposit in the sinking fund accounts.

*  Preliminary, subject to change.

**  Assumes an interest rate of 5.00%.

Trends of General Obligation Debt
(Thousands of Dollars)

Year Self-Sustaining Levy Supported
12/31 Total GO Debt GO Debt* GO Debt
2011 $934,004 $373,059 $560,945
2012 846,299 319,662 526,637
2013 872,014 295,522 576,492
2014 863,465 276,231 587,234
2015 892,221 263,175 629,046

* General Obligation debt whose debt service requirements are paid by non-Citywide property tax revenues.
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Trends of Self-Sustaining General Obligation Debt
(Thousands of Dollars)

Year TID Parking Special Delinquent Total
12/31 Program Program Assessments Taxes (1) Water (2) Sewer (2) Self-Sustaining
2011 $192,838 $12,170 $10,462 $52,728 $22,053 $82,807 $373,059
2012 189,351 11,684 9,505 56,201 18,727 34,194 319,662
2013 179,475 11,443 2,286 58,033 15,791 28,494 295,522
2014 171,810 11,533 1,242 55,927 12,670 23,049 276,231
2015 167,898 11,768 561 54,648 10,158 18,142 263,175

General Obligation debt whose debt service requirements are paid by non-Citywide property tax revenues.

(1) Debt issued for Delinquent Tax Purposes is paid from collections of the delinquent taxes.
(2) Years 2011 and 2012 includes temporary borrowing pending refunding with revenue bonds.

Ratio of General Obligation Debt
to Equalized and Assessed Values and to Per Capita

GO
Year Population Net Equalized Assessed Debt/Net GO GO
12/31 (1) Valuation Valuation Total GO Debt EV Debt/AV  Debt/capita
2011 595,525 $27,954,669,900  $27,917,642,983 $934,004,150 3.34% 3.35% $1,568
2012 595,425 26,421,932,000 25,322,100,578 846,299,150 3.20 3.34 1,421
2013 596,500 26,089,611,100 25,034,158,099 872,014,150 3.34 3.48 1,462
2014 595,993 26,138,108,100 25,024,542,439 863,464,646 3.30 3.45 1,449
2015 595,787 25,980,469,600 25,262,963,417 892,221,179 3.43 3.53 1,498

(1) Population estimate from the Wisconsin Department of Revenue for use in the distribution of State Shared Revenues.

The Public Debt Amortization Fund may be used to purchase and prepay City GO Debt.
Assuming the unsegregated fund balance is used to prepay City GO Debt at year-end, the following
results would have occurred:

Year 12/31 PDAF Unsegregated Balance GO Debt /Net EV GO Debt /capita
2011 $57,046,631 3.14% $1,473
2012 57,413,536 2.99% 1,325
2013 56,790,600 3.12% 1,367
2014 61,857,951 3.07% 1,345
2015 (1) 61,857,951 3.20% 1,394

(1) 12/31/15 balance is unknown at this time. Assumes balance is unchanged for the year.
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Computation of Net Direct and Overlapping Debt

June 1, 2016
Debt Outstanding Percentage Share of Debt
Governmental Unit As of June 1, 2016 Applicable As of June 1, 2016

City of Milwaukee (1) .....ccccvevvveivrerieriinnns $ 951,772,745 100.00% $ 951,772,745

Area Board of Vocational, Technical and
Adult Education, District No. 9.................. 84,020,000 35.73 30,017,921
County of Milwaukee............cccceevviviveiernenn, 645,409,246 44.35 286,220,943
Milwaukee Metropolitan Sewerage District.. 905,220,077 45.23 409,396,234
Total Net Direct and Overlapping Debt....... $2,586,411,068 $1,677,407,842

(1) Includes $89.2 million general obligation debt outstanding, which financed Milwaukee Public Schools improvements. Figure
includes the new issue, and excludes debt to be refunded and provisions for current year maturities.

Future Financing

Prior to the issuance of the Offered Obligations, the City has $393 million authorized unissued
general obligation debt for various corporate and capital improvement purposes, which can be issued at
any time. The City also has $310 million of authorized unissued revenue anticipation borrowing for City
and School cash flow purposes.

The City has $112 million of Extendable Municipal Commercial Paper and PNC Line of Credit
outstanding which can be refinanced with General Obligation Debt. $27 million for new capital purposes
will be refinanced with this issue, $75.0 million are anticipated to be permanently financed with Sewer
Revenue Bonds, and $10 million are anticipated to be permanently financed with Water Revenue Bonds.

The authorized unissued general obligation debt includes $109million for sewer purposes and $28
million for water purposes. The sewer purpose debt is anticipated to be financed in 2016 on a revenue
bond basis, including second lien revenue bonds sold to the State of Wisconsin Clean Water Fund
Program. The water purpose debt is anticipated to be financed on a revenue bond basis, including second
lien revenue bonds sold to the State of Wisconsin Safe Drinking Water Loan Program.

See “FINANCIAL INFORMATION — City Capital Improvement Plan” herein for information on
potential future capital needs.

City Capital Improvement Plan

The City’s 2013-2018 Draft Capital Improvement Plan (“CIP”) outlines planned capital
improvement projects and programs. Some school purpose improvements are financed by the City for
Milwaukee Public Schools, but are not included in the CIP.

The six-year CIP plan totals $1,045 million. About $727 million, or 70% of the planned
spending, is intended to preserve the City’s existing infrastructure facilities (streets, sewers, alleys,
bridges, etc.). Approximately 57% ($594 million) is anticipated to be borrowed with general obligation
debt, 28% ($290 million) being borrowed with revenue debt.
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Amount

Purpose ($ Millions)
Transportation ................. $326
Environment.................. 457
Economic Development.. 140
Public Safety .........c......... 65
Miscellaneovus.................. 57

Total .eeeveeeen $1,045

The CIP has not yet been updated for the following projects:

Milwaukee City Hall is a 120-year-old building built on a wood piling foundation. A portion of
the wood pilings have begun to decay and are in need of replacement. It is estimated that $60 million
may be spent over the next 10 years to repair the foundation. Actual costs could be higher or lower. $16
million has been appropriated for the first repair phase.

The City has approved an estimated $98.8 million for phase | of a streetcar project. Phase |
includes 3.8 miles of track with a one-way route length of 2.1 miles. A Federal grant of $54.9 million has
been received for the project. The City has approved $43.9 million of Tax Incremental District borrowing
to fund the remaining estimated construction and equipment costs.

Extendable Municipal Commercial Paper Program and other Liquidity

The City has authorized the issuance of EMCP with the Extendable Municipal Commercial Paper
Notes, 2012 Program, Series C6, Series R7, and Series T8 (Taxable) (the “Series C6 Notes”, “Series R7
Notes”, and “Series T8 Notes” respectively, and together, the “EMCP Notes”). Any combination of
Series C6 Notes, Series R7 Notes, and Series T8 Notes, up to an aggregate total of $200,000,000, is
authorized to be outstanding at any time. The EMCP Notes are not general obligation debt of the City;
however they are issued in anticipation of the issuance of general obligation promissory notes, which can
be issued at any time. The EMCP Notes are authorized to be outstanding until May 22, 2017.

The EMCP Notes may be issued at any time for any purpose, including the purposes described in
Future Financing above. The primary purpose of the EMCP Note program is to provide interim
financing for expenditures pending the City’s next long-term financing and short-term cash flow needs.
As of June 1, 2016, the City had $112 million of Series C6 Notes outstanding.

The City has a taxable General Obligation Promissory Line of Credit Note with PNC Bank (the
“Line”) in the amount of $50,000,000. The primary purpose of the Line is to provide interim financing
for expenditures pending the City’s next long-term financing and short-term cash flow needs. The Line is
authorized to be outstanding until April, 2023. As of June 1, 2016, the City had $27 million outstanding
under the Line all of which will be refinanced with the Offered Obligations.
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Other Variable Rate Exposure

The City has no outstanding Auction Rate securities. The City has $30 million of multi-modal
general obligation bonds (the “MMB”) that are authorized to be outstanding through February 15, 2032,
as Rolling Tender Variable Rate Bonds (the “RTV”), that are anticipated to remain variable rate until
redeemed. The RTVs have an interest rate that is set weekly by a remarketing agent. An owner of an
RTV may tender an RTV on 7-days’ notice. If the tendered RTV is not remarketed, the tendered RTV
enters a 173-day extension period (total of 180 days from the tender date), during which time the City
makes its best efforts to remarket into another mode, including fixed rate mode.

It is anticipated that, over time, up to 15-25% of the tax levy supported long-term general
obligation debt will be in the form of variable rate debt.

In 2003, the Redevelopment Authority of the City of Milwaukee, on behalf of the Milwaukee
Public Schools, issued $130,850,000 of Taxable Pension Funding Bonds, 2003 Series D in Auction Rate
Mode and insured by MBIA. In 2005, the 2003 Series D bonds were converted to Index Bonds (“IB”)
whose interest rate is reset monthly to 1-month LIBOR + 25 basis points. The IB bond owners do not
have an option to put the bonds. The 2003 Series D bonds also have an interest rate swap that pays
Milwaukee Public Schools 1-month LIBOR + 20 basis points in exchange for a fixed rate of 5.56% paid
by Milwaukee Public Schools, effectively converting the IB to a fixed rate with no basis risk.

REVENUE BONDING

The City has issued revenue bonds for its Water and Sewerage Systems and has issued industrial
revenue bonds on behalf of borrowers for eligible projects. Additionally, the Housing Authority of the
City (the “Housing Authority”), the Redevelopment Authority of the City (the “Redevelopment
Authority”), the Milwaukee Economic Development Corporation and related entities also have
outstanding obligations. Collectively, the programs of the Housing and Redevelopment Authorities and
Milwaukee Economic Development Corporation complement the City-financed economic development
projects and foster the same development objectives.

Water System Revenue Bonds — Beginning in 1998, the City and the State of Wisconsin entered
into loan agreements under the State of Wisconsin Safe Drinking Water Loan Program. Subsidized loans
are available for certain projects, are secured by revenues of the Milwaukee Water Works, and are
repayable over a period of 20 years. As of June 1, 2016, the outstanding balance was $14 million.

Sewerage System Revenue Bonds — In 2001, the City created the Sewerage System Revenue
Bonds with the issuance of $29,095,000 of Sewerage System Revenue Bonds, and has periodically issued
debt under the Resolution. As of June 1, 2016, total outstanding Sewerage System Revenue Bonds was
$75 million with a final maturity in 2033.

In 2006, the City created the Sewerage System Second Lien Revenue Bonds for the purpose of
borrowing from the State of Wisconsin Clean Water Fund Program. As of June 1, 2016, the City had
$102 million outstanding under the Program. The City intends to satisfy as much as possible of its
Sewerage System capital needs with borrowings under the Program. (See “Future Financing”).

Industrial Revenue Bonding Program — The City has established guidelines relating to its
Industrial Revenue Bonding Program. These guidelines establish criteria for IRB financing. The
guidelines delineate that the primary goals of this program are to create additional tax base, additional
jobs, or both. Industrial land, buildings, and machinery and equipment used in the manufacturing process
and pollution abatement equipment of new or expanding industries are eligible projects. Since the first
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IRB issue in 1973, the City has closed 125 issues amounting to approximately $265 million. The City has
no responsibility to either secure or redeem IRB debt, and thus neither guarantees nor lends its own credit
to these obligations.

Housing Authority of the City of Milwaukee — Most of the Housing Authority bonds and notes are
secured by a lien on all revenues of the Housing Authority Low Income Housing Program. The Housing
Authority has also issued debt for “stand alone” projects. The Housing Authority bonds and notes are
limited obligations of the Housing Authority and are neither a general obligation of the City nor are they
guaranteed by the City. As such, they are not backed by the general credit or taxing powers of the City.

Between 1983 and December 1, 2015, the Housing Authority issued over $150 million of revenue
bonds, of which approximately $18 million are still outstanding.

Redevelopment Authority of the City of Milwaukee — The Redevelopment Authority is a public
body corporate and politic formed in 1958 by action of the Common Council of the City pursuant to the
Section 66.1333 (formerly Section 66.431) of the Wisconsin Statutes, as supplemented and amended
(“Redevelopment Authority Act”).

The Redevelopment Authority has as its purpose the carrying out of blight elimination, slum
clearance and urban renewal programs and projects as set forth in the Redevelopment Authority Act, and
is authorized under the Redevelopment Authority Act to issue revenue bonds for the financing of such
programs and projects, and to enter into revenue agreements to provide revenues for the payment of such
revenue bonds.

Since its creation, the Redevelopment Authority has provided for the acquisition and
improvement of a variety of industrial, commercial, housing and other revenue producing projects, and, in
some instances, has entered into revenue agreements for the financing thereof, pursuant to authorization
contained in the Redevelopment Authority Act. In connection with the financing of a number of such
projects, the Redevelopment Authority has issued revenue bonds under a number of authorizing
resolutions and indentures, each of which contained separate terms and conditions relating to the
respective issues of revenue bonds. In each instance, the bonds issued constitute limited obligations of
the Redevelopment Authority, and do not constitute an indebtedness of the City or a charge against the
City’s general credit or taxing power.

The majority of these issues are supported solely by the revenues of the various projects. While
in each instance, the bonds issued constitute limited obligations of the Redevelopment Authority, and do
not constitute an indebtedness of the City or a charge against the City’s general credit or taxing power,
there are certain issues which involve contingent liabilities of the Redevelopment Authority and/or the
City.

As of May 1, 2016, the Redevelopment Authority had outstanding: one bond issue with
$21 million outstanding that has a moral obligation pledge of the City; and $250 million in four bond
issues for Milwaukee Public Schools, one secured by a lease, and three secured by loan agreement, with
the Milwaukee Board of School Directors (“MBSD”). These bonds do not constitute general obligations
of the City, or of MBSD, and shall not constitute or give rise to a charge against the City’s, or MBSD’s,
taxing powers. The loan agreements with MBSD includes a pledge of certain state aid payable to MBSD.

The Redevelopment Authority has also issued debt payable from tax increment revenues. (See
“TAX INCREMENTAL DISTRICT FINANCING” herein).

Milwaukee Economic Development Corporation — As of December 31, 2015, the Milwaukee
Economic Development Corporation, itself, or through related entities, funded loans for 1,150 businesses

-22-



and projects utilizing $349 million to leverage a total of $1.6 billion in investment. 1,050 loans have been
enrolled in the Capital Access Program with covered loan amounts totaling $57 million.

TAX INCREMENTAL DISTRICT FINANCING

Five issues of the Redevelopment Authority and Housing Authority involving over $60 million in
bonds have financed projects located within tax incremental districts (“TID”) of the City. The City has
also financed public improvements and provided grants to the Redevelopment Authority for
redevelopment purposes within such districts through the issuance of its general obligation bonds. As of
December 31, 2015, $168 million general obligation bonds for TID purposes were outstanding. Under
current law, incremental tax revenues received by the City have been calculated based upon the assessed
valuation and the applicable tax levy in the TID. The applicable tax levy includes the public school tax
levy rate for Milwaukee Public Schools.

The Redevelopment Authority of the City has approximately $7 million of debt secured by
incremental tax revenues. The debt is owed to developers of projects within the TID, with no recourse to
the City in the event that tax incremental revenues are insufficient to repay the obligations. Pursuant to
2003 Wisconsin Acts 126, 127, 194 and 231 (enacted in February through April 2004), the allowable life
of TIDs created between September 30, 1995 and October 1, 2004 for blight elimination and
rehabilitation purposes is 27 years. The maximum lives for TIDs created after September 30, 2004 is 27
years for blighted and rehabilitation TIDs, and 20 years for mixed use TIDs and industrial TIDs, which,
for industrial TIDs represents a reduction from 23 years, though the new law also makes them eligible for
a three year extension under certain circumstances. In any year in which total TID debt service
requirements for the ensuing year are greater than total tax increments received, the shortfall is funded by
the City’s general property tax levy.

FINANCIAL INFORMATION
Budgeting

Each department and agency prepares its own detailed estimate of needs for the ensuing fiscal
year which is filed with the Mayor not later than the second Tuesday in May of each year, at which time
the Comptroller submits a statement of anticipated non property tax revenues in accordance with City
Charter provisions. Under the City Charter, changes to these non-property tax revenue estimates can be
made only by the Comptroller. The Mayor holds hearings on departmental spending requests during July
and August at the times and places the Mayor or Common Council by ordinance directs. The Mayor
submits a proposed budget to the Common Council on or before September 28" of each year. This
budget includes the Comptroller’s anticipated non property tax revenues. Subsequent to receipt of the
budget by the Common Council, its Committee on Finance and Personnel reviews the Mayor’s proposed
expenditure budget. The Mayor and Common Council hold a public hearing on the entire budget no later
than the 30" day of October. The Common Council subsequently adopts a property tax levy, but cannot
change the Comptroller’s anticipated revenues budget. The final budget must be adopted by the 14th of
November. The City is under no State or local levy limits with respect to General Obligation Debt
Service.
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Adopted Budget — Combined Revenues — 2016

Special Capital
General Revenue Debt Service Projects Enterprise Total
Taxes
Property Tax — General........... $107,996,533 - $61,160,365 $949,000 $170,105,898
Provision for Empl
Retirement (1).......ccccvveunnne 81,632,883 81,632,883

Contingent Fund.........cccccvevnene. 5,000,000 5,000,000

Total Taxes.....cccovevereeennes $194,629,416 - $61,160,365 $949,000 $256,738,781
Revenues
Taxes and PILOT ......ccccevveene. $ 17,978,800 $ 17,978,800
Licenses and Permits............... 16,067,300 16,067,300
Intergovernmental

Revenues.........c.cccoeeceennnne, 263,581,600 $42,285,325 305,866,925

Charges for Service................. 161,880,551 161,880,551
Fines and Forfeitures... . 4,060,000 4,060,000
Miscellaneous Revenues......... 19,290,300 9,500,000 28,790,300
Fringe benefits (2)........ccccev.e. 23,000,000 23,000,000
Parking ......... 16,599,956 $ 3,050,000 $ 5,000,000 $ 17,356,044 42,006,000
Water Works - 3,760,263 12,818,000 77,266,737 93,845,000
Sewer Maintenance Fund........ - 5,627,212 2,700,000 53,877,015 62,204,227
Retained Earnings ... 40,384,660 40,384,660
Delinquent Taxes ........c.ccccee. 30,900,130 30,900,130
Tax Incremental Districts........ 22,237,062 22,237,062
Other Self Supporting Debt .... 32,691,692 32,691,692
Cash Flow borrowings............. 126,000,000 126,000,000
Special Assessments ............... 9,843,361 1,548,000 11,391,361
Capital Revenue.............cccc...... 19,300,000 19,300,000

Total Revenues ................ $522,458,507 $61,628,686 $224,266,359 $41,366,000 $188,884,456 $1,038,604,008
Tax Stabilization Fund
Transfer from Reserves........... $21,087,000 $21,087,000
Sale of Bonds and Notes
General City .....c.ccoveierrinnnne $147,807,000 $147,807,000
Enterprise Funds...........c.ccco..... 56,326,000 56,326,000

Grand Total .........ccccceuune. $738,174,923 $61,628,686 $285,426,724 $246,448,000 $188,884,456 $1,520,562,789

(1) Includes employer and employee pension contributions and City employers’ share of FICA.
(2) For budgeting purposes, Fringe Benefits are used as an offset against expenditures since these costs are budgeted twice, both as a
lump sum and as individual departmental expenditures.
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Adopted Budget — Combined Appropriations — 2016

Special
General Revenue Debt Service Capital Projects Enterprise Total

Expenditures
Administration, Dept of ............ $ 12,822,568 $ 4,340,000 $ 17,162,568
Assessor’s Office ‘ 4,840,478 556,000 5,396,478
City AOrNEY.....covvverererrireine, 7,947,579 7,947,579
City Treasurer ......coeveeeennnnn, 3,079,646 3,079,646
Common Council — Clerk 9,317,681 225,000 9,542,681
Municipal Court..........ccccevrvnnen, 3,272,768 3,272,768
Comptroller........cccoovviciinninn, 5,190,001 5,190,001
Dept of City Development........ 4,781,490 61,830,000 66,611,490
Election Commission................ 2,878,719 2,878,719
Employee Relations, Dept of.... 5,004,998 5,004,998
Fire and Police Commission..... 1,765,343 1,765,343
Fire Department ..........c.coooeneee. 111,311,820 3,179,000 114,490,820
Health Department..................... 13,619,554 745,000 14,364,554
Library Board..........cccccevevninnnn, 23,527,408 5,800,000 29,327,408
Mayor’s Office........ccovrevninnn. 1,290,281 1,290,281
Neighborhood Services............. 21,893,171 2,925,000 24,818,171
Police Department..................... 277,233,534 9,070,000 286,303,534
Port of Milwaukee..................... 4,801,671 4,400,000 9,201,671
DPW-Administration ............... 3,720,222 3,720,222
DPW-Infrastructure.................. 38,655,825 58,067,000 96,722,825
DPW-Operations...........ccccou.n.. 83,300,611 9,955,000 93,255,611
Water WOrks ........c.ccoveeveecnnnnn $ 3,760,263 25,660,000 $110,807,177 140,227,440
Sewer Maintenance Fund.......... 5,627,212 44,404,000 58,513,171 108,544,383
Special Purpose Accounts......... 162,856,130 162,856,130
Pension Funds........ccccceeeevrinne, 117,606,039 117,606,039
Debt Service — City ........cccouuue. 131,720,444 131,720,444
Debt Service — Schools. 15,268,805 15,268,805
Debt Service — Cash Flow ........ 126,000,000 126,000,000
ContingencCy ......ccocoeeererereeicenens 5,000,000 5,000,000
Delinquent Tax Fund .... $ 9,500,000 9,500,000
Parking .......ccceoeevernnnineniennn, 3,050,000 6,780,000 19,564,108 29,394,108
Grant & Aid Fund...................... 42,285,325 42,285,325
Special Capital Projects ... 8,512,000 8,512,000
Economic Development............ 9,843,361 9,843,361
Fringe Benefit Offset ................ (187,542,614) (187,542,614)

Grand Total ........cccoverernenee, $738,174,923 $61,628,686 $285,426,724 $246,448,000 $188,884,456 $1,520,562, 789

-25-



Budgetary Comparison Schedule — General Fund
For The Years Ending December 31, 2010 Through 2014
(Thousands of Dollars)

2010 2011 2012 2013 2014
Revenues:
PrOPErtY TAXES . c.viveeerereeniiereresieenieesiere st resesreneeeenes 168,031 166,841 167,927 172,594 179,269
(0] 1 01T g I DT 5,097 4,371 3,363 3,544 6,091
Licenses and PErMILS .......cceeevvveriiiiie e seeee e 12,948 13,289 14,410 15,030 16,063
Intergovernmental...........ccocooeiiiiienineieee e 270,939 273,240 260,141 259,735 260,886
Charges for SErVICES .......ccceivviriieiereeese e 97,146 103,493 108,190 111,881 114,743
Fines and Forfeitures ... 5,422 5,076 5,042 4,492 4577
OFhBr e 20,323 13,387 23,483 35,378 32,284
Total General Fund ReVENUES .........ccoeeevveevveeveennn. 579,906 579,697 582,556 602,654 613,913
Tax Stabilization Fund Withdrawals 13,070 14,600 13,767 14,900 20,000
Other Financing Sources and Equity
Transfers (Net)......oovoveeiieieeeec e 49,640 46,199 47,470 107,770 (1) 49,492
Total General Fund Revenues Tax Stabilization 642,616 640,496 643,793 725’324 683,405
Fund Withdrawals and Other Financing Sources .....
Expenditures:
General GOVEINMENT.......ccciviiiiiiiiericee e 253,328 229,556 208,013 313,667 (1) 254,418
PUDIC Safety....ccvcviiiicieiceecc e 264,067 258,994 265,900 270,680 267,344
Public Works 94,482 96,557 93,421 99,907 103,244
[ (=T 1112 R 9,996 8,872 8,656 9,147 9,028
Culture and Recreation ...........cocceveveereeciiee e 15,656 15,566 15,912 15,900 16,342
Conservation and Development............ccccoeieiniiiiennnn. 3,747 3,991 4,320 3,379 3,519
Total EXPenditures ........cccvvveverierieieseneseseeesene e 641,276 613,536 596,222 712,680 653,895
Sources Over (Under) EXpenditures ...........ccccoovrerenenns 1,340 26,960 47,571 12,644 29,510
Fund Balance - January 1 (excludes reserved for use
during the Year)........cceovveereeienee e 58,286 45,026 58,219 90,890 83,534
Fund Balance - December 31.........cccooevvevvivevieeciecieeinne 59,626 71,986 105,790 103,534 113,044
Fund Balance Components:
Reserved for Encumbrances & Carryovers 8,144
Reserved for INVENtOry .........ccccoeveneiniincninins 7,220
Reserved for Mortgage Trust.........cccceeceveeeieennns 135
Reserved for Environmental Remediation...................... 303
Reserved for Next Year's Budget..........cccovevnenriinnnn. 14,600
Reserved for Subsequent Years’ Budget............ccceeeee. 29,224
New presentation as of FY 2011
NONSPENADIE .....c.veiiieicicece e 15,044 15,721 15,389 17,301
RESLIICIEA .....eecveicieccie et 0 0 0 0
Committed 2,995 1,835 1,741 1,587
ASSIGNE .. 26,778 35,915 43,172 44,150
L F T o T TP 27,169 52,319 43,232 50,006
Total Fund BalanCe ..........ccccevvveeeeeeiiieeeeeene 71,356 71,986 105,790 103,534 113,044

(1) $62 million was borrowed in 2013 for a pension early payment program.

Tax Stabilization Fund (free fund balance)
Reserved for Next Year's Budget..........c.ccovvenncienenenn, 14,600 13,767 14,900 20,000 16,700
Reserved for Subsequent Years' Budget...........ccevvennene 29,224 34,937 59,800 49,947 56,599
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City of Milwaukee

Assessed and Equalized Valuations

Year 2011 For

Year 2012 For

Year 2013 For

Year 2014 For

Year 2015 For

2012 Purposes 2013 Purposes 2014 Purposes 2015 Purposes 2016 Purposes

Real Property
Residential .........cccoveeiiinnnccice $17,069,535,250 $14,750,294,600 $14,265,490,669 $14,198,159,000 $14,254,964,300
Industrial (Manufacturing).... 746,955,100 707,123,600 709,328,200 707,900,800 726,810,200
Mercantile (Commercial)............cccoue.. 9,191,348,932 8,992,762,442 9,195,173,876 9,178,216,405 9,430,293,399
Total Real Property ........ccccoevvvveennnne. $27,007,839,282 $24,450,180,642 $24,169,992,745  $24,084,276,205 $24,412,067,899
Personal Property ........ccccoevveeeivinninnnnns 909,803,701 871,919,936 864,165,354 940,266,234 850,895,518
Total Assessed Valuations..................... $27,917,642,983 $25,322,100,578 $25,034,158,099 $25,024,542,439 $25,262,963,417
Equalized Valuation as determined by

the State Department of Taxation is

the basis used in computing the 7%

statutory debt limitation of the City $27,954,669,900  $26,421,932,000  $26,089,611,100

of Milwaukee.........ccccoevvvivnecienininnns $26,138,108,100 $25,980,469,600
Ratio of Assessed to Equalized

Valuation.........cccceoevreciinnecces 99.87% 95.84% 95.96% 95.74% 97.24%

City of Milwaukee
Assessed Tax Rates
(Per $1,000 of Assessed Valuation)
2012 2013 2014 2015 2016

Unit of Government
City GOVErNMENT ......cveveiiiiiiieieeee e $9.25 $10.25 $10.58 $10.71 $10.61
Milwaukee Public Schools............ccccoovevnneinns 11.11 12.31 12.47 12.62 12.43
Milwaukee COoUNtY.......ccvererieieeiicesesieienes 4.89 5.44 5.53 5.50 5.46
Milwaukee Area Technical College.................. 1.95 221 2.22 1.33 1.29
Milwaukee Metropolitan Sewerage District ..... 151 1.70 1.78 1.79 1.79

Gross Tax Rate Per $1,000 .........cocovvvvvererenn. $28.71 $31.91 $32.58 $31.95 $31.58

Less: State Tax Credit.........ccovvevrvceninieinnnnes ($1.81) ($1.96) (1.96) (1.98) (2.23)
Net Tax Rate.....cooveieiieiieeeeeee e $26.90 $29.95 $30.62 $29.97 $29.35

City of Milwaukee
Property Tax Levies and Collections
($ Amounts in Thousands)

Cumulative Collected in

Taxes Levied for the Fiscal Year Subsequent Years

Budget
Year Levy Collections % of Levy Amount % Collected
2010 $291,943 $281,196 96.32 $9,856 99.69
2011 295,967 284,691 96.19 9,767 99.49
2012 301,051 288,749 95.91 9,086 98.93
2013 304,700 293,489 96.32 5,419 98.10
2014 307,246 295,624 96.22 0 96.22
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Collection Procedures

If no payment of property taxes is received in January, the taxes become delinquent as of
February 1st. If the taxes are not paid when due under the 10-month installment plan, they become
delinquent for legal purposes on November 15%.

A letter is mailed to the taxpayer shortly after February 1st, telling of the delinquency and
suggesting partial payments if full payment cannot be made. As directed by Chapter 74 of the Wisconsin
Statutes interest at the rate of 1 percent per month is charged from the preceding January 1st. Periodic
follow-up letters continue to be mailed.

Taxpayers are given every opportunity to pay their delinquent taxes and satisfactory agreements
are arranged to bring this about. If a property owner continues to remain delinquent and the Treasurer’s
Office is unable to reach an arrangement by which the owner will pay the taxes, the Treasurer’s Office
starts foreclosure proceedings. The City enforces its own delinquent tax collections.

Taxes are foreclosed under Section 75.521 of the Wisconsin Statutes, which permits a legal action
to be commenced one year from the date of delinquency. An exception to this provision is that legal
action on owner-occupied dwellings may be deferred up to two years if authorized by Common Council
action.

Insurance

The City has property insurance coverage in the amount of $1 billion with AIG, subject to a
$250,000 deductible. The City also maintains insurance for theft, environmental matters, and its role as a
wharfinger. The City is self-insured for liability. Under Wisconsin law, the City’s tort liability is limited
to $50,000 in non-automobile cases and $250,000 in automobile cases. The City follows a policy of
requiring contract service providers to provide the City with indemnification and insurance as the City
deems appropriate.
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PENSION SYSTEM SUMMARY

Employes’ Retirement System

The Employes’ Retirement System (ERS) of the City is established pursuant to Section 36 of the
Milwaukee City Charter and provides retirement, disability and survivor benefits to the City and other
agency employees and their beneficiaries. Membership in the ERS includes some classes of part-time
employees, all full-time employees, and elected officials.

Active Members by Employee Groups
As of December 31, 2014

Active Covered

Members Compensation

General City.....ccccooceverveeniinns 3,340 $172,643,504
Water Department...................... 296 15,720,461
Policemen .......cccccoeevvveiviiiieenen, 1,919 136,023,688
Firemen......occooevevvevie e, 804 56,587,061
Total City of Milwaukee ...... 6,359 $380,974,714
School Board .......ccoovvveveeeieinnne, 3,968 $109,796,387
Milwaukee Technical College... 1 57,048
Milwaukee Metro Sewer Dist.... 218 16,589,707
VEolia .cooeveeecie e 53 4,121,292
Wisconsin Center District.......... 82 3,841,653
Housing Authority ..................... 171 10,002,362
Redevelopment Authority.......... 15 1,069,715
Total oo, 10,867 $526,452,878

ERS Membership
As of December 31, 2014

Class Vested Non-Vested Inactive Retired
General & Elected.... 5,912 2,328 9,052
Police......coovvvuveinnns 1,726 194 2,248
Firefighters............... 718 86 1,280
Certain pre-1996....... 17

Total .ccovevvien 8,356 2,608 3,279 12,597

Source: Tables 1c and 5 of the Actuarial Valuation Report as of January 1, 2015.

The primary benefit of the ERS is a defined benefit plan with eligible employees earning a
Retirement Allowance for each year of service. Funding for the ERS is derived from Member and
actuarially required employer contributions. Current Retirement Allowance accrual rates and Member
contributions to the system (expressed as a percentage of compensation) are as follows:
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Basic Benefit Accrual Rates and Member Contributions

Retirement Maximum Member
Class Allowance Allowance Contribution
General and Mayor hired prior to 1/1/2014 ............... 2.0% 70% 5.5%
General hired after 12/31/2013 ........ccoeveeeviievee e, 1.6% 70% 4.0%
Other Elected Officials enrolled prior to 1/1/2014..... 2.5% 70% 7.0%
Elected Officials first enrolled after 12/13/2013........ 2.0% 70% 4.0%
POLICE oo 2.5% 90% 7.0%
Firefighters.......ccov e 2.5% 90% 7.0%

Schedule of Funding Progress
($ amounts in thousands)

UAAL asa
Valuation As  Actuarial Value  Actuarial Accrued Unfunded Funded Covered Percentage of
of Dec 31 of Assets Liability (AAL) AAL (UAAL) Ratio Payroll Covered Payroll
2014 $4,797,437 $4,935,482 $138,045 97.2% $529,939 26.0%
2013 4,580,729 4,831,689 250,960 94.8 521,651 48.1
2012 4,259,889 4,689,814 429,925 90.8 523,738 81.1
2011 4,404,635 4,587,915 183,280 96.0 525,181 34.9
2010 4,641,425 4,447,548 - 104.4 538,218 0.0
2009 4,814,402 4,269,324 - 112.8 553,846 0.0
2008 4,076,297 4,113,089 36,792 99.1 536,558 6.9
2007 5,192,000 3,958,061 - 131.2 532,412 0.0

Source: Tables 14 and 16 of the Actuarial Valuation Report as of January 1, 2015.

For more information about the ERS, details on plan benefits, and for copies of their financial and
actuarial reports, see http://www.cmers.com. The Employes’ Retirement System Actuarial Valuation
Report as of January 1, 2015 is available from EMMA and is hereby incorporated by reference. (See
“CONTINUING DISCLOSURE” herein).

Policemen’s Annuity and Benefit Fund

Membership in the Policemen’s Annuity and Benefit Fund (PABF) consists of all Police
Department employees whose service commenced prior to July 29, 1947. As of December 31, 2014,
there were 11 members and 32 spouses receiving benefits under the fund program.

Current funding is derived from employer contributions. Chapter 35 of the City Charter provides
that annual contributions consist of: 1) an amount sufficient to amortize the unfunded actuarial liability
over a ten-year period with a series of level dollar payments; and 2) budgeted administrative expenses for
the year.

For copies of the PABF actuarial reports, see http://www.cmers.com
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Schedule of Funding and Contributions
($ amounts in thousands)

Actuarial Value Actuarial Accrued Unfunded AAL Funded

Dec 31 of Assets Liability (UAAL) Ratio
2014 $ 147 $1,388 $1,241 10.6%
2013 412 1,778 1,366 23.2
2012 651 2,152 1,501 30.2
2011 1,008 2,451 1,444 41.1
2010 1,584 2,946 1,362 53.8
2009 1,936 3,687 1,751 52.5
2008 2,147 4,296 2,148 50.0

Source: Policemen’s Annuity and Benefit Fund, Actuarial Valuation Reports as of January 1, 2015 (and each prior year). Summary of
Principal Results.

Other Post-Employment Benefits

The City provides other post-employment benefits (OPEB) to its retirees for health and life
insurance. A single-employer defined benefit healthcare plan and life insurance plan are sponsored by the
City and administered by ERS. The City provides medical insurance benefits for substantially all retirees.
Retiree coverage begins at age 55 with at least 15 years of service for General City employees, at any age
with at least 25 years of service for Police employees, and at age 49 with at least 22 years of service for
Fire employees. In addition, the City allows employees to continue life insurance coverage under the
Group Life Insurance Plan offered to active employees.

Until age 65, for retirees with at least 15 years of creditable service, the majority of the cost of the
health benefit plan is paid by the City. After attaining the age of 65, and having completed a minimum of
15 years of creditable service, the City pays 25% of the base rate of the City’s Basic Plan.

Eligible retirees are able to continue coverage under the City’s Group Life Insurance Plan, and
pay the same rate as active employees. The rates established are group rates applied consistently to all
employees, without regard to age or health. Upon reaching age 65, their coverage will be reduced in
accordance with a reduction schedule, with the City assuming all future premiums.

The required contribution for medical and life insurance for retirees is based upon pay-as-you-go
financing. Medical benefits provided through the basic health care plan are self-insured. For 2014, the
City paid approximately $34 million and $2 million, respectively, towards medical and life insurance for
retirees.

The actuarial cost of health benefits and life insurance for retirees exceeds the average amount

paid by retirees, therefore, the additional cost is paid by the City and is the basis for the OPEB obligation
account for under GASB 45.
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Funding Status and Funding Progress

($ amounts in thousands)

Annual Required Contribution (ARC)
Interest on Net OPEB
Adjustment to ARC

Annual OPEB Cost
Contributions Made

Increase in net OPEB Obligation
Net OPEB Obligation — beginning of year

Net OPEB Obligation — end of year

Source: City’s 201

4 CAFR.

Annual Cost and Net OPEB L.iability

($ amounts in thousands)

$ 73,571
13,032
(11,813)

74,790
36,747

38,043
287,460

$325,503

Year Ended Percentage of Net OPEB
Dec 31 Annual OPEB Cost Annual OPEB Cost Contributed Obligation
2014 $74,790 49.9% $325,503
2013 71,489 52.5 287,460
2012 76,156 46.6 253,523
2011 73,071 47.3 212,886
2010 81,311 41.8 174,360
2009 77,389 37.1 127,074
2008 73,100 45.0 78,400
Source: City’s 2014 and prior years CAFRs.
Schedule of Funding Progress
($ amounts in thousands)
UAAL asa
Valuation Actuarial Value  Actuarial Accrued Unfunded Funded Covered Percentage of
As of of Assets Liability (AAL) AAL (UAAL) Ratio Payroll Covered Payroll
Jan 1, 2014 $0 $ 928,496 $ 928,496 0.0% $381,100 227%
Jan 1, 2013 0 888,983 888,983 0.0 382,795 218
Jan 1, 2012 0 946,857 946,857 0.0 409,572 231
Jan 1, 2011 0 916,383 916,383 0.0 407,840 225
Jan 1, 2010 0 1,007,573 1,007,573 0.0 413,648 244
Jan 1, 2009 0 959,562 959,562 0.0 419,811 229
July 1, 2008 0 880,700 880,700 0.0 425,400 207

Source: City’s 2014 and prior years CAFRs.

Actuarial Assumptions and Methods for the most recent valuation include:

The retiree healthcare valuation was based on the projected unit credit (PUC) cost method. The
PUC method produces an explicit normal cost and actuarial accrued liability. The normal cost and
actuarial accrued liability are directly proportional to the employee’s service. That is, the normal cost
equals the present value of future benefits divided by projected service at retirement, and the actuarial
accrued liability equals the present value of benefits multiplied by the ratio of service at valuation date to
projected service at retirement. Depending on the demographic characteristics of the current group and
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new entrants in the future, this method could produce stable annual costs, in the aggregate, when
expressed as a percentage of pay.

The OPEB valuation uses a discount rate assumption of 4.5% based on the City’s projected short-
terms investment rate of return. The healthcare cost trends rate is 8.0% initially, and reduced by
decrements to the ultimate rate of 4.5% after 9 years. The actuarial assumption for wage inflation is 3%.
The amortization of the unfunded actuarial accrued liability is based on a level percentage of pay over a
30-year open amortization period.

LEGAL MATTERS

Litigation Statement

There is no litigation pending against the City, or to the knowledge of the City threatened, which
in any way questions or affects the validity of the Offered Obligations or any proceedings or transactions
relating to their issuance, sale and delivery. The City is not aware of any litigation, the resolution of
which would have a material adverse impact on the City’s ability to meet debt service on the Offered
Obligations.

The City, its boards, officers and employees, have been defendants in numerous lawsuits over the
years. Experience has shown that a relatively small number of suits commenced are reduced to judgment.
The City does not carry a blanket policy of insurance against tort liability. In addition, Section 893.80 of
the Wisconsin Statutes limits the amount recoverable against a political corporation, its officers, officials
or employees for acts done in their official capacity to $50,000 in tort liability for non-automobile cases
and $250,000 in automobile cases.

The City Attorney’s office has reviewed the status of pending or threatened litigation, claims and
assessments to which the office has devoted substantive attention in the form of legal consultation or
representation and which individually represent maximum potential loss exposure in excess of $1 million,
existing on June 1, 2016.

Section 74.37 Litigation. There are presently 13 lawsuits pending against the City for property
tax refunds under this statute. Of these, four have the potential to result in judgments in excess of $1
million. Marathon Oil and US Venture sued for property tax refunds in the total amount of about $3
million for their oil terminals for 2009-2014 in a bench trial in November, 2015. On February 29, 2016,
the Judge issued a written decision sustaining the City’s assessments. The plaintiffs may appeal the
decision. CP-South Howell is requesting a refund of approximately $2.4 million for its airport parking lot
for tax years 2007-2014; the case is set for trial in June, 2016. Metropolitan Associates is requesting a
refund of approximately $2 million for several large residential apartment complexes around the City; one
of these cases was tried in June, 2015; the court issued a decision sustaining the City’s assessments; the
plaintiff has filed an appeal, with a decision expected later this year. Clear Channel Outdoor brought a
lawsuit for the refund of property taxes on its billboards for 2009-2013; (Lamar Outdoor has a similar
claim pending); the total amount of these two claims could reach $10 million with interest; the Circuit
Court ruled in the City’s favor in the Clear Channel case; Clear Channel has appealed and the appeal is
pending.

William Avery, et al. v. City of Milwaukee, et al. In this 2011 civil rights action, the plaintiffs
claim that William Avery was wrongly convicted in 2005 of the 1998 murder of a woman. Avery spent
six years in prison until DNA testing in 2010 linked the murder victim to another individual who has been
convicted of murdering a number of other women. Avery claims that Milwaukee police officers
unconstitutionally withheld exculpatory evidence and coerced false statements from witnesses. Avery
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also claims that supervisors in the police department permitted such alleged misconduct to occur as a
matter of practice. The matter was tried in June 2015, and the jury returned a verdict against two city
officers in the amount of $1 million. Plaintiff’s counsel petitioned for an award of attorneys’ fees and
costs totaling $808,285.45. On September 29, 2015, the trial court set aside the verdict, entered judgment
in favor of the defendants, and dismissed plaintiff’s attorneys’ petition for fees and costs. Plaintiff filed
an appeal and the appeal is pending.

Robert Lee Stinson v. City of Milwaukee, et al. In this 2009 civil rights action, Mr. Stinson
claims that he was wrongly convicted in 1984 of the murder of a 67-year-old woman. Stinson spent more
than 20 years in prison until recent DNA testing of the victim’s clothing produced no DNA matching
Stinson’s and new techniques of examining bite marks on the victim indicating that the marks did not
match Stinson’s teeth. Stinson claims that Milwaukee police officers unconstitutionally withheld
exculpatory evidence and conspired with two dental experts to produce false evidence. The defendants
have all filed dispositive motions seeking to have the court dismiss the case. The trial court denied all
defendants’ motions. All defendants have appealed the denial to the court of appeals and the Court of
Appeals ruled in favor of all of the defendants on August 25, 2015. Stinson filed a request for rehearing
and rehearing by the entire Court of Appeals, which was granted. The matter has been argued to the
entire court and is now awaiting their decision.

Estate of James F. Perry, et al. v. Wenzel, et al. This case stems from the September 13, 2010
death of James F. Perry, while he was in custody at the Milwaukee County Criminal Justice Facility
(County CJF). According to the complaint, Mr. Perry was in the custody of members of the City of
Milwaukee Police Department (City MPD) when he apparently experienced a seizure. Medical personnel
were called to the City MPD jail. They treated Mr. Perry and transported him to a local hospital for
further treatment and evaluation. Mr. Perry was released from the hospital and was returned to the City
MPD jail. His processing there was completed, and he was then transferred to the County CJF, where he
later suffered a heart attack and died. Mr. Perry’s estate and his minor son brought suit, raising
constitutional and state-law claims against the City, the Police Department, the County of Milwaukee, its
Sheriff’s Department, and various employees thereof. Plaintiffs’ claims center around the allegation that
all of the City and County employees who came into contact with Mr. Perry that day were deliberately
indifferent to his alleged serious medical condition. Plaintiffs also allege direct failure-to-train and
failure-to-supervise claims against the City and the County. Plaintiffs claim compensatory and punitive
damages, along with attorneys’ fees and costs. All City defendants have been served and have filed
answers to the complaint. Discovery has been completed and summary judgment motions have been
filed. The parties are awaiting the Court’s rulings on those motions.

Lemons v. City of Milwaukee, et al. This case stems from the sexual assault of a citizen, which
was committed by former officer Ladmarald Cates, while on duty. The City, Chief Flynn, former MPD
chiefs, Mr. Cates and other police personnel are named as defendants. Plaintiff claims that the City is
liable under theories of unlawful policies and practices as well as the actions of defendant officers. The
City maintains that Mr. Cates’ actions were committed outside the scope of his employment, and he is
representing himself in this action. Discovery has been completed and a motion for summary judgment
has been filed by the City. The court has yet to render a decision regarding that motion.

Estate of Dontre Hamilton v. City of Milwaukee. Dontre Hamilton’s estate filed a notice of
injury on August 26, 2014. Litigation has been threatened, but not yet initiated by the estate and family
of Dontre Hamilton who died as a result of an officer-involved shooting. Officer Christopher Manney
encountered Mr. Hamilton at Red Arrow Park located in downtown Milwaukee on April 30, 2014. The
notice of injury relates that Mr. Hamilton was sleeping in the park and the officer allegedly woke and
searched him for no legally justifiable purpose, causing a confrontation and struggle that resulted in the
officer shooting Mr. Hamilton 14 times and causing his death. The officer has not been charged with any
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criminal violation as a result of the incident, but was subsequently discharged from employment, due to
his decisions relative to the manner in which he approached Mr. Hamilton, although his use of force was
then justified. Officer Manney has appealed his discharge to the circuit court. The notice of injury
indicates that Mr. Hamilton was not married, but was survived by a minor child, his mother and his
brother. Mr. Hamilton was not employed at the time of the incident. No amounts of monetary damages
were specifically claimed in the notice of injury. It is too early in the process to estimate the City’s
liability.

LEGAL OPINIONS

The separate legal opinions of Chapman and Cutler LLP, Chicago, lllinois, and Hurtado
Zimmerman SC, Wauwatosa, Wisconsin, Co-Bond Counsel to the City, will be delivered to the
purchasers of the Offered Obligations. Drafts of the legal opinions for the Offered Obligations are
included herein as Appendix B.

Co-Bond Counsel has not been retained or consulted on disclosure matters and has not
undertaken to review or verify the accuracy, completeness or sufficiency of this Official Statement or
other offering material relating to the Offered Obligations, and assumes no responsibility for the
statements or information contained in or incorporated by reference in this Official Statement.

RATINGS

The City has requested ratings on the Offered Obligations from Fitch Ratings, Moody’s Investors
Service, Inc. and Standard & Poor’s Ratings Services.

Fitch Ratings has assigned a rating of “AA”, Moody’s Investors Service, Inc. has assigned a
rating of “Aa3”, and Standard & Poor’s Ratings Services has assigned a rating of “AA” on the N5 Notes
and B6 Bonds.

The ratings, when issued, reflect only the views of the respective ratings agencies, and an
explanation of the significance of such rating may be obtained therefrom. There is no assurance that the
ratings will remain in effect for any given period of time or that they will not be revised, either upward or
downward, or withdrawn entirely, by the respective agencies, if, in their judgment, circumstances so
warrant. A revision or withdrawal of the credit rating could have an effect on the market price of the
Offered Obligations.

FEDERAL TAX MATTERS

Federal tax law contains a number of requirements and restrictions which apply to the Offered
Obligations, including investment restrictions, periodic payments of arbitrage profits to the United States
of America, requirements regarding the proper use of bond proceeds and the facilities financed therewith,
and certain other matters. The City has covenanted to comply with all requirements that must be satisfied
in order for the interest on the Offered Obligations to be excludable from gross income for federal income
tax purposes. Failure to comply with certain of such covenants could cause interest on the Offered
Obligations to become includible in gross income for federal income tax purposes retroactively to the date
of the issuance of the Offered Obligations.

Subject to the compliance by the City with the above-referenced covenants, under present law, in
the separate opinions of Co-Bond Counsel, interest on the Offered Obligations is excludable from the
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gross income of the owners thereof for federal income tax purposes, and is not included as an item of tax
preference in computing the federal alternative minimum tax for individuals and corporations, but such
interest on the Offered Obligations is taken into account, however, in computing an adjustment used in
determining the federal alternative minimum tax for certain corporations.

In rendering their separate opinions, Co-Bond Counsel will rely upon certifications of the City
with respect to certain material facts within the knowledge of the City. The opinions of Co-Bond Counsel
represent their respective legal judgment based upon their respective review of the law and the facts that
they deem relevant to render such opinions and is not a guarantee of result.

The Internal Revenue Code of 1986, as amended (the “Code”), includes provisions for an
alternative minimum tax (“AMT”) for corporations in addition to the regular corporate tax in certain
cases. The AMT, if any, depends upon the corporation’s alternative minimum taxable income (“AMTI”),
which is the corporation’s taxable income with certain adjustments. One of the adjustment items used in
computing the AMTI of a corporation (with certain exceptions) is an amount equal to 75% of the excess
of such corporation’s “adjusted current earnings” over an amount equal to its AMTI (before such
adjustment item and the alternative tax net operating loss deduction). *“Adjusted current earnings” would
include certain tax-exempt interest, including the interest on the Offered Obligations.

Ownership of the Offered Obligations may result in collateral federal income tax consequences to
certain taxpayers, including, without limitation, corporations subject to the branch profits tax, financial
institutions, certain insurance companies, certain S corporations, individual recipients of Social Security
or Railroad Retirement benefits and taxpayers who may be deemed to have incurred (or continued)
indebtedness to purchase or carry tax-exempt obligations. Prospective purchasers of the Offered
Obligations should consult their own tax advisors as to applicability of any such collateral consequences.

The issue price (the “Issue Price”) for each maturity of the Offered Obligations is the price at
which a substantial amount of such maturity of the Offered Obligations is first sold to the public. The
Issue Price of a maturity of the Offered Obligations may be different from the price set forth, or the price
corresponding to the yield set forth, on the inside cover page of this Official Statement.

Owners of Offered Obligations who dispose of Offered Obligations prior to the stated maturity
(whether by sale, redemption or otherwise), purchase Offered Obligations in the initial public offering,
but at a price different from the Issue Price, or purchase Offered Obligations subsequent to the initial
public offering should consult their own tax advisors.

If an Offered Obligation is purchased at any time for a price that is less than the stated redemption
price of the Offered Obligation at maturity, the purchaser will be treated as having purchased an Offered
Obligation with market discount subject to the market discount rules of the Code (unless a statutory de
minimis rule applies). Accrued market discount is treated as taxable ordinary income, and is recognized
when an Offered Obligation is disposed of (to the extent such accrued discount does not exceed gain
realized) or, at the election of the purchaser, as it accrues. The applicability of the market discount rules
may adversely affect the liquidity or secondary market price of such Offered Obligation. Purchasers
should consult their own tax advisors regarding the potential implications of market discount with respect
to the Offered Obligations.

An investor may purchase an Offered Obligation at a price in excess of its stated principal
amount. Such excess is characterized for federal income tax purposes as “bond premium,” and must be
amortized by an investor on a constant yield basis over the remaining term of the Offered Obligation in a
manner that takes into account potential call dates and call prices. An investor cannot deduct amortized
bond premium relating to a tax-exempt bond. The amortized bond premium is treated as a reduction in
the tax-exempt interest received. As bond premium is amortized, it reduces the basis of the investor in the
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Offered Obligation. Investors who purchase an Offered Obligation at a premium should consult their own
tax advisors regarding the amortization of bond premium and its effect on the basis of the Offered
Obligation for purposes of computing gain or loss in connection with the sale, exchange, redemption or
early retirement of the Offered Obligation.

There are or may be pending in the Congress of the United States of America legislative
proposals, including some that carry retroactive effective dates, that, if enacted, could alter or amend the
federal tax matters referred to above or affect the market value of the Offered Obligations. It cannot be
predicted whether or in what form any such proposal might be enacted or whether, if enacted, it would
apply to bonds issued prior to enactment. Prospective purchasers of the Offered Obligations should
consult their own tax advisors regarding any pending or proposed federal tax legislation. Co-Bond
Counsel express no opinion regarding any pending or proposed federal tax legislation.

The Internal Revenue Service (the “Service”) has an ongoing program of auditing tax-exempt
obligations to determine whether, in the view of the Service, interest on such tax-exempt obligations is
includible in the gross income of the owners thereof for federal income tax purposes. It cannot be
predicted whether or not the Service will commence an audit of the Offered Obligations. If an audit is
commenced, under current procedures, the Service may treat the City as a taxpayer and the owners of the
Offered Obligations may have no right to participate in such procedure. The commencement of an audit
could adversely affect the market value and liquidity of the Offered Obligations until the audit is
concluded, regardless of the ultimate outcome.

Payments of the interest on, and the proceeds of the sale, redemption or maturity of, tax-exempt
obligations, including the Offered Obligations, are in certain cases required to be reported to the Service.
Additionally, backup withholding may apply to any such payments to the owner of any Offered
Obligation who fails to provide an accurate Form W-9 Request for Taxpayer Identification Number and
Certification, or a substantially identical form, or to any Offered Obligation owner who is notified by the
Service of a failure to report any interest or dividends required to be shown on federal income tax returns.
The reporting and backup withholding requirements do not affect the excludability of such interest from
gross income for federal tax purposes.

STATE TAX MATTERS

Under the laws of the State of Wisconsin, as presently enacted and construed, interest on the
Offered Obligations is exempt from the income tax imposed by the State of Wisconsin (i) on individuals
and fiduciaries by Section 71.02 of the Wisconsin Statutes, as supplemented and amended, and (ii) on the
corporations subject to taxation under the corporate income tax imposed by Section 71.23(1) of the
Wisconsin Statutes, as supplemented and amended. However, interest on the Offered Obligations is not
exempt from the franchise tax imposed by Section 71.23(2) of the Wisconsin Statutes, as supplemented
and amended. Corporate bondholders should consult their own tax advisors to determine whether such
corporations are subject to the franchise tax. Co-Bond Counsel express no opinion regarding taxation of
the Offered Obligations or interest thereon under any other provisions of Wisconsin law. Ownership of
the Offered Obligations may result in other Wisconsin tax consequences to certain taxpayers, and Co-
Bond Counsel express no opinion regarding any such collateral consequences arising with respect to the
Offered Obligations. Prospective purchasers of the Offered Obligations should consult their own tax
advisors regarding the applicability of any such state and local taxes.
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NO DESIGNATION AS QUALIFIED TAX-EXEMPT OBLIGATIONS

The City will not designate the Offered Obligations as “qualified tax-exempt obligations” for
purposes of Section 265 (b)(3) of the Code.

CONTINUING DISCLOSURE

In order to assist the Underwriters in complying with SEC Rule 15¢2-12 promulgated by the
Securities and Exchange Commission (the “Commission”), pursuant to the Securities Exchange Act of
1934 (the “Rule™), the City shall covenant pursuant to a Resolution adopted by the Governing Body to
enter into an undertaking (the “Undertaking”) for the benefit of holders including beneficial holders of the
Offered Obligations to provide certain financial information and operating data relating to the City
annually to a central repository designated by the Commission, currently the Municipal Securities
Rulemaking Board (the “MSRB”), and to provide notices of the occurrence of certain events enumerated
in the Rule electronically or in the manner otherwise prescribed by the MSRB to the MSRB. The MSRB
has designated its Electronic Municipal Market Access (“EMMA”) system as the system to be used for
continuing disclosures to investors. The details and terms of the Undertaking, as well as the information
to be contained in the annual report or the notices of reportable events, are set forth in the Continuing
Disclosure Certificate to be executed and delivered by the City at the time the Offered Obligations are
delivered. Such Certificate will be in substantially the form attached hereto as Appendix C. The City
intends to fully comply with the Undertaking relating to the Offered Obligations.

A failure by the City to comply with the Undertaking will not constitute an event of default on the
Offered Obligations (although holders will have the right to obtain specific performance of the obligations
under the Undertaking). Nevertheless, such a failure must be reported in accordance with the Rule and
must be considered by any broker, dealer or municipal securities dealer before recommending the
purchase or sale of the Offered Obligations in the secondary market. Consequently, such a failure may
adversely affect the transferability and liquidity of the Offered Obligations and their market price.

Prior to August of 2003 the City entered into continuing disclosure undertakings (the “Pre-2003
Undertakings”) which contained a six-month filing requirement for Annual Financial Information. Due
to the complexity and size of the City’s operations, the City had difficulty meeting that timing
requirement and subsequently modified its continuing disclosure undertakings (the “Post-2003
Undertakings™) to use a nine-month filing requirement for Annual Filing Information. Except as
discussed below, within the previous five years, the City has not failed to comply in any material respect
with regards to the Post-2003 Undertakings. With regards to the Pre-2003 Undertakings the City has
failed to strictly comply with the 6-month time period for filing its Annual Financial Information and
updating certain information on the sewerage system that does not significantly change from year to year.

The City has endeavored to report rating changes which would impact any of its outstanding debt
due to bond insurer downgrades. However, since the Nationally Recognized Statistical Rating
Organizations (NRSRO) and bond insurers do not notify the City of any such rating changes, no
assurance can be provided that notices of all rating changes were reported.

FINANCIAL ADVISOR

Public Financial Management, Inc. has been retained as Financial Advisor to the City in
connection with the issuance of the Offered Obligations.
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UNDERWRITING

The Offered Obligations are anticipated to be purchased at a competitive public sale conducted on
or about June 9, 2016.

The award of the N5 Notes was made to , its co-
managers and associates.

The award of the B6 Bonds was made to , its co-
managers and associates.

The public reoffering yields of the N4 Notes and B6 Bonds will be detailed on the inside front
cover of the Final Official Statement.

CLOSING DOCUMENTS AND CERTIFICATES

Simultaneously with the delivery of and payment for the Offered Obligations by the Underwriters
thereof, the City will furnish to the Underwriters the following closing documents, in form satisfactory to
Bond Counsel:

@ signature and no litigation certificate;
2 tax certificate;
3 certificate of delivery and payment;

4) the opinions as to the legality of the Offered Obligations under Wisconsin law and as to
the tax-exempt status of the interest on the Offered Obligations for federal and state
income tax purposes rendered by Chapman and Cutler LLP, Chicago, Illinois, and
Hurtado Zimmerman SC, Wauwatosa, Wisconsin, Co-Bond Counsel to the City, in
substantially the forms as set forth in Appendix B;

5) copies of this Official Statement issued in conjunction with the Offered Obligations
within seven business days after the award of the Offered Obligations in accordance with
SEC Rule 15¢2-12(b)(3);

(6) Continuing Disclosure Certificate; and

@) a statement to the effect that this Official Statement, to the best of its knowledge and
belief as of the date of sale and the date of delivery, is true and correct in all material
respects and does not contain any untrue statement of a material fact or omit to state a
material fact necessary in order to make the statements made herein, in light of the
circumstances under which they were made, not misleading.

REPRESENTATIONS OF THE CITY

To the best of its knowledge, the information in this Official Statement does not include any
untrue statement of a material fact, nor does the information omit the statement of any material fact
required to be stated therein, or necessary to make the statements therein, in light of the circumstances
under which they were made, not misleading.
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ADDITIONAL INFORMATION
Additional information may be obtained from the undersigned City Comptroller upon request.

Martin Matson, City Comptroller
City of Milwaukee, Public Debt Commission
City Hall, Room 404
200 East Wells Street
Milwaukee, Wisconsin 53202
(414) 286-3321

/sl

Martin Matson
City Comptroller and Secretary
City of Milwaukee, Wisconsin
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APPENDIX A

Audited Annual Financial Report of the City of Milwaukee, Wisconsin
for the Year Ended December 31, 2014

Selected Sections of the Comprehensive Annual Financial Report

The City’s Comprehensive Annual Financial Report for the year ended December 31, 2014,
is available from EMMA and is hereby incorporated by reference.

The independent auditor has not been engaged to perform, and has not performed since the date
of its report (a portion of which is included herein), any procedures on the financial statements
addressed in the report nor on this Official Statement, nor has the independent auditor been asked
to give consent to the inclusion of this appendix in this Official Statement.
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INDEPENDENT AUDITORS' REPORT

The Honorable Members
Common Council
City of Milwaukee, Wisconsin

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the City of Milwaukee, Wisconsin, as of and for
the year ended December 31, 2014, and the related notes to the financial statements, which
collectively comprise the entity’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of the Redevelopment Authority of the City of Milwaukee,
the Neighborhood Improvement Development Corporation, and the Century City
Redevelopment Corporation, which represents 100% of the assets and revenues of the
aggregate discretely presented component units. Those financial statements were audited by
other auditors whose report thereon has been furnished to us, and our opinion, insofar as it
relates to the amounts included for the aggregate discretely presented component units, is
based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

Anindependent menrber of Nexia International
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information as of
December 31, 2014, and the respective changes in financial position and, where applicable,
cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, the budgetary comparison information, and the
schedule of funding progress on pages 18 - 32, 98 and 99, respectively, be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Milwaukee, Wisconsin’s basic financial statements. The
combining and individual fund financial statements and schedules are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The combining and individual fund financial statements and schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
combining and individual fund financial statements and schedules is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

The introductory section, the statistical section, and the miscellaneous financial data have not
been subjected to the auditing procedures applied in the audit of the basic financial statements,
and accordingly, we do not express an opinion or provide any assurance on them.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July
27, 2015, on our consideration of City of Milwaukee, Wisconsin's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the result of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City of Milwaukee, Wisconsin’s internal
control over financial reporting and compliance.

%MMW L7

Milwaukee, Wisconsin
July 27, 2015
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Within this section of the City of Milwaukee Comprehensive Annual Financial Report, the City of Milwaukee’s (City’s)
management provides narrative discussion and analysis of the financial activities of the City for the fiscal year ended
December 31, 2014. The City’s financial performance is discussed and analyzed within the context of the accompanying
financial statements and disclosures following this section. This Management Discussion and Analysis (MD&A) should be
read in conjunction with the City’s basic financial statements, which follow this discussion. Additional information is available
in the letter of transmittal, which precedes the MD&A. The MD&A focuses on the City’s primary government and, unless
otherwise noted, component units reported separately from the primary government are not included.

FINANCIAL HIGHLIGHTS

e The assets of the City of Milwaukee exceeded its liabilities at the close of fiscal year 2014 by $941 million (net position);
$214 million in governmental activities and $727 million in business-type activities. Governmental activities’ unrestricted
assets reflect a deficit of $746 million. The City regularly makes significant investments in private purpose developments
which do not produce any direct financial return to the City. The City also finances certain long-term liabilities as they
come due rather than when they are incurred. The City’s net position increased 2% compared to the previous year of
$923 million.

e The vast majority of the City’s net position is capital assets, most of which do not generate revenues by their use or sale.
Total net position comprise the following:
=  Capital assets, including property and equipment, net of related debt and accumulated depreciation — $1.418 billion.
= Restricted net position, limited by constraints imposed externally such as debt covenants, grantors, laws, or
regulations — $222 million.
= Unrestricted net deficit — $(699) million.

e The City’s total 2014 year-end other post-employment benefits (OPEB) obligation is $326 million; an increase of 14% from
the 2013 obligation of $287 million. The obligation is based on an actuarial valuation as of January 1, 2014, which
indicates the 2014 actuarial accrued liability for benefits was $928 million over a 30-year amortization period.

e Total liabilities of the City remained the same at $1.8 billion. The long-term portion of total liabilities ($1.6 billion) consists
of $326 million for OPEB, $1.1 billion for outstanding debt and $76 million for compensated absences, claims, and
judgments.

e City governmental expenses exceeded combined program revenues by $662 million. General revenues and transfers of
$677 million resulted in a $15 million increase of net position for the year. Business-type activities produced an increase
of net position of 0.4% over 2013, generating a net change of $3 million in 2014.

e For governmental activities, program revenue supported 24% of the total expenses for 2014. Property taxes and other
taxes financed 32% of the primary government’s governmental activities’ expenses, state aids for the General Fund
funded 29%, and miscellaneous revenues and transfers supported 15% of the expenses. Expenses were less than total
revenues and transfers by 2% in 2014.

e For business-type activities, program revenue supported 123% of the expenses for 2014; and, in total exceeded the
expenses by $46 million. Miscellaneous revenue and transfers reduced this excess by $43 million to result in a $3 million
increase for the year.

e The City’s total governmental funds reported total ending fund balances of $313 million this year. Compared to the prior
year ending fund balance of $346 million, a decrease of $33 million resulted in a 10% decrease by year end 2014.

e  The General Fund balance at year-end 2014 totaled $113 million — a $9 million increase compared to 2013. This ending
Fund Balance is about 14% of combined General Fund expenditures and transfers disbursed for the year.

e The operating expenditures of the General Fund were $17 million less than budgeted. General government expenditures,
$256 million, realized the most cost savings. The most significant items, that total $19 million, account for nearly all of the
total positive budget variance for the year 2014.

e Outstanding General Obligation bonds and notes payable decreased by $11 million during the current fiscal year from
$861 million to $850 million. In addition, revenue bonds of $95 million, extendable municipal commercial paper of $106.7
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million and state loans of $92 million were outstanding at year end for a total of $1.1 billion, which remained the same
from 2013.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to the City’s basic financial statements. The basic financial statements
consist of three components: (1) Government-wide financial statements, (2) Fund financial statements, (3) Notes to the
financial statements. This report also includes other (4) Required Supplementary Information. Figure A-1 shows how the
required parts of the annual report are arranged and relate to one another.

Figure A-1

COMPONENTS OF THE FINANCIAL SECTION

| |
|Managemem's Discussion and Analysis | Basic Financial Statements I IRequired Supplementary Information |
I \'\
[ |

|Government-wide Financial Statements | |Fund Financial Statements I |Notes to the Financial Statements |

Summary _ — Detail

The basic financial statements include two kinds of statements.
o Government-wide financial statements that provide both long-term and current period information about the City’s overall
financial status.
e “Fund” specific financial statements that focus on individual components of City government, reporting the City’s
operations in more detail than the government-wide statements.
=  Governmental fund statements tell how general government services such as public safety were financed in the past
year as well as what remains for future spending.
=  Proprietary fund statements offer current year and long-term financial information about business-type activities such
as the water utility and the sewer maintenance systems.
=  Fiduciary fund statements provide financial information about certain operations—such as benefit plans for the City’s
employees—in which the City is solely a trustee or agent for the benefit of others to whom the resources belong.

A summary of the major features of the City’s financial statements, including the portion of the City government they cover and
the types of information they contain are depicted in table Figure A-2. The remainder of this overview section of MD&A
explains the structure and contents of each of the statements.
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FIGURE A-2

MAJOR FEATURES OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Government-Wide

Fund Financial Statements

services

business-type enterprises

Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire entity (except The day-to-day operating activities The day-to-day operating Instances in which the City administers
fiduciary funds) of the city for basic governmental activities of the city for resources on behalf of others, such as

employee benefits

Required financial
statements

* Statement of net position
* Statement of activities

* Balance Sheet

* Statement of revenues,
expenditures and changes in
fund balances

* Statement of net position
Statement of revenues,
expenses, and changes
in net position

* Statement of cash flows

*

* Statement of fiduciary net position
* Statement of changes in fiduciary
net position

Accounting basis
and measurement
focus

Accrual accounting and
economic resources focus

Modified accrual and current financial
resources measurement focus

Accrual accounting and
economic resources focus

Accrual accounting and economic
resources focus, except agency funds
do not have measurement focus

Type of asset and liability
information

All assets and liabilities, both
financial and capital, short-
term and long-term

Current assets and liabilities that
come due during the year or soon
thereafter; capital assets and
long-term liabilities

All assets and liabilities, both
financial and capital, short-
term and long-term

All assets held in a trustee or agency
capacity for others and all liabilities

Type of inflow and
outflow information

All revenues and expenses
during year, regardless of
when cash is received or
paid

Revenues for which cash is received
during the year or soon thereafter;
expenditures when goods or services
have been received and the related
liability is due and payable

All revenues and expenses
during year, regardless of
when cash is received or
paid

All additions and deductions
during the year, regardless of
when cash is received or
paid

Government-wide Financial Statements

The government-wide financial statements are designed to provide a broad overview of the City’s finances, in a manner similar
to a private-sector business and include both long-term and short-term information about the City’s financial status. The
statement of net position includes all of the government’s assets and liabilities and deferred inflows and outflows. All of the
current year’s revenues and expenses are accounted for in the statement of activities regardless of when cash is received or
paid. All of the activities of the City, except those of a fiduciary nature, are included.

Two government-wide statements report the City’s net position and how they have changed. Net position—the difference
between the City’s assets and liabilities and deferred inflows and outflows—is one measure of the City’s financial health, or
financial position. Over time, increases or decreases in the City’s net position is one measure of whether its financial health is
improving or deteriorating. Other non-financial factors such as changes in the property tax base and the condition of the City’s
infrastructure (streets, sewers, etc.) are also needed to assess the overall health of the City.

The government-wide financial statements of the City of Milwaukee are reported into three categories on these statements—

governmental activities, business-type activities, and component units. A total column for the City is also provided.

e The governmental activities include the basic services of the City including general government (administration), police,
fire, public works, health, culture, and development services. Taxes and general revenues generally support these
activities.

e The business-type activities include the private sector type activities such as the water, sewer user charge, sewer
maintenance, parking, and port. User charges or fees primarily support these activities.

e The component units include three other entities in its report: Redevelopment Authority of the City of Milwaukee,
Neighborhood Improvement Development Corporation, and Century City Redevelopment Corporation. Although legally
independent entities, these organizations are closely related to the City of Milwaukee in terms of their respective financial
and public policy responsibilities.
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Fund Financial Statements

The City’s major governmental funds begin with Exhibit A-1. The fund financial statements provide detailed information about
the most significant financial components of the municipality as opposed to the City as a whole. These individual funds are
established for the purpose of executing specific activities and objectives in accordance with Federal, State and local laws and
regulations. The accounts of the City are organized on the basis of funds. Each fund is a separate fiscal and accounting
entity with a self-balancing set of accounts including assets, liabilities, equities, revenues and expenditures or expenses.

The City reports financial activity and status according to three fund types: governmental, proprietary and fiduciary funds.

e Governmental funds: Most of the City’s basic services are reported in governmental funds, applying modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to cash. The governmental
fund statements provide a detailed short-term view of the City’s general government operations and the basic services it
provides. Governmental fund information helps to determine if more or fewer financial resources are available to be spent
in the near future to finance the City’s programs. The relationship (or differences) between governmental activities
(reported in the Statement of Net Position and the Statement of Activities) and governmental funds is described in the
reconciliation at the bottom of the fund financial statements.

e Proprietary funds: Operations which are financed primarily by user charges or activities where periodic measurement of
net income is appropriate for capital maintenance, public policy, management control and other purposes. Proprietary
funds utilize full accrual accounting. The City’s proprietary (enterprise) funds focus on the business-type activities
reported in the government-wide statements, providing additional detail including cash flows.

e Fiduciary funds: The City is the trustee, or fiduciary, for its pension and other employee benefit trusts and various
miscellaneous private purpose trusts. All of the City’s fiduciary activities are reported in separate Statements of Fiduciary
Net Position and Changes in Fiduciary Net Position in Exhibits C-1, C-2 and H-1. These activities are excluded from the
City’s other financial statements because the City cannot use these assets to finance its operations. The City is
responsible for ensuring that the assets reported in these funds are used for their intended purposes.

Notes to the Financial Statements

The notes which follow the Government-wide and Fund financial statements (Exhibits 1 through D-2) provide additional
information that is essential to a full understanding of the data provided in the government-wide and fund financial statements.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents required supplementary
information to demonstrate legal budgetary compliance for each major fund for which an annual budget is adopted. This
required supplementary information is presented in Exhibits E-1. A Schedule of Funding Progress relating to retiree health
and life insurance is depicted in Exhibit E-2.

Combining and Individual Fund Statements and Schedules and Miscellaneous Financial Data

Combining schedules provide detail in connection with nonmajor governmental funds and nonmajor enterprise funds.
Individual fund statements provide greater detail, presented as compared with the final amended budget for the General Fund,
and each nonmajor special revenue fund. Capital Projects are also presented in detail by major category (i.e., streets, sewers)
within the Miscellaneous Financial Data Section. See Exhibits F-1 through 1-9.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

As year-to-year financial information is accumulated on a consistent basis, changes in net position may be observed and used
to discuss the changing financial position of the City as a whole. The net position and net expenses of governmental and
business-type activities of the City are presented separately below. Table 1 focuses on the net position and Table 2 focuses
on the changes in net position.
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Table 1
Summary of Statement of Net Position
(Thousands of Dollars)

Total
Governmental Activities Business-type Activities Primary Government
2013 2014 2013 2014 2013 2014
Current and other assets .........ccccceeceeeinne $ 962,360 $ 889,945 $ 118,382 $ 124,887 $ 1,080,742 $ 1,014,832
Capital assets ......ccocoveeiciiiiiicn 1,018,488 1,095,321 921,280 962,293 1,939,768 2,057,614
Total @ssets ......cccovvveeiiiiiiiicee 1,980,848 1,985,266 1,039,662 1,087,180 3,020,510 3,072,446
Loss onrefunding.........cccceeiviiiniiicinnnee - - 726 526 726 526
Long-term obligations ...........ccccccociiiiininene 1,279,301 1,301,935 283,290 303,308 1,562,591 1,605,243
Other liabilities ........ccoevviiiiiiicee 215,172 178,660 32,970 56,928 248,142 235,588
Total liabilities .........cccocveviiiiiiece 1,494,473 1,480,595 316,260 360,236 1,810,733 1,840,831
Gain on refunding........ccccoooieiiniiiiiiiicen - 337 - - - 337
Subsequent years property taxes................. 287,666 290,721 - - 287,666 290,721
Net position:
Net investment in capital assets................... 706,111 748,374 648,594 669,428 1,354,705 1,417,802
Restricted 216,314 211,316 770 930 217,084 212,246
Unrestricted (723,716) (745,740) 74,764 57,112 (648,952) (688,628)
Total net position .......cccoovvvriieiiiieee $§ 198,709 $§ 213,950 $ 724128 § 727,470 $ 922,837 $ 941,420

Net position of the City’s governmental activities increased 7% to $214 million for 2014. The portion of net position restricted
as to use totaled $211 million. Net position invested in capital facilities (buildings, roads, bridges, etc.) totaled $748 million net
of outstanding debt used to acquire those assets. The City uses these assets to provide services to citizens; consequently,
these assets are not available for future spending. Although the City’s investment in capital assets are reported net of related
debt, the funding needed to repay this debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities. The unrestricted net position deficit of $746 million at the end of 2014 does not imply that
the City has inadequate financial resources available to meet its current obligations. For example, the City’s annual budgets
do not include the full amounts needed to meet future liabilities arising from property-casualty claims, unused employee
vacation-sick leave and outstanding debt. The City will include the amounts needed in future years’ budgets as these
obligations come due.

The net position of business-type activities increased 1% to $727 million in 2014. The City generally can only use net position
to finance the continuing operations of its specific enterprise activities.

Long-term obligations for governmental activities increased 2% and for business-type activities increased 7% from 2013 due
primarily to the issuance and retirement of long-term debt and the recording of OPEB.

Total assets including capital assets increased $52 million or 2% from 2013. Capital assets of the primary government
increased 6% from the previous year due to several completed major street projects by the State of Wisconsin. For 2014,
capital assets of the Water Works and the Sewer Maintenance Funds comprise 94% of the City’s total capital assets related to
business-type activities. These are the City’s two largest enterprise (business-type) funds. The Water Works capital assets
(45%) consist primarily of water mains and related water facilities and plants; and, the Sewer Maintenance Fund (49%)
includes local sewer mains and connections.

Changes in net position. Total annual City revenues less expenses yield the change in net position. The City’s program and
general revenues totaled $853 million for governmental activities. Forty-three percent of governmental purpose revenues are
intergovernmental revenues (State aids, Federal and State grants) while 33% is derived from property and other taxes.
Charges for services represent 14% of total revenues, and the remaining 10% generated by licenses, permits, fines and
forfeits and other miscellaneous sources.

The City’s governmental activity expenses cover a range of services, with $316 million (36%) related to public safety (fire and
police, neighborhood services). General government expenditures total $250 million (28%) while public works expenditures
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total $170 million (19%). Program specific revenues (charges for services) generated only about 13% of the revenue needed
to support the cost of governmental activities. General revenues (taxes, State aids, and miscellaneous) provide the funds for

the remaining four percent.

Total governmental activities revenues and transfers exceeded expenditures by $15 million.

major function.

For business-type activities
revenues exceeded its expenditures and transfers by $3 million however, prior to the transfer of $43 million from business type
funds to governmental funds, business type funds showed a $46 million excess of revenues over expenses while
governmental activities showed a $30 million gap of revenues below expenses. Chart 1, Expenses and Program Revenues —
Governmental Activities, and Chart 2, Expenses and Program Revenues — Business-type Activities depict this comparison by

Table 2 and the narrative that follows consider the operations of governmental and business-type activities separately.

Table 2

Changes in Net Position
(Thousands of Dollars)

Total
Governmental Activities Business-type Activities Primary Government
2013 2014 2013 2014 2013 2014
Revenues:
Program revenues:
Charges for Services ........c.ccccoeveevviiveeecnnnnn. $ 111,881 $ 114,743 $ 234,480 $ 236,002 $ 346,361 $ 350,745
Operating grants and contributions ............... 75,747 73,758 - - 75,747 73,758
Capital grants and contributions ................... 1,536 30,315 3,852 799 5,388 31,114
General revenues:
Property taxes and other taxes ...................... 276,193 284,664 - - 276,193 284,664
State aids for General Fund ................ccco.... 259,735 260,886 - - 259,735 260,886
Miscellaneous ........c..coovveeieiiiiiiiieee e, 82,059 88,718 1,443 1,471 83,502 90,189
Total revenuUEeS .........oeevvvvvveveeeiiieiieiiiiiainanns 807,151 853,084 239,775 238,272 1,046,926 1,091,356
Expenses
General government ..........ccccccieeeeiiiiiieeenn. 305,744 249,874 - - 305,744 249,874
Public safety .......cccooiiiiii 320,317 315,952 - - 320,317 315,952
Public WOrks ......ccooeeiiiieiiieeeeeeee e 169,250 170,054 - - 169,250 170,054
Health 19,743 18,852 - - 19,743 18,852
Culture and recreation ..........ccccoeeeiiiiiiieeeen. 20,348 21,503 - - 20,348 21,503
Conservation and development .................... 45,605 57,617 - - 45,605 57,617
Capital contribution to
Milwaukee Public Schools 278 - - - 278 -
Contributions ........ccccoeveeeeninns 22,331 24,001 - - 22,331 24,001
Interest on long-term debt 28,275 23,105 - - 28,275 23,105
Water v - - 68,728 72,540 68,728 72,540
Sewer Maintenance - - 44,795 46,840 44,795 46,840
Parking ...oooveeeeiie e - - 24,248 24,053 24,248 24,053
Port of Milwaukee ........cccocooiiiiiiiiieiie - - 3,855 3,825 3,855 3,825
Metropolitan Sewerage District User Charges. - - 43,737 44,557 43,737 44,557
Total EXPENSES  ...eeiiiiiiiiiiiii e 931,891 880,958 185,363 191,815 1,117,254 1,072,773
Increase in net position before transfers .......... (124,740) (27,874) 54,412 46,457 (70,328) 18,583
Transfers ...ooocoeoveeeee e 41,628 43,115 (41,628) (43,115) - -
Increase in net position ...........cccoceeiiiiiieiiinenn. (83,112) 15,241 12,784 3,342 (70,328) 18,583
Net position — Beginning ..........ccccceevieeeivieeennne. 281,821 198,709 711,344 724,128 993,165 922,837
Net position — Ending  ......ccooiiiiiiiiiiieeeee $ 198,709 $§ 213,950 $ 724,128 $§ 727,470 $ 922837 $ 941,420
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Governmental Activities

Revenues for the City’'s governmental activities totaled $853 million, while total expenses totaled $881 million for 2014. Total
revenues, excluding transfers, supported 97% of total expenses; 102% with transfers. Comparable data for 2013 indicates
87% of all revenues, excluding transfers supported the 2013 expenses and, 91% including transfers.

Property taxes represent 33% of the total revenues for 2014 and 2013. The total actual property tax revenues increased 3%
over the previous year. The City of Milwaukee’s share of the Tax Rate increased $0.33 from $10.25 in 2013 to $10.58 in 2014
(per $1,000 of Assessed Value), due mainly to a decrease in assessed property value. State aids for the General Fund was
$260 million both in 2013 and 2014. The combined property taxes and State aids comprised approximately 64% of the total
revenues for governmental funds in 2014 compared to 66% in 2013. Charges for services equaled 13% of the total revenues
in 2014, the same as 2013. Operating grants, capital grants, and contributions increased $27 million, to a total $104 million or
12% of total revenues in 2013 compared to 10% in 2013.

The total 2014 governmental activities expenditures decreased by $51 million (5%) over 2013. A $62 million total employer
contribution to Employes’ Retirement System (ERS) in 2013 was the major reason for the $54 million decrease in
governmental activities expenses.

Chart 1
2014 Expenses and Program Revenues - Governmental Activities

350,000

300,000

250,000 A

200,000 A

150,000
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General Public safety Public works Health Culture and Conservation Contributions Interest on long-
government recreation  and development term debt
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Table 3 presents the cost of each of the City’s largest programs as depicted in the Chart 1 above, as well as each program’s
net costs (total cost less the revenues generated by the activities). General government includes most City departments, such
as: Mayor, Common Council, Administration, Employee Relations, Municipal Court, City Attorney, Comptroller and Treasurer.
Public safety includes Fire, Police and Neighborhood Services. “Net cost” shows the financial burden placed on the city
taxpayers by each of these functions.
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Table 3
Governmental Activities
(Thousand of Dollars)
Total Cost Net Cost
of Services of Services
2013 2014 2013 2014
General government  ..........cccocceeeeeiieeennennn. $ 305,744 $ 249,874 $ 293,204 $ 237,323
Public safety ..o 320,317 315,952 279,908 276,946
Public Works .......ocovieiiiiiiiee 169,250 170,054 88,996 57,779
Health ..o, 19,743 18,852 9,192 9,012
Culture and recreation ..........ccccceeeeeeeeeeennn. 20,348 21,503 16,551 18,071
Conservation and development .................. 45,605 57,617 25,863 39,657
Contributions  .......ccceeeviiieiiiie e 22,609 24,001 738 249
Interest on long-term debt ... 28,275 23,105 28,275 23,105
Total Governmental Activities ................ $ 931,891 $ 880,958 $ 742,727 $ 662,142

The Table 3 above indicates that the cost of services not funded with direct program revenue for governmental activities
decreased in 2014 to $662 million from $742 million in 2013 or 11% change. Because such a small portion of total costs are
supported by program revenue, the remainder of the total costs of service must be funded by general City taxes and State
aids.

Business-type Activities

The two major enterprises or business-type activities for the City of Milwaukee are Waterworks and Sewer Maintenance. The
Water Works had operating revenue of $88 million, expenses of $72 million and operating income of $16 million. The Sewer
Maintenance produced a net operating income of $36 million after operating revenue of $59 million and operating expenses of
$23 million.

Business-type revenues on Table 2 decreased by $1 million in 2014 compared to 2013, which is less than one percent. Total
expenses and transfers of all enterprise funds of the City increased from 2013 to 2014 by $8 million or 3%. Overall, 2014
year-end Total Net Position increased by $3 million to $727 million, which is less than one percent.
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Chart 2
2014 Expenses and Program Revenues - Business-type Activities
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

The City uses fund accounting consistent with finance related legal requirements and external governmental accounting
standards.

Governmental Funds

Governmental Funds are reported in the fund based financial statements with a focus on the annual inflow and outflow of
spendable resources. This information is useful in assessing resources available at the end of the year in comparison with the
succeeding year’s requirements. Types of Governmental Funds reported by the City include the General Fund, Special
Revenue Funds, Debt Service Funds and Capital Project Funds.

As the City completed 2014, its Governmental Funds (as presented in the balance sheet on Exhibit A-1) reported a combined
fund balance of $313 million, a decrease of $33 million or 10% from 2013. The Capital Projects Fund balance decreased to a
fund balance of negative $20 million. The City of Milwaukee typically borrows to fund authorized capital projects only after
expenditures for these projects. This practice minimizes City borrowing costs and facilitates compliance with Federal Internal
Revenue Service (IRS) regulations. Debt issued for capital projects totaled $92 million in 2014 compared to $83 million in
2013. The General Obligation Debt Service Fund incurred a reduction in fund balance of $2 million due to financing sources
and revenues being less than debt service expenditures and other financing uses. The General Fund increased by $8 million
to $111 million.

Chart 3 and 4 illustrate spending by function and revenues by source for all governmental funds.
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Chart 3
2014 City Spending by Function - Governmental Funds
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Revenues for governmental functions overall totaled $832 million in the fiscal year ended December 31, 2014. Expenditures
for governmental funds totaled $1.3 billion. Expenditures exceeded revenues by $460 million. Other financing sources helped
to close the gap, resulting in a net decrease in governmental fund balances of $33 million for the year compared to an
increase of $7 million in 2013. Other financing sources include, proceeds from issuance of debt, refunding payment and
issuance premiums; transfers from enterprise funds; and receipt of loans receivable transferred from the Neighborhood
Improvement Development Corporation component unit.
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Major Governmental Funds

The General Fund is the City’'s primary operating fund and the largest funding source for day-to-day services. The fund
balance of the General Fund increased by $9 million or 9%. Revenues and other financing sources totaled approximately
$811 million and expenditures and other financing uses totaled approximately $802 million - detailed in Table 4 below.
Revenues decreased by $18 million from 2013 and expenditures decreased by $50 million from 2013, with expenditures
exceeding revenues by 7%. Other Financing Sources (consisting of debt proceeds and transfers in from other funds),
exceeded Other Financing Uses (consisting of transfers out to other funds) by $52 million. This excludes the budgeted use of
funds from the fund balance. Nearly $20 million was budgeted from the fund balance to fund the 2014 General Fund budget.
This was an increase of $5 million from 2013.

Total General Fund revenues for 2014 totaled $624 million. The largest revenue category is intergovernmental at $260 million
with 42% of the total revenue. The second largest revenue source is Property Taxes with $179 million or 29%. The Charges
for Services category, which includes revenues for services provided by City departments, comprises 18% or $114 million.
These three categories combined comprise 89% of the total revenues for 2014.

The following table (Table 4) presents a summary of revenues and expenditures of the General Fund compared to prior year:

Table 4
General Fund
Summary of Revenues, Expenditures and Other Financing Sources and Uses
(Thousands of Dollars)

Revenues and Other Financing Sources Expenditures and Other Financing Uses

Revenues: 2013 2014 % Change Expenditures: 2013 2014 % Change
Property taxes ........ccccccoeene $172,594 $ 179,269 3.9% General government.......... $ 317,356  $ 262,948 -17.1%
Other taxes .........cccce... 3,544 6,091 71.9% Public safety...........cccc...... 270,680 268,426 -0.8%
Licenses and permits ............. 15,030 16,063 6.9% Public works.........cccccc........ 99,907 103,339 3.4%
Intergovernmental .................. 259,735 260,886 0.4% Health..........ccoooiiis 9,147 9,171 0.3%
Charges for services 111,881 114,743 2.6% Culture and recreation ..... 15,900 17,012 7.0%
Fines and forfeits ................... 4,492 4,587 21% Conservation and
Contributions received ........... 21,871 23,752 8.6% development ................ 3,379 3,522 4.2%
Other oo 16,978 18,796 10.7% - -

Total Revenues .................. 606,125 624,187 3.0% Total Expenditures ... 716,369 664,418 -7.3%
Other Financing Sources Other Financing Uses
Debt proceeds ..........ccocceeeene 188,860 139,948 -25.9%
Transfers in ......cccoeevcieennn. 46,247 46,912 1.4% Transfers out ................. 127,119 137,119 7.9%

Total Expenditures
Total Revenues and and other Financing
Other Financing Sources . 841,232 811,047 -3.6% USES ievreeeieane $ 843,488 $ 801,537 -5.0%

Excess of Revenues

over Expenditures ............... (110,244)  (40,231) 63.5%
Net Change in

Fund Balance ..................... $ (2,256) § 9,510 -521.5%

Beginning in 2006, the City began issuing General Obligation Cash-Flow Promissory Notes (rather than Revenue Anticipation
Notes) in advance of receipt of the State Shared Revenues. For 2014, $110 million was issued and repaid.

The City maintains two separate debt service funds. The General Obligation Debt Service Fund accounts for resources
accumulated and payments made for principal and interest on the City’s outstanding general obligation debt. The Public Debt
Amortization Fund is governed by State Statutes Section 67.101 whereby accumulated resources can be used for the
retirement of the public debt. The General Obligation Debt Service Fund decreased its fund balance by $2 million to $140
million or 2%. Total revenues of the General Obligation Debt Service increased from $99 million in 2013 to $112 million in
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2014. Revenues combined with Other Financing Sources totaled $425 million; expenditures combined with Other Financing
Uses totaled $427 million; resulting in a net decrease in Fund Balance for year end 2014 of a deficit of $2 million.

Capital Projects Funds are used to account for the financial resources segregated for the acquisition, construction, or repair of
major capital facilities other than those financed by proprietary funds. At year end, 2014 showed a negative fund balance of
$20 million (an increase in the fund balance of $24 million from 2013). In 2014, total debt proceeds amounted to $92 million
as compared to $83 million in 2013, an 11% increase. Total revenues decreased by $3 million from 2013; expenditures
increased from $98 million to $140 million or 41%. The issuance of bonds and notes during 2014 for capital purposes
combined with revenues and transfers were not sufficient to cover the current year’'s expenditures and, as a result, decreased
the year-end fund balance by $24 million to result in a fund deficit.

Proprietary Funds

The proprietary fund statements provide information on both short and long-term financial status, focusing on net position and
the change in net position as a result of operations.

At the end of the fiscal year, the total unrestricted net position for all enterprise funds was $57 million. This was a decrease
from $75 million at December 31, 2013. This decrease includes a $16 million in Water Works and decreases in the non-major
enterprise funds.

In 2014, operating revenues of the enterprise funds totaled $236 million (less than 1% increase); total operating expenses
increased $5 million to $166 million. The Water Works is the largest enterprise activity for the City, comprising approximately
37% of the total operating revenues. The Sewer Maintenance Fund comprises 25% of the total operating revenues. Both
funds primarily bill customers based on water consumption. For 2014, Water Works operating revenues increased 4% while
Sewer Maintenance operating revenues increased 3%; all other enterprise funds’ operating revenues combined decreased
about 4% compared to 2013. Water Works non-operating revenues for 2014 are mainly composed of interest income and
other miscellaneous revenues.

The Water Works incurred total expenses of $72 million for 2014 compared to $68 million for 2013. Excluding depreciation
expense, operating expenses increased over the previous year by $1.5 million. The non-operating interest expense of the
Water Works decreased $73,000 due to the scheduled principal maturing on outstanding debt.

Excluding the Water Works, total operating expenses of all other enterprises funds increased by 1% from 2013.
General Fund Budgetary Highlights

For the fiscal year ended December 31, 2014, the General Fund budgetary basis revenues were higher than budgeted
revenues by $1 million. Revenue categories for property taxes and fines/forfeitures had an unfavorable variance compared to
budget of $9 million; however, all other categories of licenses/permits, intergovernmental, charges for services and other
exceed the final budgeted amounts by $10 million. Actual 2014 revenues increased from that of the prior year by $11 million.
Intergovernmental revenues remained constant at $260 million. This category includes financing from the State for shared
taxes, local street aids, and payment for municipal services. The operating expenditures were $17 million less than budgeted.
This favorable variance is a result of mostly savings from general government departments.

The original budget for expenditures includes the adopted budget plus the encumbrances carried over from 2013 less the
encumbrances carried over to 2015. The final budget includes the original budget as defined plus appropriations authorized
for carryover from 2013 by the Common Council less those appropriations authorized for carryover to 2015. In addition,
certain appropriations are budgeted in a general non-departmental account (i.e. contingency) and are only transferred from
this account to specific departments during the year to expend after authorization by the Common Council. These
appropriation adjustments are part of the final budget. As detailed in the Required Supplementary Information Section, Exhibit
E-1 shows both the original 2014 General Fund expenditure budget of $669 million and the final budget of $673 million. This
is a 7% decrease over the final 2013 budget of $723 million. The original revenue budget totaled $611 million with the final
budget remaining approximately same. This is a less than 1% increase over the final 2013 revenue budget of $607 million.

The General Fund Schedule of Expenditures-Budget and Actual (Exhibit I-9) details current year expenditures by department.
The City’s General Fund’s beginning Fund Balance of $104 million as reported on the General Fund Statement of Revenues,
Expenditures and Changes in Fund Balance differs from the General Fund’s budgetary Fund Balance reported in the
budgetary comparison schedule by the amount of the budgeted withdrawal from the Fund Balance of $20 million.
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CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The City’s capital assets for governmental and business-type activities as of December 31, 2014 total $2.1 billion (net of
accumulated depreciation). Capital assets include land, buildings, infrastructure, improvements other than buildings,
machinery and equipment, furniture and furnishings, non-utility property, and construction in progress. The total increase in
the City’s capital assets for the current fiscal year was $117 million or 6%. Governmental activities’ capital assets increased
$77 million or an 8% increase from 2013. Business-type activities’ capital assets increased $41 million or 4% at the end of
2014. A schedule comparing the assets by type for 2013 and 2014 for both governmental and business-type activities is
depicted in Table 5 below. The net change in assets as detailed in Note 4 reports that new additions were $95 million and net
deletions were $18 million for 2014 for governmental activities. The two largest business-type activities are the Sewer
Maintenance Fund and the Water Works Fund. The Sewer Maintenance Fund had a net change in capital assets that resulted
in a net increase of $26 million. Of the Sewer Maintenance Fund’s net assets at year end, 99% relate to the sewer mains
infrastructure. Infrastructure net assets of the Water Works Fund comprise 62% of its total net assets with 28% consisting of
machinery and equipment. The total net change in all Water Works net capital assets was an increase of $16 million.

Table 5
Capital Assets
(net of depreciation)
(Thousands of Dollars)

Total
Governmental Activities Business-type Activities Primary Government
2013 2014 2013 2014 2013 2014
Capital assets not being depreciated:
Land e $ 164,660 $ 165,730 $ 19,096 $ 19,096 $ 183,756 $§ 184,826
Construction in progress 44,241 76,391 12,096 27,731 56,337 104,122
Intangible right of ways 1,342 1,342 - - 1,342 1,342
Capital assets being depreciated:
Buildings .....coooiiiiii 291,942 307,965 95,805 97,699 387,747 405,664
Infrastructure ........ccooeviiiiiiiie 1,540,926 1,605,990 967,395 1,002,751 2,508,321 2,608,741
Improvements other than
buildings  ..cvveieieee 11,909 11,909 8,025 8,150 19,934 20,059
Machinery and equipment .................... 193,770 193,790 242,638 253,901 436,408 447,691
Intangible software............cccccooeeinieenn. 2,605 2,605 - - 2,605 2,605
Nonutility property .......ccccooiiiiiiiniiiinns - - 3,654 3,654 3,654 3,654
Accumulated depreciation .................... (1,232,907)  (1,270,401) (427,429) (450,689) (1,660,336) (1,721,090)
Total oo $ 1,018,488 $1,095,321 $ 921,280 $ 962,293 $ 1,939,768 $ 2,057,614

Debt

At year-end, the City had $836 million in general obligation bonds and notes, $92 million in State loans, $95 million in revenue
bonds, and $106.7 million in extendable municipal commercial paper outstanding as itemized in Table 6.

New debt issued for general obligation bonds and notes totaled $215 million, of which $213 million is related to governmental
activities.

The City continues to maintain high investment grade ratings from the two major rating agencies. A rating of “AA” from
Standard and Poor's Corporation, and “AA” from Fitch’s Rating Agency, Inc, were received on the City’s general obligation
bonds.

The City’s gross general obligation debt per capita, excluding enterprise fund debt, was $1,081 at the end of 2013 and $1,074
at the end of 2014; a 1% decrease from the prior year. As of December 31, 2014, the City’s outstanding net general obligation
debt for governmental activities was 2.45% of the City’s total taxable value of property. (Statistical Section - Table 9) The
legal debt limit is 7% of equalized property value, including Milwaukee Public Schools debt, which also is issued by the City.
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Excluding the 2% limit on School debt, the City has a 5% legal debt limit and has used about 50% of this limit. The City issues
general obligation notes to purchase a portion of General Fund delinquent taxes. During 2014, notes were issued in the
amount of approximately $30.7 million. Collections on these taxes and related interest will be used to meet the related debt
service requirements.

Table 6
Outstanding Debt
General Obligation, Revenue Bonds and Extendable Municipal Commercial Paper

(Thousand of Dollars)
Total
Governmental Activities Business-type Activities Primary Government
2013 2014 2013 2014 2013 2014
General obligation bonds and notes
(backed by the City) ....ccoocvveiiiiiiiiiiies $ 822,046 $ 814,522 $ 39334 § 35247 $ 861,380 $ 849,769
Extendable Municipal Commercial Paper...... 46,400 41,700 45,600 65,000 92,000 106,700
State [0ans  .......oooiiiii - - 82,736 92,100 82,736 92,100
Revenue bonds (backed
by specific fee revenues) ............ccceeeee. - - 98,871 94,624 98,871 94,624
Total oo $ 868,446 $ 856,222 $ 266,541 $ 286,971 $ 1,134,987 $1,143,193

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND TAX RATE

The average unemployment rate within the City of Milwaukee for 2014 is 7.2%, compared to 8.7% for 2013. The City of
Milwaukee per capita income for the most recent fiscal year available (2013) was $41,017, compared to $40,628 for 2012.
Table 13 contains demographic and economic statistics for the last ten calendar years.

The 2015 adopted City Budget is about $1.51 billion with a General Fund budget of $734 million. The General Fund budget
increased nearly 2.2% over the 2014 budget of $718 million. In 2015, the City should expend $120 million for health insurance
and related costs compared to $110 million budgeted for 2014, an increase of 9%. The City eliminated all mandatory furlough
days for 2015.

Milwaukee City Hall is a 120 year old building built on a wood piling foundation. A portion of the wood pilings have begun to
decay and are in need of replacement. It is estimated that $60 million may be spent over the next 10 years to repair the
foundation. Actual costs could be higher or lower. Other than for preliminary engineering, no amounts have yet been
budgeted for the project and the foundation and building are currently being monitored.

The City has approved an estimated $98.8 million for Phase | of a streetcar project. Phase | includes 3.8 miles of track with a
One-Way Route Length of 2.1 miles. A federal grant of $54.9 million has been received for the project. The City has
approved $43.9 million of Tax Incremental District borrowing to fund the remaining estimated construction and equipment
costs.

Total property taxes levied for all funds of the City in 2014 for 2015 purposes increased $.13 per thousand dollars of assessed
valuation to a rate of $10.71 (1.2%). The 2013 for 2014 rate increased $.32 (from $10.25 to $10.58 or 3.2%).

The total City property tax levy increased to $256 million from $254 million in 2013. While the rate for 2014 increased, the
assessed valuation decreased 1.1%; thus providing roughly the same amount in total property tax revenue in all funds. The
property tax levy will provide $114.2 million for general City purposes in 2015. This represents an increase of $18 million in
the property tax revenue from 2014 or a 20% increase. Property Tax Levy for Employee Retirement Purposes will decrease
$7.4 million for 2015. The 2015 General City Purpose budget includes $122 million in estimated revenue for City charges for
services rendered, an increase of $5 million. A City Solid Waste Fee is the largest revenue source in this category and is
expected to generate $37 million for 2015. This fee represents 30% of the total charges for services in the 2015 budget. The
Street Sweeping-Leaf Collection and Tree Pruning Fee is expected to generate about $16 million for 2015, about a $1 million
increase over 2014. This Fee comprises 13% of the total charges for services in 2015 compared to 12% in 2014.
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Estimated General City Purposes intergovernmental revenues, primarily from the State of Wisconsin, are projected to total
$262.2 million; an increase of $2.3 million from 2014.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with an overview of the
City’s finances and to demonstrate the City’s accountability for the taxes and other funding received. If you have questions
about this report or need additional financial information, contact the City of Milwaukee, Office of the City Comptroller, City
Hall, 200 East Wells Street Room 404, Milwaukee, W1 53202.
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CITY OF MILWAUKEE
STATEMENT OF NET POSITION
December 31, 2014
(Thousands of Dollars)

Exhibit 1

Primary Government

Governmental Business-type
Activities Activities
ASSETS
Cash and investments  .......ccccooeeeeeeeeeeeeeeeeeeeeeeeen $ 312,810 $ 57,279
Receivables (net):
TAXES s 244,642 -
ACCOUNES  ooeviiiiiieieee e 44,356 43,301
Unbilled accounts ........cocoovvviieeiiiiiiiiieeeeeeeeeee, 511 18,864
Special assessments ..., 7,332 -
Notes and [0ans .........cooieeiiiiiie e 104,156 -
Accrued interest .........cccoeeeiiiiiiie 379 39
Due from component units ...........cccccooeiiiiiiiee.n. 22,764 -
Due from primary government ............ccccccoeiiiiiies - -
Due from other governmental agencies .............. 142,406 484
Inventory of materials and supplies ..................... 9,549 2,806
Inventory of property for resale ............cccccoceee. 26 -
Prepaid items ... 1,014 2,104
Other @SSetS .....ooovvvvvivieeeiiiiieiieiererenaes - 10
Total Noncapital Assets ........cccceevveiiiiinnne 889,945 124,887
Capital assets:
Capital assets not being depreciated:
Land oo, 165,730 19,096
Construction in progress ........cccccceeeeeiiininene. 76,391 27,731
Intangible right of ways ........c.cccoiiiii. 1,342 -
Capital assets being depreciated:
Buildings ...veeeeeiiiee e 307,965 97,699
Infrastructure ........oooveiiiieee e 1,605,990 1,002,751
Improvements other than buildings ............... 11,909 8,150
Machinery and equipment ... 193,790 253,901
Intangible software...........cccooiiiiiiiiii 2,605 -
Nonutility property ........ccooiiiiis - 3,654
Accumulated depreciation ..............cceccvnneennn. (1,270,401) (450,689)
Total Capital Assets ......oooovvvviiiiiiiiiiiiieiiiiieees 1,095,321 962,293
Total ASSELS  .ovvveiiiiieeee e 1,985,266 1,087,180
Deferred Outflows of Resources:
Loss on refunding..........ocooveeeeeeeeeeeeee e = 526

Component
Total Units

$ 370,089 $ 23,685
244,642 -
87,657 142
19,375 -
7,332 -
104,156 40,817
418 1,347
22,764 -

- 289

142,890 763
12,355 -

26 5,815

3,118 256

10 -
1,014,832 73,114
184,826 12,200
104,122 -
1,342 -
405,664 85,786
2,608,741 333
20,059 4,264
447,691 159
2,605 565
3,654 -
(1,721,090) (16,964)
2,057,614 86,343
3,072,446 159,457
526 -
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STATEMENT OF NET POSITION
December 31, 2014
(Thousands of Dollars)

Primary Government

Governmental Business-type Component
Activities Activities Total Units
LIABILITIES AND DEFERRED
INFLOWS OF RESOURCES
Accounts payable ..........c.cccociieiiieieeeeee e $ 49,254 $ 22,140 $ 71,394 $ 3,144
AcCrued EXPENSES  .......evvvvurerireriinieiiie e eeene 21,263 951 22,214 33
Accrued interest payable ... 9,531 1,145 10,676 -
Internal balances ...........ooooviiiiiiiiiiiiieee e, (32,197) 32,197 - -
Due to component units ... 289 10 299 -
Due to other governmental agencies ................... 1,466 - 1,466 2,581
Unearned revVENUES...........cccuueveeeeeeeiieeeeeeeeeeeeee 4,054 485 4,539
Revenue anticipation notes payable ................... 125,000 - 125,000 -
Other [iabilitieS  .......evvvveveeiiieieieieieeeieeieeanes - - - 2,759
Due to primary government:
Due withinone year .......ccccccvvvvvviiviiiiiiiieieeeeee. - - - 908
Due in more than one year ..........cccccevvvviviinnnes - - - 21,856
Long-term obligations:
Due within one year ........cccccciiiiiiiiiiiiiiiiiienen. 154,342 82,784 237,126 905
Due in more than one year ........ccccccevvvvviiiiinnnns 1,147,593 220,524 1,368,117 78,876
Total Liabilities ..........oooovviiiiiiii 1,480,595 360,236 1,840,831 111,062
Deferred Inflows of Resources:
Gain on refunding..........cccevveeeeeiiiiiie e 337 - 337 -
Subsequent years property taxes........................ 290,384 5 290,384 880
Total Deferred Inflows of Resources ............. 290,721 - 290,721 880
NET POSITION
Net investment in capital assets..............coeeeeeeee. 748,374 669,428 1,417,802 24,998
Restricted for:
DEDt SEIVICE  ..vvvvverererirerirrererersrsrerasrssssnsesnsresnnens 201,569 930 202,499 -
Other PUrPOSES  ..ooevvvieiiiiiieeieeeeeeeeeeeeeeeeeeaeees 9,747 - 9,747 12,471
Unrestricted .........oooooiiiiii e (745,740) 57,112 (688,628) 10,046
Total Net Position .........cccccevvvninininiiiiicninnnns $ 213,950 $ 727,470 $ 941,420 $ 47,515

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2014
(Thousands of Dollars)
Program Revenues
Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government:
Governmental Activities:
General government ..........cccceveveeiiieiiiieenenn. $ 249,874 $ 10,344 $ 2,207 $ -
Public safety .......cccoeeiiiiiiii 315,952 23,833 15,173 -
Public WOrks .......coooiiiieiiieeeeie e 170,054 78,520 3,440 30,315
Health ... 18,852 923 8,917 -
Culture and recreation ............ccoovvveeiiiiinenennnn. 21,503 1,114 2,318 -
Conservation and development ..................... 57,617 9 17,951 -
ContribUtioNS  ....ooeeee e 24,001 - 23,752 -
Interest on long-term debt ..............c..ooooiinl 23,105 - - -
Total Governmental Activities ................... 880,958 114,743 73,758 30,315
Business-type Activities:
Water e 72,540 88,013 - 384
Sewer Maintenance .........ccoocoeeiiiiiiiiiiieeeiis 46,840 59,121 - 275
Parking ..o 24,053 41,411 - -
Port of Milwaukee ...........oeviieiiiiieiiieeeeee 3,825 5,765 - 140
Metropolitan Sewerage District
User Charges ......oecoevveccvieeiieeeeeiiiiiieieeeeens 44 557 41,692 - -
Total Business-type Activities ................. 191,815 236,002 - 799
Total Primary Government .............cccoeeeeeiiveeennee.. $ 1,072,773 $ 350,745 $ 73,758 $ 31,114
Component units:
Redevelopment Authority ..........c.cccccveeveeennnn. $ 10,492 $ 7,012 $ 3722 $ 571
Neighborhood Improvement Development
Corporation  .......ceeeeieeiiiiiiee e 672 251 222 52
Century City Redevelopment Corporation ...... 686 272 - -
Total Component Units ........cccceeevvveiieeeiieecieeenenn $ 11,850 $ 7,535 $ 3,944 $ 623
General revenues:
Property taxes and othertaxes ...
State aids for General Fund ...........ccoiiiiiiiiiiii e
MiSCEllaNEOUS ...
TrANSTEIS oo
Total General Revenues and Transfers ............cccococviiiiiiiiiiiiieneenn.
Change in Net POSItiON  ......oooiiiiiiiiiiiee e
Net Position - BEgIiNNiNG........cccooiiiiiiiiiiieee e
Net Position - ENding ......ccccoirinnn
The notes to the financial statements are an integral part of this statement.
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Net (Expenses) Revenue and Changes in Net Position

Primary Government

Governmental Business-type

Activities Activities Total
$ (237,323) $ (237,323)
(276,946) (276,946)
(57,779) (57,779)
(9,012) (9,012)
(18,071) (18,071)
(39,657) (39,657)
(249) (249)
(23,105) (23,105)
(662,142) (662,142)
= $ 15,857 15,857
- 12,556 12,556
- 17,358 17,358
- 2,080 2,080
- (2,865) (2,865)
- 44,986 44,986
(662,142) 44,986 (617,156)
284,664 - 284,664
260,886 - 260,886
88,718 1,471 90,189
43,115 (43,115) -
677,383 (41,644) 635,739
15,241 3,342 18,583
198,709 724,128 922,837
$ 213,950 $ 727,470 $ 941,420

Component
Units

$ 813
(147)

(414)
252

1 ,105;
a5
1,357
46,158

$ 47,515
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CITY OF MILWAUKEE Exhibit A-1
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2014
(Thousands of Dollars)
General
ASSETS
Assets:
Cash @nd INVESIMENTS  .....eeeeeeeeee e $ 90,128
Receivables (net):
LI DG 156,320
Y 2XoToZ 01Ul 31 (=TT 42,607
{811 o711 IF=ToTeTo 10 o (=T 511
SPECIAl ASSESSMENTS  ...eeiiiicee e -
[\ Lo) (= 1S3r=Ta Lol (o F=1 o 1= 6
PN eTot (U L=Yo I 0] (=Y =Y AN 263
Due from Other FUNAS ...ttt e e e e e e e e e e e e s e eeaaas 64,941
Due from componENnt UNIES ...ooiiiiiiiiiiieiiieiiee ettt e eae s snanaasnsnennnnnnnnnen -
Due from other governmental agencies ... 2,885
Yo V= (g el Y o (o o 1 L= T 10 o T 6,593
Inventory of materials and sUpplies ... 9,549
Inventory of property for resSale ... 26
[ =T o =1 (o 1 (=10 0 PP UPOPPPRRRTOOt 1,014
B o] LI XCTT =) T $ 374,843
LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND FUND BALANCES
Liabilities:
ACCOUNLS PAYADIE  ...eiiiiieeiee ettt e e ans $ 31,534
ACCIUEA EXPENSES ..ottt ettt e et e e e e et eeeeeeeaeeeaeessesesssssasssssnsnsnsnsnsnsnnnnnes 21,188
(DTSN (o X o] { aT=T o 101 o £ T 1,260
Due to component UNItS ......ccccoiiiiiiiiiiiiiii i 3,
Due to other governmental agenCies .........cccuuiiiiiiiiiiiiiie e -
UNEAINEA TEVENUE. ... ... et e e e e e e e et e e e e e e e e e e e eeaeeeaaneaenaneenans 1,031
Revenue anticipation notes payable ... -
Advances from Other fUNAS  ........uvuiiiiiiiiiiiie e nnnnnn -
QI =TI I F= T o 11 (=T 55,046
Deferred INfloWS Of RESOUIMCES:........cciieiieie et e e e e e e e eeees 206,753
Fund Balances:
NONSPENAADIE ...t e e e e e e e e e e e e e e e e eaaes 17,301
RESHICIEA. ... e -
(07071 2114111 =To RO 1,587
ASSIGNEA ..o e e e e e e et —— et ee e e e e e h——aeaaaeeaeaanraaaeaaann 44 150
L0 F= T3 o LT SRR 50,006
Total FUNA BAIANCES  ......oveeeeeieiieeeeeteeeeee et asasnsssassnsssnsnsnnnnnnnnns 113,044
Total Liabilities, Deferred Inflows and Fund Balances ......cccccccccvviimmeeeeiinenes $ 374,843

The notes to the financial statements are an integral part of this statement.
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Exhibit A-1 (Continued)

General
Obligation
Debt
Service

$ 179,724

51,443

65,476

22,421
125,095

$ 444,159

$ 45

3,128

125,000

128,173

176,275

139,711

139,711

$ 444,159

Public
Debt
Amortization

$ 35,038

Capital
Projects

$ 24,072

$ 13,834

6,057
187
116

1,688

6,593
28,475

15,646

3,616

(23,665)
(20,049)

$ 24,072

Nonmajor

Governmental

Funds

$ 1,904

34,371

$ 3,841
75
22,598
69

1,350
1,335

29,268

9,342

9,747
8,489

18,236

$ 56,846

Total

$ 312,810

244,642
44,356
511
7,332
104,156
379
65,240
22,764
142,406
6,593
9,549
26
1,014

$ 961,778

$ 49,254
21,263
33,043

289
1,466
4,054

125,000

6,593
240,962

408,016

17,301
214,932

10,076
44,150

26,341
312,800

$ 961,778
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CITY OF MILWAUKEE Exhibit A-2
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2014
(Thousands of Dollars)
Fund balances - total governmental funds (Exhibit A-1) $ 312,800
Amounts reported for governmental activities in the statement of net
assets (Exhibit 1) are different because:
Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. Those assets consist of:
Land $ 165,730
Buildings, net of $104,563 accumulated depreciation 203,402
Infrastructure, net of $1,026,950 accumulated depreciation 579,040
Improvements other than buildings, net of $9,193 accumulated depreciation 2,716
Machinery and equipment, net of $128,061 accumulated depreciation 65,729
Intangible assets net of $1,634 accumulated depreciation 2,313
Construction in progress 76,391
1,095,321
Some revenues are unavailable in the funds because they are not available to pay
current period's expenditures.
Taxes to be collected 16,061
Grant revenues to be collected 6,559
Special assessments to be collected 6,702
Notes and loans receivable to repay long-term bonds and notes 88,310
117,632
Long-term liabilities are not due and payable in the current period and therefore are
not reported in the funds. Interest on long-term debt is not accrued in governmental
funds, but rather is recognized as an expenditure when due. All liabilities - both
current and long-term - are reported in the statement of net position.
Accrued interest payable (9,531)
Bonds and notes payable (856,222)
Gain on refunding (337)
Unamortized premiums (54,626)
Compensated absences (46,779)
Net other postemployment benefits obligation (316,725)
Claims and judgments (27,583)
(1,311,803)
Total net position of governmental activities (Exhibit 1) $ 213,950

The notes to the financial statements are an integral part of this reconciliation.
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CITY OF MILWAUKEE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Exhibit A-3

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2014
(Thousands of Dollars)
General
Revenues:
PrOPEIY tAXES  .oiiiiiiiitie ittt ettt ettt e e e et e et e et e e eae e e eaee e esaeeesseeanneeentaaenn e e baaeenneeraeanaeenean $ 179,269
(O[T =) (= TSP 6,091
SPECIAI ASSESSIMENTS  ...iiiiiiiiiii e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e eaaaaaan
Licenses and PErmMIitS ....cccooiiiiiiiii i 16,063
INtergoVernNMENTal ..o o et e e e e e e e 260,886
(07 g F= 1o ST (o] g T=T AV (o= RSP TTPP 114,743
FINES @NA FOITEILS  ..oeeiieeieie e e e e e et e e e e e e e e e e e e e e asaneeeennnaeees 4,587
(070] a1 (5] oTUL (0] TS L=T0T=TAVZ= o TR 23,752
(©]10 1= SRR 18,796
TOtAl REBVENUES ..ot e e e e et e e e e e e s e e s eeeeaeeenaas 624,187
Expenditures:
Current:
[C1=T LT = 1o o)V =T4 o 4 1= 0 PSPPIt 262,948
PUDIIC Safely oot 268,426
[ad 0 o] To Y 0] 1 < 103,339
[ =Y 11 R 9,171
(@10 11 (8T =3P= T Lo B =Te t=Y=1 1 (0] o [N 17,012
Conservation and develoOpmMENT ......ooooiiiiiiieeeeee ettt erarnaaanrara—a—a—aa 3,522
(07T o1 =1 I o] U1 - PP SRR Pt -
Debt Service:
Principal retirement ... -
LY (=T =] RN -
BONd ISSUANCE COSIS  ....iiiiiiiii ettt e e et e e e e e e e s e e e e e e aeeeenanas -
Total EXPenditures ..o 664,418
Excess (Deficiency) of Revenues over Expenditures ............cccccoeeveiiiiiiiieeeeeeiciiiiieeeeen (40,231)
Other Financing Sources (Uses):
General obligation bonds and NOtES ISSUEA  ..........ccoiiiiiiiiiiie e 139,948
Proceeds from debt refundings  .......ocoooiiiiiiiiiiiie e -
Loans receivable aCHVITIES  .........oiiiiiiiiiii ittt aeaaeaaeaaes -
{310 E= T g Lot = N o] =T 4110 o PRSPPIt -
L= 101 =TT TSR 46,912
=1 1SY (=T £ 1 1 AT (137,119)
Total Other Financing Sources and USES ........ccuviiiiiieiiiiiiiceee e 49,741
Net Change in Fund BalanCes ... 9,510
Fund Balances - BegiNNING ....ccccuuiiiiiiiiii ittt et e e e e e e e e e e e e e e e areaaeeeananes 103,534
Fund Balances - ENAiNG ..o e e mmn e e nn e $ 113,044

The notes to the financial statements are an integral part of this statement.
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Exhibit A-3 (Continued)

General
Obligation
Debt
Service

$ 61,807
25,520

767
16,404

7,549
112,047

385,884
37,322
447

424,087

(312,040)

70,000
41,216

(1,080)
12,783
188,912

(2,218)
309,613

(2,427)
142,138

$139,711

Public
Debt

Amortization

$ -
2,864

(6,900)
(6,900)

(1,082)
62,940

$ 61,858

Capital
Projects

$ 8,960
1,945

6,392

8,410
25,707

139,898

139,898

(114,191)

91,776

(2,022)
89,754

(24,437)
4,388

$ (20,049)

Nonmajor
Governmental
Funds

$ -

30,720

(1 ,42(;)
(44,456)
(15,156)
(14,249)
32,485

$ 18,236

Total

$ 250,036
34,475
1,945
16,063
317,987
131,147
4,587
23,752
52,464

832,456

268,263
283,599
106,779
18,088
19,330
32,583
139,898

385,884
37,322
447

1,292,193

(459,737)

332,444
41,216

(2,506)
12,783
235,824

(192,709)
427,052

(32,685)
345,485

$ 312,800
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CITY OF MILWAUKEE Exhibit A-4
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2014
(Thousands of Dollars)

Net change in fund balances - total governmental funds (Exhibit A-3) (32,685)
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of

activities the cost of those assets is allocated over their estimated useful lives and reported

as depreciation expense. This is the amount by which capital outlay ($147,165) less additions

from Construction-in-Progress ($16,988) exceeded depreciation expense ($52,330) in the

current period less loss on disposals ($1,014) 76,833

Notes and loans receivable to repay long-term bonds and notes (5,049)

Revenues in the statement of activities that do not provide current financial resources are
reported as deferred inflows in the funds.

Taxes accrued in prior years $ 153
Capital grants and contributions (1,366)
Special assessments beginning of the year $6,607 less $6,702 at year end 95

(1,118)

The issuance of long-term debt (bonds, leases) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes the
current financial resources of governmental funds. Neither transaction, however, has any
effect on net assets. Also, governmental funds report the effect of discounts, premiums and
similar items when debt is first issued, whereas these amounts are deferred and amortized in
the statement of activities. This amount is the net effect of these differences in the treatment
of long-term debt and related items.

Debt issued:
Bonds and notes issued (373,660)
Issuance premiums (12,783)
Gain on refunding (87)
Repayments:
Principal retirement 385,884
Amortization:
Premiums 13,307
Gain/Loss on refunding (180)
12,481
Under the modified accrual basis of accounting used in the governmental funds, expenditures
are not recognized for transactions that are not normally paid with expendable available
financial resources. In the statement of activities, however, which is presented on the accrual
basis, expenses and liabilities are reported regardless of when financial resources are
available. In addition, interest on long-term debt is not recognized under the modified accrual
basis of accounting until due, rather as it accrues. The adjustment combines the net changes
of the following balances.
Compensated absences 3,682
Net other postemployment benefits obligation (37,355)
Claims and judgments (1,779)
Accrued interest on bonds and notes 231
(35,221)
Changes in net position of governmental activities (Exhibit 2) $ 15,241

The notes to the financial statements are an integral part of this reconciliation.
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CITY OF MILWAUKEE
STATEMENT OF NET POSITION
ENTERPRISE FUNDS - PROPRIETARY

DECEMBER 31, 2014

Exhibit B-1

(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Funds Total
ASSETS
Current Assets:
Cash and cash equivalents ...............cccocoiiiiiiiieeeece 10,286 $ 20,258 $ 15,710 $ 46,254
Restricted cash and cash equivalents ..............cccccoeeunnne. 930 10,095 - 11,025
Receivables (net):
ACCOUNES o 16,392 15,718 11,191 43,301
Unbilled accounts ..........ooooviiiiiiiiiii 13,613 2,492 2,759 18,864
Accrued interest ... - 39 - 39
Due from other funds .......cooieeiiiieeeeeeee e, 4,089 1,486 1,007 6,582
Due from other governmental agencies ..............ccccccee... - 484 - 484
Advances to other fund ..........cccooeiiiiii e 191 - - 191
Inventory of materials and supplies ...........ccccccooiiiiiee.n. 2,572 234 - 2,806
Prepaid items ... 2,086 - 18 2,104
Other @SSELS  ..ooiiiiiiiiiiiiieieeeieeeeteeeee e eeeeeeeeeaees 10 - - 10
Total Current ASSEtS ....oeveeeiiiiiieeeeeeeeeeee e 50,169 50,806 30,685 131,660
Noncurrent assets:
Capital assets:
Capital assets not being depreciated:
Land ... 2,065 - 17,031 19,096
Construction in progress  .........cccceeeeiieeiiiiiiiiiieeeeeees 23,377 732 3,622 27,731
Capital assets being depreciated:
BUIldiNgS .. 29,055 - 68,644 97,699
Infrastructure ........ooooveieiiiieeeeeee e 369,922 614,967 17,862 1,002,751
Improvements other than buildings ............................ - - 8,150 8,150
Machinery and equipment ... 236,062 5,015 12,824 253,901
Nonutility property ... 3,654 - - 3,654
Accumulated depreciation ..........cccccieiieiiiiiiiiieee (235,376) (142,025) (73,288) (450,689)
Net Capital ASSEtS .......ccccvviiiiieiiiiiiiiiiieee e 428,759 478,689 54,845 962,293
Total Noncurrent Assets .........coooevvvveeiiiiieeeiieee, 428,759 478,689 54,845 962,293
Total ASSELS  .ovvveeeiie e 478,928 529,495 85,530 1,093,953
Deferred Outflows of Resources:
LOSS ON FefUNAING.....cvevveeeeeeeee e een e = 522 4 526
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CITY OF MILWAUKEE
STATEMENT OF NET POSITION
ENTERPRISE FUNDS
DECEMBER 31, 2014

Exhibit B-1 (Continued)

Nonmajor
Water Sewer Enterprise
Works Maintenance Funds Total
LIABILITIES
Current Liabilities:
Accounts payable ...........cccciiiiieiie e $ 6,533 $ 4,630 $ 10,987 $ 22,150
AcCrued EXPENSES  ...coiieiiiieiiieeeeeeeeeeeeeeeeeeee s 616 140 195 951
Accrued interest payable ... 154 129 165 448
Compensated abSENCES .........oeevvviviiiiiiiiiiiieeaaas 1,207 179 280 1,666
Advances from other funds ...........ccooooviiiiiiiiiiiiiiieeeee - - 191 191
Due to component Units ........cccoooeiiiiiiiiiiiii - - - -
Due to other funds ........cooiieeiiiiee e 34,865 - 3,914 38,779
UNearned reVENUE..........cceeeeeeeeeeeeeeeeeee e - 484 1 485
Extendable Municipal Commercial Paper ............ccc........... - 65,000 - 65,000
General obligation debt payable - current ......................... 2,511 703 2,171 5,385
Total Current Liabilities ........cooovveeeiiiiiiiiieeeeeeeeen 45,886 71,265 17,904 135,055
Current Liabilities Payable from Restricted Assets:
Revenue bonds payable ............cccccoviiiiiiiiiiiii e 1,335 9,398 - 10,733
Accrued interest payable .........cccccoiiiiiiiii - 697 - 697
Total Current Liabilities Payable from
Restricted ASSEtS ....oouviiiiiiiiiiiie e 1,335 10,095 - 11,430
Noncurrent Liabilities:
General obligation debt payable ..........ccccccceeeiiiiiiiiiienen. 10,197 7,984 11,733 29,914
Revenue bonds & State loans payable .............cccccceeeeenn. 9,549 172,284 - 181,833
Other post employment benefits obligation ...................... 5,059 1,957 1,761 8,777
Total Noncurrent Liabilities ......coooveeiiieiiiieiieee 24,805 182,225 13,494 220,524
Total Liabilities ....ccccoeveieieiiiiieieee 72,026 263,585 31,398 367,009
NET POSITION:
Net investment in capital assets.........ccccooeveeeieieiiii. 405,167 223,320 40,648 669,135
Restricted for Debt Service .......cccoooviiiiiiiiiiiiieee e, 930 - - 930
unrestricted  ....ooooveiiiiiiiiiie 805 43,112 13,488 57,405
Total Net Position .........ccceeiveeiiiiiiiiieccecie e e eeeeees $ 406,902 $ 266,432 $ 54,136 $ 727,470

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit B-2
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2014

(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Funds Total
Operating Revenues:
Charges for Services:
Water SAlES oo $ 72,526 $ - $ - $ 72,526
Statutory sewer user fee ... - - 40,456 40,456
Sewer maintenance fee ........ooooeiiiiiiiiiiiieeeeeeee, - 59,121 - 59,121
(=Y | N - - 12,667 12,667
Fire protection service ...........ccccccii 7,449 - - 7,449
Parking meters ... - - 4,997 4,997
Parking permits .........cooooiiiiiiiiii e - - 4,054 4,054
Vehicle toWing ..o - - 5,651 5,651
Parking forfeitures ..........ccccoiiiiiiiiie - - 19,807 19,807
OtheI e 8,038 - 1,236 9,274
Total Operating Revenues ............ccccoeiieiiiiiiies 88,013 59,121 88,868 236,002
Operating Expenses:
Milwaukee Metropolitan Sewerage District charges .. - - 39,350 39,350
Employee ServiCes .......ccccoiiiiiiiiiiiiiiaie e - 6,672 8,070 14,742
Administrative and general ... 7,858 - - 7,858
Depreciation ..........ccoociiiiiiiiieiiee e, 16,864 6,955 3,461 27,280
Transmission and distribution ........cccocovviiiiiiiiiiiiieiennnn. 23,228 - - 23,228
Services, supplies, and materials ............cccooeiiiiiinl - 9,771 20,923 30,694
Water treatment .........oooiiiiniii e 13,288 - - 13,288
Water pumMpINg  ...ooooiiiiiiieee e 7,492 - - 7,492
Billing and collection ..........ccccoiieeiiiiiiie e 2,903 - - 2,903
Total Operating Expenses ..........cccccoeiiiiiiniiieenn. 71,633 23,398 71,804 166,835
Operating INCOME ......ccooviiiiiiiiiieee e 16,380 35,723 17,064 69,167
Nonoperating Revenues (Expenses):
Investment iNCOME  ........oooovvieiiiiiieeeeeeeeeeeeeeeeeeee 7 4 - 11
Grant FEVENUE  .......uuiieiiieeeeeeeeee e - 263 140 403
Interest eXpense .......ccveeeiiiiiiiii e (907) (5,752) (631) (7,290)
Other e 286 (17,690) 1,174 (16,230)
Total Net Nonoperating Revenues (Expenses) .... (614) (23,175) 683 (23,106)
Income before Contributions and Transfers............ 15,766 12,548 17,747 46,061
Capital contributions ..........ccccceiiiiiiii 384 12 - 396
Transfers N .ooooooeeieeieeeeeeeeeeeeeeeeee s - - 571 571
Transfers out ......cooooeeeiiiiiii (12,397) (7,709) (23,580) (43,686)
Change in Net Position  ........ccoccieeiiiiiiiiiceeeee 3,753 4,851 (5,262) 3,342
Total Net Position - Beginning............ccooieiiieiiiiiiiieeee. 403,149 261,581 59,398 724,128
Total Net Position - ENding ......ccccoeevverreeruesersessereenaenns $ 406,902 $ 266,432 $ 54,136 $ 727,470

The notes to the financial statements are an integral part of this statement.




CITY OF MILWAUKEE Exhibit B-3
STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2014
(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Funds Total
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and users ............ccccccceeeeennn. $ 81,789 $ 58,752 $ 89,869 $ 230,410
Receipts from interfund services provided ...................... 53317 - - 5,337
Payments to suppliers ... (29,772) (7,545) (60,277) (97,594)
Payments to employees ........cccccooiiiiiiiiiiiiiiiieeeee (20,872) (6,798) (8,100) (35,770)
Payments from other funds ............ccoiiii - - 2,003 2,003
Payments to other funds ...........cccoviiiiiiiiiiii s 14,777 - 58 14,835
Net Cash Provided by Operating Activities...................... 51,259 44,409 23,553 119,221
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Miscellaneous nonoperating revenue ...........ccccveeveeeeenns 286 267 101 654
Other nonoperating EXpPENSES .........cccccvvveveeeeeeieiiiiieeeennn. - (17,694) 571 (17,123)
Transfers to other funds ... (12,397) (7,709) (23,580) (43,686)
Net Cash Used by Noncapital Financing
ACHVILIES oo (12,111) (25,136) (22,908) (60,155)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Proceeds from sale of bonds and notes ...........cccccceeeee... 1,312 49,722 1,785 52,819
Acquisition of property, plant, and equipment ................ (32,944) (33,149) (1,765) (67,858)
Retirement of bonds, notes, and revenue bonds ............. (4,385) (24,354) (3,650) (32,389)
Interest paid .....ooooiiiiii (986) (6,471) (649) (8,106)
Other e - - 1,174 1,174
Net Cash Used for Capital and
Related Financing Activities ........cccccceeiiiiiiiieeecenin, (37,003) (14,252) (3,105) (54,360)
CASH FLOWS FROM INVESTING ACTIVITY:
Investment income ... 8 4 - 12
Net Increase (Decrease) in Cash and Cash
Equivalents .......ccooiii e 2,153 5,025 (2,460) 4,718
Cash and Cash Equivalents - Beginning ........cccccceeeeviiinnns 9,063 25,328 18,170 52,561
Cash and Cash Equivalents - Ending ........cccccevciemeiennans $ 11,216 $ 30,353 $ 15,710 $ 57,279

52




CITY OF MILWAUKEE
STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2014

Exhibit B-3 (Continued)

(Thousands of Dollars)
Nonmajor
Water Sewer Enterprise
Works Maintenance Funds Total
Cash and Cash Equivalents at Year-End Consist of:
Unrestricted Cash .......cooceeiiiiiiiiiiiecie e 10,286 $ 20,258 $ 15,710 $ 46,254
Restricted Cash .......ccooiiiiiiiiie e 930 10,095 - 11,025
11,216 $ 30,353 $ 15710 $ 57,279
RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating INCOME  .....ocveeiiiieeeeeceeeee e 16,380 $ 35,723 $ 17,064 $ 69,167
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation  ........ccccoeiiieiiieiiie e 16,864 6,955 3,461 27,280
Changes in assets and liabilities:
Receivables ... (1,195) (1) 1,001 (195)
Due from other funds ..........cccccoiiiiiiiiiiis 20,519 (368) (130) 20,021
INVeNtories ... 78 (75) - 3
Prepaid items ... (1,375) 1 - (1,374)
Other assets  ......oooiiiiiiiii e (1) - - (1)
Accounts payable ... 413 2,300 101 2,814
Accrued liabilities .......ccocoeiiiiiiiii (825) (274) (243) (1,342)
Net other postemployment benefits obligation 401 148 109 658
Due to other funds .........ccoooeeeiiiiiiiieeee e - - 2,191 2,191
Unearned revVeNUE ..........ccccvveeveeeeeeiiiiieiieeeeeeins - - (1) (1)
Net Cash Provided by Operating Activities ...........cccccccueenn. 51,259 $ 44,409 $ 23,553 $ 119,221

Non-cash Activities:

During the year, water mains and related property, installed by others were deeded to the Water Works

in the amount of $383,727.

During the year, the Sewer Maintenance Fund removed infrastructure assets costing $191,790 with a net value of $0,

and received donated assets in the amount of $12,000.

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
DECEMBER 31, 2014

Exhibit C-1

(Thousands of Dollars)
Pension
and Other
Employee Private-
Benefit Purpose Agency
Trusts Trusts Funds
ASSETS
Cash and investments..........ocoeveveeeeeeeieee $ 1,216 $ 2,993 $ 229,928
Total ASSets .....ccccevviiiiiiiiiiicciiee 1,216 2,993 $ 229,928
LIABILITIES
Liabilities:
Accounts payable ............cccceeiiieeiieiiieees $ 387 $ 105 $ 1,518
Due to other governmental agencies ........... - - 228,410
Total LiabilitieS  ..covveveeeeeeeeeeeeeeee e 387 105 $ 229,928
Net Position Held In Trust For:
Employees' pension benefits
and other pUrpoSes .......cccccevvevveeeeeeieannns $ 829 $ 2,888

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

Exhibit C-2

FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2014
(Thousands of Dollars)
Pension
and Other
Employee Private-
Benefit Purpose
Trusts Trusts
Additions
Contributions:
Plan MEMDEIS ..ot $ 3,213 $ -
Private donations ........coooueiiiiee s - 1,816
Total ContribUtIONS  ...eeeeiiiieeeee e 3,213 1,816
Investment earnings:
Net appreciation in
fair value of investments, dividends and interest .................. - 6
B 0] 2= 1I7ANG [0 11110 o =N 3,213 1,822
Deductions
BeNEitS o 3,224 -
Fees remitted from Trust .......cooueiiiiii e - 1,560
(O] (o= R - 227
B o) = 1B B L=Yo (1 o3 1[0 o T 3,224 1,787
Change in Net PoSition .........ccccooviiiiieeiiiiieieee e, (11) 35
Net Position - BEgINNING  ........oooiiiiiiiiieec e 840 2,853
Net Position - ENING  ..oooieiiiiiieieeiiiee e $ 829 $ 2,888

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit D-1
COMBINING STATEMENT OF NET POSITION
COMPONENT UNITS
DECEMBER 31, 2014
(Thousands of Dollars)
Neighborhood Century
Improvement City
Redevelopment Development Redevelopment
Authority Corporation Corporation Total
ASSETS
Current Assets:
Cash and investments...........cccoveeeeeeeieeccieen.. $ 6,276 $ 1,366 $ 211 $ 7,853
Restricted cash and investments ................... 15,319 818 - 15,832
Receivables (net):
ACCOUNES ..o 81 55 6 142
Notes and loans 40,015 802 40,817
Accrued interest 1,174 173 - 1,347
Due from primary government ....................... 289 - - 289
Due from other governmental agencies ......... 763 - - 763
Inventory of property for resale 4,942 873 - 5,815
Prepaid items ......ccccoeiiiiiiiieeee 241 - 15 256
Total Noncapital Assets ........ccccceeeeinnnee 69,100 3,782 232 73,114
Capital assets:
Capital assets not being depreciated:
Land and land improvements ................... 11,091 - 1,109 12,200
Construction in progress ........cc.cccceeeieenne - - - -
Capital assets being depreciated:
BuildingS  ..oooiiiiiiee e 75,621 - 10,165 85,786
Infrastructure ... 333 - - 333
Improvements other than buildings .......... 4,264 - - 4,264
Machinery and equipment ........................ 6 - 153 159
Intangible assets........ccccceeevviiiiiiiee e 565 - - 565
Accumulated depreciation ............ccceeee (15,834) - (1,130) (16,964)
Total Capital Assets, Net of Depreciation 76,046 - 10,297 86,343
Total Assets ......occoeveveiiiiiieiieee, 145,146 3,782 10,529 159,457
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CITY OF MILWAUKEE Exhibit D-1 (Continued)
COMBINING STATEMENT OF NET POSITION
COMPONENT UNITS
DECEMBER 31, 2014
(Thousands of Dollars)

Neighborhood Century
Improvement City
Redevelopment  Development Redevelopment
Authority Corporation Corporation Total
LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION
Current Liabilities:
Accounts Payable .........cccooiiiiiiieee e $ 3,081 $ 21 $ 42 $ 3,144
ACCIUEd EXPENSES  .ooieiiiiciiiiiiiieee e e e et e e e e e e e s e e e e e e e annneeeas 2 13 18 33
Due to other governmental agencies ...........cccccccceeeeveicinennnn.. 2,372 - 209 2,581
Other lIabiliIes  .....c.eiiiieiiiiiie e 2,307 452 - 2,759
Total Current Liabilities ..........oooiiiiiiiiiiiiii e, 7,762 486 269 8,517
Due to primary government:
Due within One year .......cccccevvveiiiiiiiiiiieee e 883 25 - 908
Due in more than one year .........cccccceeeiiiiiiiieeeeeiiiiieeeee e 21,856 - - 21,856
Total Due to Primary Government ..........cccccooociieeeeenniiinnns 22,739 25 - 22,764

Long-term obligations:

Due withinone year ........cccccccoeeeiiiiiiiiieeee e, 755 150 - 905
Due in more than one year 59,996 30 18,850 78,876
Total Noncurrent Liabilities .............cccccvvviiiiiiiiiiiiiiiiinns 60,751 180 18,850 79,781
Total Liabilities .......eevviiiiiiiiiiiieeeeeceeee e 91,252 691 19,119 111,062

Deferred Inflows of Resources:
Unavailable reVeNUE...............uuuueiiiieeece e 637 243 - 880
Total Deferred Inflows of Resources...............cccooooeeeeeiil 637 243 - 880
Total Liabilities and Deferred Inflows of Resources ........ 91,889 934 19,119 111,062

NET POSITION:

Net investment in capital assets 26,051 - (1,053) 24,998
R (] o7 (=T ISR 11,414 1,057 - 12,471
UNrestricted  .....oooveiiiieeeee e 15,792 1,791 (7,537) 10,046
Total Net PoSition .......cccccceeeiieeiccceeeee e e e e $ 53,257 $ 2,848 $ (8,590) $ 47,515

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit D-2
COMBINING STATEMENT OF ACTIVITIES

COMPONENT UNITS
FOR THE YEAR ENDED DECEMBER 31, 2014
(Thousands of Dollars)
Program Revenues
Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Redevelopment Authority
Prevention and elimination of blight ...................... $ 10,492 $ 7,012 $ 3,722 $ 571
Neighborhood Improvement Development Corp.
Housing improvements .........ccccoccoveviieiiiee e 672 251 222 52
Century City Redevelopment Corporation
Rental inCome .........cceiiiiiiiiiii 686 272 - -
Total Component Units .........cccccveeveiieieciecienenee. $ 11,850 $ 7,535 $ 3,944 $ 623

General revenues:
MiISCEIIANEOUS  ...oooiiiiieee e

Total General REVENUES  ........ccoccuiiiieeeiicieeeeceee e

Change in Net Position ..........ccooiiiiiiiieee e

Net Position - Beginning, as restated (note 1W).........cccooecvveeiieeeiinnn.

Net Position - ENAING  ....ooviiiiieiiie e

The notes to the financial statements are an integral part of this statement.
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Exhibit D-2 (Continued)

Net (Expense) Revenue
and Changes in Net Position

Redevelopment
Authority

$ 813

813

{85

735

1,548

51,709

$ 53,257

Neighborhood Century
Improvement City
Development Redevelopment
Corporation Corporation Total
$ = $ = $ 813
(147) - (147)
- (414) (414)
(147) (414) 252
370 - 1,105
370 - 1,105
223 (414) 1,357
2,625 (8,176) 46,158
$ 2,848 $ (8,590) $ 47,515
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements have been prepared in conformity with U.S. generally accepted accounting
principles as prescribed by the Governmental Accounting Standards Board (GASB). The following is a summary of the
significant accounting policies.

A. Reporting Entity

The City of Milwaukee (the “City”) was incorporated on January 31, 1846, and operates under a Council-Mayor form of
government. These financial statements present the City (the primary government) and other organizations, including
component units, for which the nature and significance of their relationship with the primary government are such that their
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete. The component units
discussed below are legally separate organizations for which the elected officials of the City are accountable. The City is
considered financially accountable if it appoints a voting majority of the organization’s governing body and is able to impose
its will on the organization, or there is a potential for the organization to provide specific financial benefits to or burdens on the
City. The City may be financially accountable if an organization is fiscally dependent on the primary government.

Discretely Presented Component Units

The component units columns in the government-wide financial statements include the financial data of the City’'s component
units. They are reported in a separate column to emphasize that they are legally separate from the City. The City has the
following discretely presented component units:

Redevelopment Authority - The Redevelopment Authority of the City of Milwaukee (RACM) is responsible for activities
related to the prevention and elimination of blighted conditions in the City. The City appoints all members of the Board
and approves the budget.

Neighborhood Improvement Development Corporation - The Neighborhood Improvement Development Corporation
(NIDC) is a nonprofit organization established to promote reinvestment in both housing and commercial structures within
the City. NIDC programs encourage private lending institutions and property owners to make improvements to the
community’s homes and businesses. Corporate officers of NIDC are provided by the City and daily operations are
managed by City employees.

Century City Redevelopment Corporation - The Century City Redevelopment Corporation (CCRC) is a nonprofit
organization created to perform redevelopment activities within the City. CCRC is managed by a Board of Directors made
up of members from City government and employee services are provided by the Redevelopment Authority through a
cooperation agreement.

Financial statements of the individual component units can be obtained from their respective administrative offices.
Addresses of the component units are as follows: RACM, 809 North Broadway, 3" Floor, Milwaukee, Wisconsin 53202;
NIDC, 841 North Broadway, 3 Floor, Milwaukee, Wisconsin 53202; and CCRC, 841 North Broadway, 2nd Floor,
Milwaukee, Wisconsin 53202.

The basic financial statements exclude the accounts of the Housing Authority of the City of Milwaukee (HACM), Milwaukee
Economic Development Corporation (MEDC), Wisconsin Center District, Milwaukee Public Schools, the Milwaukee
Metropolitan Sewerage District, World Festivals Inc. (“Summerfest”) and the Employes’ Retirement System of the City of
Milwaukee, because these entities do not meet the criteria established by GASB Statement 61 as component units of the
City. The Milwaukee Metropolitan Sewerage District (MMSD) is a special purpose municipal corporation created to provide
sewerage treatment services in the Milwaukee metropolitan area. The City is responsible for paying usage charges within its
jurisdiction. These amounts, in turn, are billed by the City to its water customers. The City has no equity interest in MMSD.
Financial statements for MMSD can be obtained from its administrative office.

62




CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Related Organizations
Housing Authority of the City of Milwaukee

The Housing Authority of the City of Milwaukee (HACM) is responsible for the construction and management of safe,
affordable, and quality housing with services that enhance residents' self-sufficiency.

The Housing Authority is governed by a seven member Board of Commissioners who are appointed by the Mayor and
confirmed by the Common Council. The City is not legally obligated for any of HACM obligations or debt.

Milwaukee Area Workforce Investment Board

The Milwaukee Area Workforce Investment Board (MAWIB) was established to provide job training, employment services,
and workforce development within Milwaukee County. MAWIB acts as the recipient, dispenser, and administer of funding
provided under the Workforce Development Act for Milwaukee County.

The Governor designated the Mayor of the City of Milwaukee as Milwaukee County’s chief local elected officer for the
Workforce Investment Act of 1998. The directors of the MAWIB are appointed by the Mayor in accordance with the
Workforce Investment Act. The City is not legally obligated for any of MAWIB obligations or debt. The City is not entitled to
access funds of the MAWIB.

B. Basis of Presentation

Government-wide Statements. The government-wide statement of net position and statement of activities report the overall
financial activity of the City, excluding fiduciary activities. Eliminations have been made to minimize the double-counting of
internal activities of the City. These statements distinguish between the governmental and business-type activities of the City.
Governmental activities generally are financed through taxes, intergovernmental revenues, and other nonexchange
transactions. Business-type activities are financed in whole or in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues for the different business-
type activities of the City and for each function of the City’s governmental activities. Direct expenses are those that are clearly
identifiable with a specific function. Program revenues include (a) fines, fees, and charges paid by the recipients of goods or
services offered by the programs and (b) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues, including all taxes, are
presented as general revenues.

Fund Financial Statements. The fund financial statements provide information about the City’s funds, including fiduciary
funds. Separate statements for each fund category—governmental, proprietary, and fiduciary are presented. The emphasis
on fund financial statements is on major governmental and enterprise funds, each displayed in a separate column. All
remaining governmental and enterprise funds are aggregated and reported as nonmajor funds.

Proprietary fund operating revenues and expenses are a result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. Operating expenses for proprietary funds include the cost
of rents, sales and services, administrative expenses, and depreciation on capital assets. All expenses not meeting these
criteria are reported as nonoperating expenses. Nonoperating revenues, such as subsidies and investment earnings, result
from nonexchange transactions or ancillary activities.

The City reports the following major governmental funds:

General Fund — The General Fund is used to account for all financial resources, except those required to be accounted
for in another fund.

General Obligation Debt — This fund accounts for the resources accumulated and payments made for principal and
interest on the City’s outstanding long-term general obligation debt.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Public Debt Amortization — This fund accounts for one-third of all interest on general City investments and interest on
Fund investments for the retirement of debt. The Public Debt Amortization Fund is governed by Section 67.101 of the
Wisconsin Statutes for the retirement of the public debt. See Note 7 for further discussion.

Capital Projects Fund — The Capital Projects Fund is used to account for the financial resources segregated for the
acquisition or construction of major capital expenditures other than those financed by proprietary funds.

The City reports the following major enterprise funds:

Water Works — All activities necessary to provide water services to residents of the City and outlying areas. Fund
activities include administration, billing and collection, operations, maintenance and financing.

Sewer Maintenance — This fund accounts for the maintenance of the City’'s sewer system. Wisconsin State Statutes
Section 66.0821, permit municipalities to implement sewer fees to recover the costs of operation, maintenance, repair,
and depreciation of sewer collection and transportation facilities. Sewer maintenance costs are recovered through a user
fee rather than through the property tax.

Additionally, the City reports the following fiduciary fund types:

Pension and Other Employee Benefit Trusts — This fund accounts for resources for employee flexible spending
plans.

Private Purpose Trust — These funds account for resources legally held in trust for use by various individuals,
governmental entities, and nonpublic corporations. All resources of these funds, including any earnings on
invested resources, may be used to support each trust’s initiatives.

Agency — These funds account for taxes and deposits collected by the City, acting in the capacity of an agent, for
distribution to other governmental units or designated beneficiaries.

C. Basis of Accounting — Measurement Focus

The government-wide, proprietary, and fiduciary fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded
at the time liabilities are incurred, regardless of when the related cash flow takes place. Non-exchange transactions, in which
the City receives value without directly giving equal value in return, include property tax revenue, grants, and other
contributions. On an accrual basis, revenue from property taxes is recognized in the period for which the levy is intended to
finance, which is the year after the taxes are levied. Taxes levied in 2014 that will be collected in 2015 are recorded as
receivable and deferred inflows of resources. Deferred inflows of resources arises when assets are recognized before
revenue recognition criteria have been satisfied. Revenue from grants and other contributions are recognized in the year in
which all eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which specify the
year when the resources are required to be used or the fiscal year when use is first permitted; matching requirements, in
which the City must provide local resources to be used for a specified purpose; and expenditure requirements, in which the
resources are provided to the City on a reimbursement basis.

Governmental funds are reported using the current financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the City considers revenues, excluding property taxes, to be available if they are collected within 90 days of
the end of the current year. Property taxes are considered to be available if they are collected within 60 days of the end of the
current year. Expenditures generally are recorded when the liability is incurred, as under accrual accounting. However,
principal and interest on general long-term debt, claims and judgments, and compensated absences are recorded only when
payment is due. General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are reported as other financing sources.

Significant revenue sources, which are susceptible to accrual include property taxes, state shared revenues, grants,
contributions, and interest. All other revenue sources including licenses, permits, fines, and forfeits are considered to be
measurable and available only when cash is received.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

D. Cash and Cash Equivalents

For purposes of the statements of cash flows, all highly liquid investments (including restricted cash and investments)
purchased with a maturity of three months or less are considered to be cash equivalents. The City manages a cash and
investment pool to maximize return on funds while providing liquidity to meet day-to-day obligations. Each fund’s equity in the
City’s investment pool is considered to be a cash equivalent, since the funds can deposit or effectively withdraw cash at
anytime without prior notice or penalty.

E. Investments

Investments, primarily consisting of fixed income securities, are reported at fair value based on quoted market prices.
Commercial paper, which is short term, defined as having an original maturity of one year or less, and highly liquid is carried
at amortized cost. Investment transactions are recorded on the trade date. Under Wisconsin Statutes, one-third of all
interest on pooled cash and investments is allocated to the Public Debt Amortization Fund. The remaining two-thirds are
credited to the General Fund. Each fund type’s portion of pooled cash and investments is included in the cash and cash
equivalents line on the Statement of Net Position/Balance Sheet.

Wisconsin Statutes permit the City to invest funds not immediately needed in any of the following:

Time deposits maturing within three years in any credit union, bank, savings bank, trust company, or savings and loan
association, which are authorized to transact business in the State of Wisconsin.

Bonds or securities issued or guaranteed by the Federal government.

Bonds or securities of any county, city, drainage district, technical college district, village, town, or school district of the
State of Wisconsin, as well as bonds issued by a local exposition district, a local professional baseball park district, the
University of Wisconsin Hospitals and Clinics Authority or the Wisconsin Aerospace Authority.

Local Government Investment Pool - Investment Fund of the State of Wisconsin. The Local Government Pooled
Investment Fund is an external investment pool administered by the State of Wisconsin. The fair value of the City’s
investment in the fund is the same as the value of the pooled shares. Although not subject to direct regulatory oversight,
the fund is administered in accordance with the provisions of Section 25.50 of the Wisconsin Statutes.

Repurchase agreements with public depositories, if the agreement is secured by federal bonds or securities.

Any security that matures or that may be tendered for purchase at the option of the holder within not more than seven
years of the date on which it is acquired, if that security has a rating, which is the highest or second highest rating
category assigned by Standard & Poor’s Corporation, Moody’s Investors Service, Inc., or other similar nationally
recognized rating agency or if that security is senior to, or on a parity with, a security of the same issuer which has such a
rating.

Securities of open-end management investment companies or investment trusts (mutual funds) if the portfolio is limited to
(a) bonds and securities issued by the federal government or a commission, board, or other instrumentality of the federal
government, (b) bonds that are guaranteed as to principal and interest by the federal government or a commission,
board, or other instrumentality of the federal government, and (c) repurchase agreements that are fully collateralized by
these bonds or securities.

F. Property Taxes

Property taxes are recorded as receivables and deferred inflows in the taxing fund in the year levied because the taxes are
restricted to funding the succeeding year’s budget appropriations. Property tax payments received prior to year-end are also
reflected in the taxing fund. Property taxes are recognized in the appropriate funds as revenues in the succeeding year when
they are collected and available to finance City services. If not collected at year-end, the delinquent property taxes are
reflected as receivables and deferred inflows. Delinquent property taxes and related interest are recognized as revenues
when collected.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

The allowance for uncollectible property taxes is based on an analysis of the delinquent property taxes and, in management’s
judgment, represents an amount adequate to provide for potential uncollectible taxes. The allowance is increased by
provisions charged against revenues and is reduced by taxes receivable written off.

The City, through its Special Revenue Fund - Delinquent Tax, issues general obligation short-term promissory notes to
finance the purchase of the most recent delinquent taxes from its General Fund. Collections on these delinquencies are used
for the associated debt service requirements.

G. Accounts Receivable

Accounts receivables are presented net of allowances. The amount of the General Fund allowance as of December 31, 2014
is approximately $1,898,000.

Delinquent accounts for business type activities are presented in accounts receivable net of allowances. The amounts of the
Water, Sewer, and Non-major enterprise fund allowances as of December 31, 2014 were approximately $594,000, $432,000,
and $1,341,000 respectively.

H. Unbilled Services

Unbilled water and sewer services at year-end are recognized as revenues and receivables in the accompanying financial
statements.

l. Special Assessments

Special assessments consist of capital projects constructed through non-special assessment debt. In governmental fund
financial statements, special assessments are recorded as receivables and deferred revenues when the related capital
outlays are made and are recorded as revenues when due and payable. In the government-wide financial statements,
special assessments are recorded as receivables and capital contribution revenue when the capital outlays are made. All
special assessments are due when billed and may be paid on an installment basis with interest. Special assessment
receivables that become delinquent are added to the general tax roll. The method of enforcing collections is the same as for
general city taxes with like force and effect.

J. Notes and Loan Receivables

The General Fund, the Special Revenue Fund - Community Development Block Grant, and Neighborhood Improvement
Development Corporation hold notes and loans receivable from individuals, small businesses, and corporations in the
Milwaukee area that are secured by primary or secondary security interests in real estate or other assets. The City
periodically analyzes the collectibility of the notes and loans that are not insured and provides allowances as considered
necessary. The amount of the allowance in the nonmajor governmental fund is approximately $27,930,000 as of December
31, 2014.

The City creates tax incremental districts (TID) to issue debt to fund redevelopment projects. Pursuant to a cooperation
agreement between the City, the Redevelopment Authority of the City of Milwaukee (Authority), and the Milwaukee Economic
Development Corporation (Corporation), the City provides the Authority and the Corporation with the funds necessary to carry
out the loan to a private developer to finance the redevelopment projects. Loan repayments to the Authority and the
Corporation from the private developer, including interest income as well as other project income, are transferred to the City
until the City’s loan has been repaid or the TID expires. The City reflects these loans as notes receivable and deferred
inflows in governmental fund financial statements based on an amount estimated to be repaid from the Authority and the
Corporation.

K. Inventories
Inventories of materials and supplies are stated at moving average cost, based upon perpetual recordkeeping systems and

periodic cycle counts of quantities on hand. Inventories of governmental funds are recorded as expenditures when consumed
rather than when purchased therefore inventories are classified as non-spendable in fund balance.

66




CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

L. Prepaid Items

Cash payments benefiting future periods have been recorded as prepaid items. They will be reflected as expenditures or
expenses when incurred in the subsequent year and are classified as non-spendable in fund balance.

M. Capital Assets

Capital assets, which include property, plant, and equipment, and infrastructure, are reported at cost or estimated historical
cost. Contributed assets are reported at estimated fair value at the time received. General infrastructure assets, such as
roads, bridges, curbs, gutters, streets, sidewalks, and drainage and lighting systems, acquired prior to January 1, 2002 are
reported at estimated historical cost using deflated replacement cost. Capital assets are depreciated using the straight-line
method. The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset’s
lives are not capitalized.

Major capital outlays for capital assets of business-type activities are included as part of the capitalized value of the assets
constructed. Interest expenses incurred during construction were not capitalized as part of the additions to capital assets.

Capitalization thresholds and the estimated useful lives for the City and component units are as follows:

Capitalization Estimated

Capital Asset Category Threshold Useful Life

Infrastructure $ 5,000 5-50 years
Land 5,000 N/A
Land Improvements 5,000 N/A
Intangible right of ways 5,000 N/A
Site Improvements 5,000 3-50
Buildings 5,000 10-60
Building Improvements 5,000 10-45
Machinery and equipment 5,000 3-25
Works of Art, Historical Treasures 5,000 N/A
Intangible software 100,000 5-20

N. Pension Contributions

The employer's share of the annual contribution is recorded in the proprietary funds and government-wide financial
statements as an expense when the liability is incurred and in the governmental funds as expenditure when the liability is
liquidated with expendable available financial resources.

0. Compensated Absences

The liability for compensated absences reported in the government-wide, proprietary, and fiduciary fund financial statements
consists of unpaid, accumulated vacation, and sick leave balances. The liability has been calculated using the vesting
method, in which leave amounts for both employees who currently are eligible to receive termination payments and other
employees who are expected to become eligible in the future to receive such payments upon termination are included. The
liability has been calculated based on the employees’ current salary level and includes salary related costs (e.g., social
security and Medicare tax). A liability for these amounts is reported in governmental funds only if they have matured, for
example, as a result of employee resignations and retirements.

City employees accrue sick leave in accordance with labor agreements or Section 350-37 of the Code of Ordinances.
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P. Claims and Judgments

The liability for claims and judgments is reported in the government-wide, proprietary, and fiduciary fund financial statements
when they are both probable and estimable. A liability for claims and judgments is reported in governmental funds only if they
have matured (i.e., are due). The City accrues environmental remediation obligations when related liabilities are probable
and reasonably estimable. These accruals generally are recognized no later than completion of a remedial feasibility study
and are adjusted as further information develops or circumstances change. Costs of future expenditures for environmental
remediation obligations are not discounted to their present value.

Q. Debt Premiums, Discounts, and Issuance Costs

In the government-wide and proprietary fund financial statements, debt premiums and discounts are deferred and amortized
over the life of the debt using the effective interest method. Long-term debt payable are reported net of the applicable debt
premium or discount. Debt issuance costs are expensed in the current period.

In the fund financial statements, governmental fund types recognize debt premiums and discounts, as well as debt issuance
costs, during the current period. The face amount of debt issued is reported as other financing sources. Premiums on debt
issuance are reported as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.
The City records premiums for governmental fund types in the General Obligation Debt Service Fund.

Advance Refundings of Debt

In the government-wide and proprietary fund financial statements, gains and losses from advance refundings of debt resulting
in defeasance are deferred and amortized as a component of interest expense over the shorter of the remaining life of the old
debt or the life of the new debt using the effective interest method.

R. Fund Balance-Governmental Funds
The fund balances of the governmental funds are classified as follows:

Non-spendable — Amounts that cannot be spent either because they are in non-spendable form or because they are
legally or contractually required to be maintained intact.

Restricted — Amounts that can be spent only for specific purposes because of constitutional provisions or enabling
legislation or because of constraints that are externally imposed by creditors, grantors, contributors, or the laws or
regulations of other governments.

Committed — Amounts that can be used only for specific purposes determined by a formal action of the City’'s Common
Council. The Common Council is the highest level of decision-making authority for the City. Commitments may be
established, modified, or rescinded only through ordinances or resolutions approved by the Common Council.

Assigned — Amounts that do not meet the criteria to be classified as restricted or committed but that are intended to be
used for specific purposes. It is the policy of the City that the City Comptroller will have the authority to assign funds
intended for a specific purpose but have not received formal approval by the Common Council. The Comptroller will
record funds as assigned fund balance based on intentions for use of the funds and can redeploy assigned resources to
an alternative fund balance category based on intended use of the funds.

Unassigned — All other spendable amounts.
When expenditure is incurred for purposes for which restricted, committed, assigned, or unassigned amounts are available, it

shall be the policy of the City to consider restricted amounts to have been reduced first followed by committed, assigned and
then unassigned fund balance unless the order of fund balance usage is dictated by legal, borrowing or other requirements.
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S. Net Position
In the government-wide and proprietary fund financial statements, net position is displayed in three components as follows:

Net Investment in Capital Assets — This consists of capital assets, net of accumulated depreciation, less the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

Restricted — This consists of net assets that are legally restricted by outside parties or by law through constitutional
provisions or enabling legislation. When both restricted and unrestricted resources are available for use, generally it is
the City’s policy to use restricted resources first, then unrestricted resources when they are needed.

Unrestricted — This consists of net assets that do not meet the definition of “restricted” or “Net investment in capital
assets.”

T. Interfund Transactions
The City has the following types of interfund transactions:

Loans — amounts provided with a requirement for repayment. Interfund loans are reported as interfund receivables (i.e.
due from other funds) in lender funds and interfund payables (i.e. due to other funds) in borrower funds. The noncurrent
portions of long-term interfund loans receivable are reported as advances.

Services provided and used — sales and purchases of goods and services between funds for a price approximating their
external exchange value. Interfund services provided and used are reported as revenues in seller funds and expenditures
or expenses in purchaser funds. Unpaid amounts are reported as interfund receivables and payables in the fund balance
sheets or fund statements of net position.

Reimbursements — repayments from the funds responsible for particular expenditures or expenses to the funds that
initially paid for them. Reimbursement is reported as expenditures in the reimbursing fund and as a reduction of
expenditures in the reimbursed fund.

Transfers — flows of assets (such as cash or goods) without equivalent flows of assets in return, including payments in
lieu of taxes, and without a requirement for repayment. In governmental funds, transfers are reported as other financing
uses in the funds making transfers and as other financing sources in the funds receiving transfers. In proprietary funds,
transfers are reported after nonoperating revenues and expenses.

uU. Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

V. New Accounting Pronouncements

During 2014, the City implemented GASB issued Statement No. 70, Accounting and Financial Reporting for Nonexchange
Financial Guarantees. The objective of this statement is to enhance the information disclosed about a government’s
obligations and risk exposure from extending nonexchange financial guarantees. The implementation of this Statement did
not have a significant impact on the financial statements.

In July 2012, the GASB issued Statement No. 67, Financial Reporting for Pension Plans. This Statement replaces the
requirements of Statement No. 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined
Contribution Plans. The objective of this statement is to enhance note disclosures and RSI for both defined benefit and
defined contribution pension plans. This Statement also requires the presentation of new information about annual money-
weighted rates of return in the notes to the financial statements and in 10-year RSI schedules. This Statement will only
impact the Pension plan.
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In July 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions. This Statement replaces
the requirements of Statement No. 27, Accounting for Pensions by State and Local Government Employers and Statement
No. 50, Pension Disclosures. This statement requires governments providing defined benefit pensions to recognize their
long-term obligation for pension benefits as a liability and to more comprehensively and comparably measure the annual
costs of pension benefits. This Statement also enhances accountability and transparency through revised and new note
disclosures and RSI. The City will implement this Statement beginning with the year ending December 31, 2015. The City
has not analyzed the potential impact of the Statement on its financial statements.

In November 2013, the GASB issued Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date-An Amendment of GASB Statement No 68. The objective of this statement is to address an issue
regarding the application of the transition provisions of Statement No. 68. The issue relates to contributions to a defined
benefit plan after the measurement date of the government’s beginning net pension liability. This Statement will eliminate the
source of a potential significant understatement of restated net position and expense in the first year on implementation of
Statement 68. The City will implement this Statement simultaneously with Statement 68 beginning with the year ending
December 31, 2015. The City has not analyzed the potential impact of the Statement on its financial statements.

In February 2015, the GASB issued Statement No. 72, Fair Value Measurement and Application. The objective of this
statement is to provide guidance for determining a fair value measurement for financial reporting purposes. This statement
will enhance comparability of financial statements among governments by requiring measurement of certain assets and
liabilities at fair value using a consistent and more detailed definition of fair value and accepted valuation techniques. The
application of this statement is not required until the year ending December 31, 2015. New disclosures for investment
balances will be required by the City as a result of this Statement.
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2. DEPOSITS AND INVESTMENTS

A. Primary Government

The description of the City’s deposit and investment policy is discussed in Note 1 D and E.
As of December 31, 2014, the City’s deposits and investments are as follows:

Investment Maturities (in Years)

(Thousands of Dollars)
Fair Less Greater Credit
Value than 1 1-5 6-10 than 10 Rating
Governmental and Business-type activities:
Investment type
Pooled Deposits and Investments $ 253,089 $ 253,089 $ - $ - $ - see below
Other DepositS ........ccoiiiiiiiiieeeciciiee e 113 113 - - - not rated
Segregated Deposits and Investments
Interest Checking .......ccoceviiiiiiiiiieceec e 7,769 7,769 - - - not rated
Wisconsin Local Government
Investment POOl ... 74,153 74,153 - - - not rated
Municipal Bonds ...........eeeviiiiiiiiiiiiiiiieiiieiiiiieeees 11,092 486 8,426 2,180 - see below
U.S. Treasury stripS ....cccoooiiiieiiiieeiiee e 643 - 643 - - Moodys-Aaa
Treasuries (Fiscal Agent) ... 16,454 16,454 - - - not rated
GNMA BONAS ..o 6,776 119 - - 6,657 Moodys-Aaa

$ 370,089 $ 352,183 $ 9,069 $ 2180 $ 6,657

Fiduciary activities:
Investment type
Pooled Deposits and Investments .............cccceeee $ 233,097 $ 233,097 $ - $ - $ - see below
Other DepositS  ......ceeeeiiiiiiiiiie et 172 172 - - - not rated
Segregated Deposits and Investments

Wisconsin Local Government

Investment POOl  .........cooiiiiiiiiiiiiiieeee 8 8 - - - not rated
U.S. Treasury sStrips  ....ccoovviveeiiiiieiiee e 860 430 430 - - Moodys-Aaa
$ 234,137 $ 233,707 $ 430 $ - $ -
Security Ratings

The Governmental and Business-type municipal bond holdings of $11,092,000 were rated by Moody’s as follows: Aaa (9.2%),
Aa1 (32%), Aa2 (1.8%), Aa3 (8%), A2 (1.8%), with the remaining holdings unrated (17%).
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Pooled Deposits and Investments

The City maintains a cash and investment pool (Pool) that is available for use by all the funds, except for Debt Service Funds,
Water Works Enterprise Fund, and component entities. Each fund’s share of pooled cash and investments is included in the
cash and cash equivalents line on the Statement of Net Position/Balance Sheet.

As of December 31, 2014, the City had the following investments and maturities in the Pool:

Investment Maturities (in Years)
(Thousands of Dollars)

Fair Less Greater Credit
Value than 1 1-5 6-10 than 10 Rating
Pooled Deposits and Investments
Bank Demand Deposits .......cccoceerrreereaieneeiennn $ 34,079 $ 34,079 $ - $ - $ - not rated
Other DepositsS  .....ccccvviiiiiiiiiiiieeiiec e 3,756 3,756 - - - not rated
Deposits and Investments
Interest Checking ........cccoovviiiiiieiiiic e 178,610 178,610 - - - not rated
Wisconsin Local Government
Investment POOl  .........oooiiiiiiiiiiiieee e 178,197 178,197 - - - not rated
Investment Portfolio  .........cccoiiiiiiiiiieee 76,573 12,008 58,974 885 4,706 see below
Certificates of Deposits ........cccccveeeeviiiiiieieeeeiins 14,971 14,971 - - - not rated

$ 486,186 $ 421,621 $ 58,974 $ 885 $ 4706

Investment Portfolio Ratings
Corporate bond holdings of $34,596,000 were rated as follows: Fitch AA- (4.3%), Moody’s Aa1 (4.4%), Aa2 (19.9%), Aaa
(10.1%), Standard & Poors AA (30.1%), AA- (17.1%), AA+ (8.1%), Aaa (6%).

Custodial Credit Risk — Deposits

Custodial credit risk for deposits is the risk that in the event of a financial institution failure, the City’s deposits may not be
returned. Per Common Council, the City Treasurer shall require collateralization of certificates of time deposit (including
interest checking) at financial institutions when the total amount of such certificates of deposit with any institution exceeds the
combined insured limit of $650,000. As of December 31, 2014, $5,000 of the City’s bank balances were subject to custodial
credit risk as they were neither insured nor collateralized.

Interest Rate Risk

Interest rate risk is the risk that the fair value of the City’s investments will decrease as a result of an increase in interest
rates. The City’s investment policy does not explicitly limit investment maturities. However, the City manages its exposure to
interest risk based on the anticipated cash flow needs of the City and limiting the amount of pooled investments to
$60,000,000 with maturities greater than one year.

Credit risk

Credit risk is the risk that the City will not recover its investments due to the inability of the counterparty to fulfill its obligations.
Wisconsin Statutes expressly limit the City to invest in certain allowable investments as listed in Note 1. E. The City’s
investment policy generally does not further limit its investment choices.

B. Component Units

Deposits and Investments

Deposits in each local area bank are insured by the Federal Deposit Insurance Corporation (FDIC) in the amount of $250,000

for interest bearing accounts and $250,000 for noninterest bearing accounts. An additional $400,000 is covered by the State
Deposit Guarantee Fund.
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Interest Rate Risk

Interest rate risk is the risk that the fair value of the Component Unit investments are exposed to losses as a result of
increases in interest rates.

Credit Risk
Credit risk is the risk that an issuer or other counter party to an investment will not fulfill its obligation.
The Component Units have the following deposits and investments as of December 31, 2014:

Investment Maturities (in Years)

(Thousands of Dollars) Moody's
Fair Less 10 and Credit
value than 1 1-5 6-10 greater Rating
Component Units:
Bank Demand Deposits.........c.cccereerieerieeneennne. $ 5277 $ 5277 $ -3 - $ - not rated
Local Government Investment Pool.................... 320 320 - - - not rated
U.S. Treasury Money Market Fund.... 7,980 7,980 - - - Aaa
U.S. Treasury Notes........cccceeiiiriiiiiiiiiiieeeien 1,543 427 1,116 - - Aaa
U.S. Agencies
Government National Mortgage Association..... 624 76 548 - - Aaa
Municipal Bonds .......cccoooeeiiiiiiieieeeeeee 423 226 197 - - Aa3
Corporate Bonds ........cccocoeeieiiiiiiiiiieeieee e 2,205 396 1,809 - - Baa
Certificates of Deposit... 3,886 3,886 - - - Aa
Money Market..........coooiiiiiiiieiii e 1,427 1,427 - - - N/A
$ 23685 $ 20,015 $ 3,670 $ -3 -

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a financial institution failure, the Component Units deposits may not be
returned.

As of December 31, 2014 Component Units bank balances exposed to Custodial Credit Risk are as follows:

Uninsured and

Bank Balance Uncollateralized
Redevelopment Authority............cccooveeeiiiie e $ 8,404,994 $ 3,443,927
Neighborhood Improvement Development Corporation..... 1,904,696 1,112,647
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3. PROPERTY TAXES

The City’s property taxes are levied on or before December 31, on the assessed (taxable) value as of the prior January 1, for
all general property located in the City. Taxes become a lien against the property upon filing the roll in the Office of the City
Clerk. This generally takes place in December. The taxes are due January 31, but may be paid in ten monthly installments
without interest from January through October. Foreclosure can be commenced after one year from date of delinquency.

The City purchases property taxes receivable from other taxing authorities at the unpaid amounts to facilitate the collection of
the taxes. The purchases are a financing arrangement and are not included in property tax revenues. Also, delinquent water

and sewer charges and special assessment receivables are transferred to the General Fund at the unpaid amounts.

At December 31, 2014, delinquent property taxes include delinquent sewer and water charges and special assessments by
year levied, tax deeded property, and allowance for uncollectible taxes. These delinquent property taxes are reported as part

of taxes receivable in the General Fund and Special Revenue Fund - Delinquent Tax and consist of the following:

Purchased
City Taxes
Levy Receivable Total
(Thousands of Dollars)
2009 and prior $ 1,360 $ 1,942 $ 3,302
2010 1,224 2,134 3,358
2011 2,698 4,523 7,221
2012 5,042 8,233 13,275
2013 11,139 18,409 29,548
Total delinquent property taxes receivable ...........cccccccoeiiiiieennnn. $ 21,463 $ 35,241 56,704
Property taxes receivable on foreclosed property ...........ccccccceeue. 39,186
Less: Allowance for uncollectible taxes ..........cccccooviiiiiiiiiininn. (32,368)
Net delinquent property taxes receivable, including tax deeded property $ 63,522
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4.

Capital asset activity for the year ended December 31, 2014 was as follows:

CAPITAL ASSETS

Balance Balance
01-01-14 Additions Deletions 12-31-14
Governmental activities (Thousands of Dollars)
Capital assets not being depreciated:
Land oo $ 164,660 $ 1,300 $ 230 $ 165,730
Construction in progress  ........ccoocceeieeeeeiiiiiiieeeeees 44,241 49,138 16,988 76,391
Intangible right of ways ..........ccooiiiiiiis 1,342 - - 1,342
Total capital assets not being depreciated .......... 210,243 50,438 17,218 243,463
Capital assets being depreciated:
BUildings ..o 291,942 16,787 764 307,965
Infrastructure 1,540,926 72,281 7,217 1,605,990
Improvements other than buildings ...........c.cccoe.. 11,909 - 11,909
Machinery and equipment ..........cccooiiiiiiiiniiii. 193,770 7,659 7,639 193,790
Intangible software.............cccooiiiiiii 2,605 - - 2,605
Total capital assets being depreciated ................ 2,041,152 96,727 15,620 2,122,259
Less accumulated depreciation for:
BUildings ..o 97,385 7,894 716 104,563
Infrastructure .......cccoeiiiiii 1,003,794 30,373 7,217 1,026,950
Improvements other than buildings ................. 8,894 299 - 9,193
Machinery and equipment ...........ccccceiiiieinn. 121,637 13,327 6,903 128,061
Intangible software ...........cccocooiiiiiiiiiiiieee 1,197 437 - 1,634
Total accumulated depreciation ..........cccc....... 1,232,907 52,330 14,836 1,270,401
Total capital assets being depreciated, net ... 808,245 44,397 784 851,858
Government activity capital assets, net .............. $ 1,018,488 $ 94,835 $ 18,002 $ 1,095,321
Depreciation expense for governmental activities
was charged to functions as follows:
General government .........cccooviiiiiiie i, $ 676
Public safety .............. 9,228
Public works ..... e ———— 41,521
Health ..o 201
Culture and recreation ...........cccoceveiiiieeinineenns 704
Total oo $ 52,330
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Balance Balance
01-01-14 Additions Deletions 12-31-14
Business-type activities (Thousands of Dollars)
Water Works
Capital assets not being depreciated:
Land oo $ 2,065 $ - $ - $ 2,065
Construction in progress  .........cccceeveeeesiiiiiieneeeennns 7,747 33,529 17,899 23,377
Total capital assets not being depreciated .......... 9,812 33,529 17,899 25,442
Capital assets being depreciated:
BUIldiNgS oo 29,055 - - 29,055
Infrastructure 366,897 3,056 31 369,922
Machinery and equipment ..........ccccccoviiiiiiiineninn. 225,138 14,843 3,919 236,062
Nonutility property ........ccccovoieiiiiiciee e 3,654 - - 3,654
Total capital assets being depreciated ................ 624,744 17,899 3,950 638,693
Less accumulated depreciation for:
BUildingS oo 17,750 918 - 18,668
Infrastructure ............ccceeel 94,990 4,935 46 99,879
Machinery and equipment ..........cccccceviieieninen. 109,021 10,872 3,703 116,190
Nonutility property .........coocoeiiiiiiiiiceiee 500 139 - 639
Total accumulated depreciation ..................... 222,261 16,864 3,749 235,376
Total capital assets being depreciated, net ... 402,483 1,035 201 403,317
Water Works capital assets, net .................... 412,295 34,564 18,100 428,759
Sewer Maintenance
Capital assets not being depreciated:
Construction in Progress  ........cccevceeeeiiieeiiieeesiiennn - 732 - 732
Total capital assets not being depreciated .......... - 732 - 732
Capital assets being depreciated:
INfrastructure ... 582,865 32,294 192 614,967
Machinery and equipment ..........ccoocciiiieiiiiiiieeenn. 4,880 135 - 5,015
Total capital assets being depreciated ................ 587,745 32,429 192 619,982
Less accumulated depreciation for:
Infrastructure ... 132,421 6,651 192 138,880
Machinery and equipment ...........cccocoiiiieeiennne 2,841 304 - 3,145
Total accumulated depreciation ..................... 135,262 6,955 192 142,025
Total capital assets being depreciated, net ... 452,483 25,474 - 477,957
Sewer Maintenance capital assets, net ......... 452,483 26,206 - 478,689
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Balance Balance
01-01-14 Additions Deletions 12-31-14
(Thousands of Dollars)
Other business-type activities:
Capital assets not being depreciated:
Land oo 17,031 - - 17,031
Construction in Progress ........cccocveeeenieeeiiieeesiienn 4,349 1,301 2,028 3,622
Total capital assets not being depreciated .......... 21,380 1,301 2,028 20,653
Capital assets being depreciated:
BUIldiNgS  .oooiiiiiiie 66,750 1,894 - 68,644
Infrastructure—port..........cccoooiiiiiiie i 17,633 229 - 17,862
Improvements other than buildings 8,025 125 - 8,150
Machinery and equipment ................ 12,620 283 79 12,824
Total capital assets being depreciated ................ 105,028 2,531 79 107,480
Less accumulated depreciation for:
BUildings  .ooooviiii 45,696 2,037 - 47,733
Infrastructure—port...........ccocveiiiiiiiiiiiieecce, 10,267 324 - 10,591
Improvements other than buildings .................. 6,539 314 - 6,853
Machinery and equipment ...........ccccoiiiiiinnenn. 7,404 786 79 8,111
Total accumulated depreciation ..................... 69,906 3,461 79 73,288
Total capital assets being depreciated, net ... 35,122 (930) - 34,192
Other business-type activities, net ................. 56,502 371 2,028 54,845
Business-type activity capital assets, net .......... $ 921,280 $ 61,141 $ 20,128 $ 962,293
Depreciation expense for business-type activities
was charged to functions as follows:
Water Utility
Depreciation .......cccceeviieiiiie e $ 16,725
Depreciation charged to Sanitary Sewer ........ 139
16,864
Sewer Maintenance ............c.ccccceiiiiiiiiiieiiine, 6,955
Other business-type activities .............cccccece. 3,461
Total oo $ 27,280
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Balance Balance
01-01-14 Additions Deletions 12-31-14
(Thousands of Dollars)
Component Units
Capital assets not being depreciated:
Land oo $ 12,013 $ 187 $ - $ 12,200
Construction in Progress ........ccccocveevieeeiineeennnn. - - - -
Total capital assets not being depreciated ......... 12,013 187 - 12,200
Capital assets being depreciated:
BUIIAINGS e 85,310 476 - 85,786
Infrastructure 333 - - 333
Improvements other than buildings ....................... 4,092 172 - 4,264
Machinery and equipment ..........cccooiiiiiiiiiiiiiiiiens 159 - - 159
Intangibles............cooiiii 565 - - 565
Total capital assets being depreciated ............... 90,459 648 - 91,107
Less accumulated depreciation for:
BUIldINGS v 13,583 2,232 - 15,815
Infrastructure . 79 314 - 393
Improvements other than buildings  ................. 491 14 - 505
Machinery and equipment ...........ccccceiiiiiinnn 35 17 - 52
Intangibles.........coociiiiii 142 57 - 199
Total accumulated depreciation ................... 14,330 2,634 - 16,964
Total capital assets being depreciated, net .. 76,129 (1,986) - 74,143
Component units capital assets, net ................. $ 88,142 $ (1,799) $ - $ 86,343
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5. DEFERRED INFLOWS OF RESOURCES

Unavailable revenue is recorded in the governmental funds for amounts not yet available and for resources received prior to
being earned by the City. Related revenue is recognized when these amounts become available or when earned. The
composition of the deferred balances in the governmental funds as of December 31, 2014 is as follows:

General
Obligation Nonmajor
Debt Capital Governmental
General Service Projects Funds Total

(Thousands of Dollars)

Current property taxes ........cccoceveeievierieerieinnenns $ 197,797 $ 88,283 $ 4,304 $ - $ 290,384
Delinquent property taxes ..........ccccccceviiieiinnenn. 8,956 - - 7,105 16,061
Unavailable grant revenue ..........cccccceeviiiininnnn. - - 4,322 2,237 6,559
Long-term receivables ...........ccccccciiiiiiiiiiienn, - 87,992 318 - 88,310
Unbilled special assessments ..........ccccceeeveiinnens - - 6,702 - 6,702

Total o $ 206,753 $ 176,275 $ 15,646 $ 9,342 $ 408,016

6. SHORT-TERM DEBT

During 2014, the City issued and repaid $110,000,000 of General Obligation Cash Flow Promissory Notes, Series 2014 R1
(G.0. CFNs). The G.O. CFNs were issued for the purpose of financing the City’s operating budget on an interim basis
pending receipt of State of Wisconsin shared revenue payments due in November 2014.

As of December 31, 2013, the City had outstanding $130,000,000 of short-term Revenue Anticipation Notes (RANs) on behalf
of Milwaukee Public Schools. In 2014, the City repaid the outstanding balance and issued $125,000,000 short-term RANs for
the same purpose. The new notes of $125,000,000 bear an interest rate of 1.5% and will mature on June 30, 2015. The
liability and related receivable to repay the revenue anticipation notes are recorded in the General Obligation Debt Service
Fund.
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7. LONG-TERM OBLIGATIONS

A. Changes in Long-Term Obligations

Changes in long-term obligations for the year ended December 31, 2014 were as follows:

Amounts
Balance Balance Due within
01-01-14 Additions  Deductions 12-31-14 One Year
(Thousands of Dollars)
Governmental activities:
General obligation bonds and notes
Y et $ 723,083 $ 213,380 $ 212,247 $ 724,216 $ 101,591
Milwaukee Public SChools .........ccccoiiiiiiiiiiii 98,963 - 8,657 90,306 6,979
Deferred amount on refundings ........cccccoiiiiiiiiiiiii 70 87 (180) 337 -
Unamortized premiums  .......cccviiieieeiiiiiieee e 55,150 12,783 13,307 54,626 -
Extendable Municipal Commercial Paper
L1 SO 46,400 90,280 94,980 41,700 41,700
Milwaukee Public SChools .........cccceiiiiiiiiiiiec - 70,000 70,000 - -
Compensated abSenCes ......cccceeveeeiiiiiiiiiee e 50,461 78 3,760 46,779 2,381
Net other postemployment benefits obligation .... 279,370 71,378 34,023 316,725 -
Claims and judgments .........ccocooiiiiiiiiiie e 25,804 6,847 5,068 27,583 1,691
Total governmental activities ..........cccooeveviiiiiiiiece, $ 1,279,301 $ 464,833 $ 441,862 $ 1,302,272 $ 154,342
Business-type activities
Water Works
General obligation bonds and notes ...........ccccceevevveieenennen. $ 15,791 $ - $ 3121 $ 12,670 $ 2511
Deferred amount on refundings ........ccococeeviiiiiniiieiinen. - - - - -
Unamortized premiums ...........eeveveueiimeiniineiineiieieeenennenene. 91 - 53 38 -
Extendable Municipal Commercial Paper ............ccccoccveeen. - - - - -
Revenue bonds ...t 10,836 1,312 1,264 10,884 1,335
Compensated abSences .......ccccceeeiiiiiiiiiee e 1,251 587 631 1,207 1,207
Net other postemployment benefits obligation ................... 4,659 1,983 1,583 5,059 -
Total Water WOrks ......cooociiiiiiiiiiiiicceeeeee e 32,628 3,882 6,652 29,858 5,053
Sewer Maintenance
General obligation bonds and notes ............ccccccevviieniineen. 9,388 - 701 8,687 703
State LOANS ..o 82,736 14,222 4,858 92,100 4,978
Revenue bonds 88,035 - 4,295 83,740 4,420
Deferred amount on refundings ........ococeeiiiiiiiiiinic (712) - (190) (522) -
Unamortized premiums  ...........oeveveveveemiieiiieeeenenieeeeeeeeneaene.. 6,748 - 906 5,842 -
Extendable Municipal Commercial Paper ...........cccccoccveens 44,000 35,500 14,500 65,000 65,000
Compensated absences .........cccccovvvvviiieeeiiiiiiee e 221 200 242 179 179
Net other postemployment benefits obligation .................... 1,809 735 587 1,957 -

Total Sewer Maintenance ...........ccccccveeveeeeeiiiieeeeeeeens 232,004 50,657 25,899 256,983 75,280
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Amounts
Balance Balance Due within
01-01-14 Additions  Deductions 12-31-14 One Year
(Thousands of Dollars)

Other Enterprise Funds
General obligation bonds and notes ..........cccceeeviiiiiineeeeens 14,155 1,764 2,029 13,890 2,171
Deferred amount on refundings (14) - (10) (4) -
Unamortized premiums .......cccooiveeiiiiiieiniieeeieesiece e 33 - 19 14 -
Extendable Municipal Commercial Paper ...........cccccccceeeenne 1,600 20 1,620 - -
Compensated absences .........ccccoocciiiiiiiiiiinene 315 16 51 280 280
Net other postemployment benefits obligation 1,622 694 555 1,761 -
Total Other ENterprise .......ooooviiiiiiieeiiiiiieee e 17,396 2,494 4,264 15,941 2,451
Total business-type activities ...........cccceeveeeveevveeeecnenenn. $ 282,028 $ 57,033 $ 36,815 $ 302,782 $ 82,784

Component Units

REVENUE DONAS ... $ 61,285 $ - $ 3,310 $ 57,975 $ 755
Unamortized discounts - - - - -
Notes payable ... 20,380 - 1,350 19,030 150
Advance from other organizations - - - - -
Environmental remediation liability - 2,287 - 2,287 -
Net other postemployment benefits...........c.coooiiiiiiiiiinn. 419 88 18 489 -
Total component Units ..........cccccoevuieeiiiieiciiececee e $ 82,084 $ 2375 $ 4,678 $ 79,781 $ 905

B. General Obligation Bonds

The City issues general obligation bonds to provide funds for the acquisition and construction of major capital facilities for the
City and for Milwaukee Public Schools. General obligation bonds have been issued for both governmental and business-type
activities. General obligation bonds are secured by the full faith and unlimited taxing power of the City. The debt for
governmental activities will be retired by future property tax levies and other resources accumulated in the Debt Service
Funds. The debt for business-type activities (i.e. Water Works, Sewer Maintenance, Parking, and Port of Milwaukee
Enterprise Funds) will be retired by revenues from those operations or, if the revenues are not sufficient, by future tax levies.
During the year ended December 31, 2014, general obligation bonds totaling $8,854,605 was issued of which $8,741,702
was issued to finance capital improvements and $112,903 for business-type activities.

Use of Public Debt Amortization Fund for retirement of the public debt is governed by the Wisconsin Statutes. The Statutes
provide that when total principal and accrued interest in the Public Debt Amortization Fund is substantially equal to the
outstanding general obligation bonds and notes, the resources in the fund shall be applied to make annual interest and
principal payments on that debt to maturity. The Statutes provide, in part, that “The Public Debt Commission may, however,
at any time, apply the fund, not to exceed in any one year 40% of the balance in said fund on the preceding December 31, to
acquire for cancellation general obligation bonds or notes prior to their maturity dates at prices not to exceed principal plus
accrued interest to date of maturity, but the fund shall not be decreased below $2,000,000 as a result of such purchases and
cancellations.” Principal sources of revenue are one-third of all interest on general City investments and interest on Fund
investments. As authorized by the Statutes, the Public Debt Amortization Fund may purchase for investment or for
cancellation, notes issued by the General Fund to fund operations.

Under the Wisconsin Statutes, the City is required, if requested by the Board of Milwaukee Public Schools, and if approved by
referendum, to issue general obligation bonds, under the School’s 2% debt limit, to finance purchases of school sites and to
construct or remodel school buildings, and without referendum for certain pension obligations. As of December 31, 2014,
there was $13,694,646 of debt outstanding. There is also $90,306,263 of debt for school purposes issued under the City’s 5%
debt limit. Under the Wisconsin Statutes, the City has title to the land and buildings of the Milwaukee Public Schools.
However, the City does not control the use of the assets or receive the proceeds upon disposition of the assets. At June 30,
2014, the historical costs of the land and buildings as reported by Milwaukee Public Schools were approximately
$1,060,199,000. These assets are excluded from the financial statements of the City.
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As of December 31, 2014, $171,809,539 is outstanding for Tax Incremental District purposes. Total remaining debt service
requirements associated with the debt is $219,196,122. In any year in which TID debt service requirements for the ensuing
year are greater than total tax increments received, the shortfall is funded by the property tax levy.

C. State Loans

The City issues revenue bonds to provide funds for water and sewer improvements. The revenue bonds do not have a
General Obligation pledge of the City. During 2014 the City received loans from the State’s Safe Drinking Water Loan
Program for Water Works Fund projects for a total of $1,311,125, and from the State’s Clean Water Fund Program for Sewer
Maintenance Enterprise Fund projects for a total of $14,222,264. The State loans will be repaid from revenues of the Water
Works and Sewer Maintenance Enterprise Funds.

D. Notes Payable

The City issues installment notes to provide funds for various public improvement projects, cash flow for the school district,
and purchases of delinquent taxes. During the year ended December 31, 2014, installment loans totaling $53,669,314 was
issued of which $24,794,108 was issued to finance capital improvements, $225,806 for business-type activities and
$28,649,400 to purchase 2013’s delinquent taxes.

E. Letter of Credit

On April 25, 2013, the City entered into a taxable line of credit (the “Line”) with PNC Bank, National Association (the “Bank”)
in the amount of $50,000,000. The Line is secured by a General Obligation pledge of the City, and may be drawn upon at any
time for any public purpose. The Line has an initial maturity date of April 25, 2016, and may be extended by mutual consent
until April 25, 2023. Interest on the line is based upon the Daily LIBOR rate. The Line may be terminated at any time by the
City for any reason, and by the Bank for certain events, including downgrade of the City below “BBB+”.

Following is a summary of the Line draws (in thousands), which are in the totals in the long-term obligation table in footnote
7(A) above:
Line of Credit

Balance Balance
01-01-14 Additions Deletions 12-31-14
$ 2,060 - 2,060 $ -

F. Extendable Municipal Commercial Paper

During 2014, the City continued to issue Extendable Municipal Commercial Paper Promissory Notes (the “EMCP”), which are
not general obligations of the City. The EMCP are limited obligations of the City payable from proceeds of the sale refunding
notes or bonds issued to refinance the EMCP. The EMCP do not represent or constitute a debt of the City within the meaning
of any constitutional or statutory limitation. During 2014, $195,800,000 of EMCP were issued of which $25,000,000 were for
cash flow needs of the City, $58,241,000 was issued to finance capital expenditures, $7,018,000 for fiscal purposes, $41,000
for non-major enterprise, $35,500,000 for Sewer purposes pending borrowing with sewer revenue bonds, and $70,000,000 for
cash flow needs of the schools.
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Following is a summary of the EMCP issued (in thousands), which are in the totals in the long-term obligation table in footnote
7(a) above:

Extendable Municipal Commercial Paper

Balance Balance
01-01-14 Additions Deletions 12-31-14
$ 92,000 195,800 181,100 $ 106,700

The principal amount outstanding at any one time may not exceed $200,000,000 with the maturity of each note ranging from
1 to 90 days and may be extended up to 180 days from the original maturity date not to exceed the final maturity date of May
22, 2017. Of the $106,700,000 outstanding on December 31, 2014, $65,000,000 is planned to be financed on a long term
basis with revenue bonds, and $41,700,000 with long-term general obligation debt.

G. Debt Service Requirements

The maturities of the outstanding principal and related interest requirements are as follows:

Total
General Obligation Debt Revenue Bonds Payable Debt
Year Principal Interest Principal Interest Service
(Thousands of Dollars)

Governmental activities
2015 ... $ 108,570 $ 33,500 $ - $ - $ 142,070
2016 ...... 87,803 28,626 - - 116,429
2017 ... 74,994 24,578 - - 99,572
2018 129,305 20,434 - - 149,739
2019 e 62,618 16,598 - - 79,216
2020-2024 198,250 47,925 - - 246,175
2025-2029 ... 121,387 11,523 - - 132,910
2030-2034 ........... 31,595 298 - - 31,893
Total oo $ 814,522 $ 183,482 $ - $ - $ 998,004

Business-type activities

Water Works

2015 $ 2,511 $ 617 $ 1,335 $ 225 $ 4,688
2016 1,818 487 1,386 191 3,882
2017 856 395 1,421 156 2,828
2018 857 353 1,456 120 2,786
2019 858 310 306 99 1,573
2020-2024 4,175 920 1,620 402 7,117
2025-2029 ... 1,595 79 1,781 239 3,694
2030-2034 ... - - 1,579 62 1,641
Total oo $ 12,670 $ 3,161 $ 10,884 $ 1,494 $ 28,209
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Total
General Obligation Debt Revenue Bonds Payable Debt
Year Principal Interest Principal Interest Service
(Thousands of Dollars)
Sewer Maintenance
$ 703 $ 414 $ 9,398 $ 5,889 $ 16,404
706 380 9,651 5,635 16,372
681 346 9,922 5,350 16,299
681 313 10,252 5,015 16,261
681 279 10,619 4,636 16,215
2020-2024 ... e 4,435 753 55,285 16,999 77,472
2025-2029 ..o 800 19 49,255 7,988 58,062
2030-2034 ..o - - 21,458 1,341 22,799
Total v $ 8,687 $ 2,504 $ 175,840 $ 52,853 $ 239,884
Other Enterprise
2015 e $ 2,171 $ 628 $ - $ - $ 2,799
2016 oo 1,668 527 - - 2,195
2017 e 1,324 448 - - 1,772
2018 o 1,227 386 - - 1,613
2019 e 1,153 329 1,482
2020-2024 ....coiie e 4,609 897 - - 5,506
2025-2029 ... e 1,738 126 - - 1,864
Total v $ 13,890 $ 3,341 $ - $ - $ 17,231
Total Component Units
2075, e $ 150 $ 225 $ 755 $ 17 $ 1,147
2016 - 211 965 17 1,193
2017 e - 210 1,190 17 1,417
20718 e - 193 1,435 16 1,644
2079, 753 208 1,700 16 2,677
2020-2024 ... 3,738 919 13,280 70 18,007
2025-2029 ..o 3,953 705 23,865 43 28,566
2030-2034 ..o 4,179 479 14,785 6 19,449
2035-2039 ..o 4,418 240 - - 4,658
2040-2049 ..o 1,839 26 - - 1,865
Total v $ 19,030 $ 3,416 $ 57,975 $ 202 $ 80,623
H. Debt Limit

Wisconsin Statutes limit direct general obligation borrowing in the amount equivalent to 7% of the equalized valuation of
taxable property. The Statutes further provide that within the 7% limitation, borrowing for school construction purposes may
not exceed 2% of the equalized valuation and borrowing for general city purposes may not exceed 5% of the equalized
valuation. At December 31, 2014, the City’s legal debt limit was $1,129,659,000. Of this amount, $521,792,000 was for
school purposes and $607,867,000 was for City purposes.

. Refundings

In May 2014, the City issued General Obligation Promissory Notes, Series 2014 N2 with a par amount of $29,975,686 and
Corporate Purpose Bonds, Series 2014 B3 with a par amount of $12,645,395. A portion of these issues were for refunding
purposes to provide long-term financing for interim debt, and to reduce the interest cost of long-term debt. The City used the
proceeds to refund $7,150,000 of Extendable Municipal Commercial Paper.

In prior years, the City defeased certain general obligation bonds by placing the proceeds from new general obligation bonds
in an irrevocable trust to provide all future debt service payments on the bonds. Accordingly, the trust account assets and
liability for the defeased bonds are not included in the City’s financial statements. At December 31, 2014, $38,685,000 of City
bonds are considered defeased.
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J. Conduit Debt

Occasionally, the City has issued revenue bonds in order to provide financing to private sector entities for the purpose of
acquiring, constructing, or rehabilitating housing units and for retiring the existing debt associated with housing units. These
obligations are primarily secured by mortgage or revenue agreements on the associated projects and, together with the
interest obligation, are payable solely by the developers from leased rentals and other funds or revenues. In addition, these
obligations do not constitute indebtedness of the City, as the City has no responsibility for the debt beyond the resources
provided by related leases or loans. Accordingly, the bonds are not reported as liabilities in the accompanying financial
statements. The aggregate amount of all revenue bonds outstanding at December 31, 2014 is approximately $16,559,000 for
the City and $488,000,000 for RACM.

8. RETIREMENT PLANS
Pension Benefits

Plan Description — The City makes contributions to the Employes’ Retirement System of the City of Milwaukee (the “System”),
a cost-sharing multiple-employer defined benefit pension plan, on behalf of all eligible City employees. The System provides
retirement, disability, and death benefits to plan members and beneficiaries. The City Charter assigns the authority to
establish and amend benefit provisions. The System issues a publicly available financial report that includes financial
statements and required supplementary information for the System. That report may be obtained by writing to the Employes’
Retirement System of the City of Milwaukee, 789 North Water Street, Suite 300, Milwaukee, WI 53202, or may be found by
visiting ERS’ website www.cmers.com, by clicking on “Library” and then “Reports”.

Funding Policy — Plan members are required to contribute, or have contributed on their behalf, a percentage of their annual
earnable compensation equal to 5.5%, for general City employees enrolled prior to January 1, 2014, 4% for general City
employees enrolled on or after January 1, 2014, 7%, police officers, firefighters, 7% for elected officials enrolled prior to
January 1, 2014, and 4% for elected officials enrolled on or after January 1, 2014. The City Charter assigns the authority to
establish and amend contribution requirements. The City Charter was amended so that various groups of represented and
non-represented City employees hired on or after January 1, 2010 contribute a percentage of their earnable compensation for
pension benefits as described above. A general City employee who enrolls as a member in the Employes’ Retirement System
on or after January 1, 2014 has the following: a minimum service retirement age of 65 and a service retirement allowance
equal to 1.6% of the members final average salary times the total number of years of all creditable service; eligibility for a
service retirement allowance when attaining the age of 60 years and the completion of 30 years of creditable service.
Additionally, they are eligible for a pension escalator of 2% annually after the fifth anniversary of their service retirement, with
spouse survivors of service retirees also eligible for the escalator. All new city employees enrolled on or after January 1,
2014, are required to contribute 4% of their earnable compensation to the retirement system. The City’'s employer
contributions to the System for the plan year 2014 was $74,790,000 equal to the required contributions on behalf of the plan
members for the year. This amount consisted of $36,747,000 from the employer and $42,786,000 from employees. Total
contributions for the years ended December 31, 2013 and 2012 were $70,607,000 and $80,324,000, respectively, equal to
the required contribution for each year. In 2013 the funding policy changed and the City went to a “stable contribution” policy.
The actuarial contribution shall be based on separate calculated rates for police officers, firefighters and general City
employees and shall be applicable for a 5-year period. The actuary shall, consistent with actuarial standards of practice, set
the actuarial contribution rate at a percentage of covered compensation sufficient to fund the entire amount of the employers’
share of the normal cost, and to amortize any unfunded past service liability.

Other Postemployment Benefits
The City provides other postemployment benefits (OPEB) to its retirees for health and life insurance.

Plan Description. The City provides a single-employer defined benefit healthcare plan and life insurance administered by
both the City and Milwaukee’'s Employee Retirement System (MERS). The City provides medical and COBRA dental
insurance benefits for substantially all retirees in accordance with terms set forth in labor contracts or by Common Council
resolution. Retirees are eligible to enroll in any of the group plans offered by the City. The City provides full health insurance
coverage to general City employees who retire at age 55, but less than age 65, with 30 years of creditable service or at age
60, but less than age 65, with 15 years of creditable service until the age of 65. Management employees retiring beginning in

85



CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

2004 at age 55, but less than 65, pay a portion of health insurance the same as active management employees. In
accordance with a “percentage formula” as provided in labor agreements, the City provides between 65% and 100% of the
cost of the Basic Plan coverage for firefighters and police officers who retire with 25 years of creditable service and having
attained at least the age of 52 but less than 60. Upon reaching the age of 60 but prior to the age of 65, the City provides full
health insurance coverage for firefighters and police officers with single enrollment status. The City contribution for
firefighters and police officers between the ages of 60 and 65 with family enroliment status is the greater of 100% of the cost
of single enroliment in the Basic Plan or an amount determined using the “percentage formula.” The “percentage formula”
used to determine the City contribution in the labor agreements is based on the amount of unused sick leave at retirement.

After attaining the age of 65 and having completed a minimum of 15 years of creditable service, all retirees are eligible to
enroll in a “subsidized plan” for medical insurance. Under this plan, the City contributes 25% of the base rate toward retirees
enrolled in the Basic Plan, while the retiree pays 75% of the base rate and 100% of the major medical rate.

In addition to medical insurance, before 2014 the City allowed its employees to continue life insurance coverage under the
Group Life Insurance Plan offered to active employees in accordance with Section 350-25 of the Code of Ordinances. The
base amount of coverage for general City employees covered under the City’s Life Insurance plan until December 31, 2013
was equal to the employee’s annual basic salary to the next higher thousand dollars. The base amount of coverage for
firefighters and police officers is equal to one and one-half the employee’s annual basic salary to the next higher thousand
dollars.

General City employees retiring after 2013 must have purchased before retirement at least 50% of their annual base salary in
voluntary life insurance coverage to be able to continue their enroliment in the City’s General Life Insurance program.
Premiums are paid at age banded rates that are in effect at that time. Employees maintaining a minimum of 50% of their
annual base salary at the time of retirement in voluntary coverage until age 65, upon attaining age 65, have $10,000 of
coverage paid for by the City.

General City employees retiring at age 55 or older with 30 years of service or at age 60 regardless of years of service and
covered under the group life insurance plan at retirement are eligible prior to 2014 continue coverage at the level on the date
prior to their date of retirement. Firefighters retiring at age 49 with 22 years of service, or at age 57 regardless of service, and
police officers retiring with 25 years of service regardless of age, or at age 57 regardless of service and who have coverage
under the group life insurance plan at the time of retirement are eligible to continue coverage up to their base amount of
coverage on the date prior to their date of retirement. Prior to age 65, all retirees are required to pay the full premium rates as
established by the insurance carrier, less an adjustment for estimated dividends.

The rates established are group rates applied consistently to all employees, without regard to age or health. Upon reaching
the age of 65, those retirees still part of the group life plan have their coverage reduced in accordance with the reduction
schedule in effect on their last day physically at work, with the City assuming all future premiums.

Funding Policy. The contribution of plan members and the City are established and may be amended by the City. The
required contribution for medical and life insurance for retirees is based on a pay-as-you-go financing. Medical benefits
provided through the basic health care plan are self-insured. For 2014, the City paid approximately $34,327,000 and
$2,429,000, respectively, toward medical and life insurance for retirees.

Annual OPEB Cost and Net OPEB Obligation. The City’'s annual OPEB cost (expense) is calculated based on the annual
required contribution (ARC) of the employer, an amount actuarially determined in accordance with the parameters of GASB
Statement No. 45 Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The ARC
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years.
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The following table shows the components of the City’s annual OPEB cost for the year, the amount actually contributed to the plan (pay-as-
you basis), and the changes in the City’s net OPEB obligation:

Funding Status and Funding Progress

ARC . $ 73,571,000
Interest on Net OPEB Obligation..........cccccceiviiiiiiiiinnnns 13,032,000
Adjustment to0 ARC.........ccoiiiieee e (11,813,000)
AnnUal OPEB COSt......ciiiiiiieeeee e 74,790,000
Contribution made..........cccceeiiiiiiiii 36,746,665
Increase in net OPEB Obligation...........c.ccccvevvieiciiinenn. 38,043,335
Net OPEB Obligation - beginning of year......................... 287,460,000
Net OPEB Obligation - end of year.............ccccceeviiviinnenn. $ 325,503,335

The City annual OPEB cost, the percentage of annual OPEB cost contributed to the plan and the net OPEB obligation were
as follows:
Annual Cost and Net OPEB Liability

Percentage of

Year Ended Annual ) ual OPEB Cost ot OPEB
OPEB Cost . Obligation
Contributed
12/31/2012 $ 76,156,000 46.6% 253,523,000
12/31/2013 71,489,000 52.5% 287,460,000
12/31/2014 74,790,000 49.9% 325,503,335

Funded Status and Funding Progress. Actuarial liabilities decreased from $946.9 million as of January 1, 2012, to $928.5
million as of January 1, 2014. Factors contributing to the decrease in actuarial liabilities were favorable healthcare claims
experience, favorable demographic experience and changes in plan provisions including increasing the portion of premium
paid by certain retirees. As of January 1, 2014, the most recent actuarial valuation date, the actuarial accrued liability for
benefits was $928,496,000, and the actuarial value of assets was zero, resulting in an unfunded actuarial accrued liability
(UAAL) of $928,496,000. The covered payroll (annual payroll of active employees covered by the plan) was $381,099,831
and the ratio of the UAAL to the covered payroll was 227 percent.

Actuarial valuations of an ongoing plan involve estimates of value of reported amounts and assumptions about the probability
of occurrence of events far into the future. Examples include assumptions about future employment, mortality, and the
healthcare cost trend amounts determined regarding the funded status of the plan and the annual required contributions of
the employer are subject to continual revision as actual results are compared with past expectations and new estimates are
made about the future.

Actuarial Methods and Assumptions. The retiree healthcare valuation was based on the projected unit credit (PUC) cost
method. The PUC method produces an explicit normal cost and actuarial accrued liability. The normal cost and actuarial
accrued liability are directly proportional to the employee’s service. That is, the normal cost equals the present value of future
benefits divided by projected service at retirement, and the actuarial accrued liability equals the present value of benefits
multiplied by the ratio of service at valuation date to projected service at retirement. Depending on the demographic
characteristics of the current group and new entrants in the future, this method could produce stable annual costs, in the
aggregate, when expressed as a percentage of pay.

The OPEB valuation uses a discount rate assumption of 4.5% based on the City’s projected short-terms investment rate of
return. The healthcare cost trends rate is 8.0% initially, and reduced by decrements to the ultimate rate of 4.5% after 9 years.
The actuarial assumption for wage inflation is 3%. The amortization of the unfunded actuarial accrued liability is based on a
level percentage of pay over a 30-year open amortization period.
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Terminal Leave Payments

Upon retirement, employees receive a portion of their unused sick leave as terminal leave, in accordance with labor contracts
and Section 350-38 of the Code of Ordinances. Firefighters whose normal hours of work exceed 40 hours per week receive
between $45 and $65 for each work shift equivalent of unused sick leave. Firefighters whose normal hours of work average
40 hours per week receive between $21 and $30 for each work shift equivalent of unused sick leave. Police officers receive
payment for up to 55 days of unused sick leave at base pay. Management pay plan employees are entitled to payment of
30% of unused sick leave (maximum 960 hours) plus one-half of the sick leave days accumulated during the last twelve
months of service for up to six additional days for a total maximum of 42 days at the rate of pay at retirement. Substantially all
remaining City employees receive up to 30 days for unused sick leave as terminal leave, although some bargaining units
receive slightly different benefits in accordance with related labor agreements. In 2014, approximately $7,401,092 was paid
for sick leave from all funds. At December 31, 2014, accumulated sick leave earned but not taken totaled approximately
$162,192,908 determined on the basis of current salary rates.

Terminal leave pay is funded on a pay-as-you-go basis and provided for in the salary budgets of the respective departments
annually. In 2014, terminal leave payments totaled $1,219,000 to employees retiring during the year. As of December 31,
2014, the City has accrued approximately $29,014,000 in the government-wide statements for future terminal leave
payments. This amount is included under the unfunded compensated absences of $46,780,000 with the remainder accrued
vacation leave of $17,766,000.
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9. FUND BALANCE

The constraints placed on fund balance for the governmental funds at December 31, 2014 were as follows:

General
Obligation Public Nonmajor
Debt Debt Capital Governmental
General Service Amortization Projects Funds Total
(Thousands of Dollars)
Nonspendable
Loans receivable.............cccevvviiiennnns $ 6 $ - $ - $ - $ - $ 6
Advances " 6,593 - - - - 6,593
INVENEOrY....eviiiiiiiii e 9,549 - - - - 9,549
Inventory of property for resale............. 26 - - - - 26
Prepaid items..........cccooiiiiiiiiis 1,014 - - - - 1,014
Investment-Targeted Mortgage............. 113 - - - - 113
Spendable
Restricted for:
Future debt payments - 139,711 61,858 - - 201,569
Capital projects............. - - - 3,616 - 3,616
Grants.......c.cooveeeeiieeeann, - - - - 4,026 4,026
Economic Development...............cceeee. - - - - 5,721 5,721
Committed to:
Contributions............evvvveveveviievieiiiriienens 1,587 - - - - 1,587
Debt......cccveriinnnne - - - - - -
Delinquent taxes - - - - 8,489 8,489
Assigned to:
Conservation and development............ 138 - - - - 138
General government............cccceeeveeeenns 22,072 - - - - 22,072
Health........oooeiieeee e 186 - - - - 186
Library......cccooeeieenne. e ——————— 130 - - - - 130
Public safety... e 3,656 - - - - 3,656
Public WOrkS.......coooviiiiiiiieeeeiiiiiiceeeeee 1,035 - - - - 1,035
2015 budgetary financing...................... 16,700 - - - - 16,700
Environmental remediation................... 233 - - - - 233
Unassigned 50,006 - - (23,665) - 26,341
Total Fund Balance...........c....ccoveenn.... $113,044 $ 139,711 $ 61,858 $ (20,049) $ 18,236 $ 312,800

Tax Stabilization and Advances to Other Funds

A tax stabilization arrangement is incorporated into the City’s adopted Reserve for Tax Stabilization Fund Balance Policy and
is governed by the City’'s Code of Ordinances. At December 31, 2014, the tax stabilization reserve was $73,299,000. Of this
amount, $16,700,000 has been committed to the funding of the 2015 General Fund budget and $56,599,000 is unassigned
for 2015 and subsequent years’ budgets. This Reserve includes an amount for advances of $6,593,000 from the General
Fund to the Capital Projects Fund. All General Fund appropriation balances not encumbered or carried over are reserved for
tax stabilization in subsequent years. The total amount that can be withdrawn from the reserved for tax stabilization in any
one year is an amount that prevents an increase of more than 3% in the City’s property tax rate, as defined, and is anticipated
to be available as of April 15 of the year covered by the budget. Such amount must be included in the adopted budgeted,
which requires a majority affirmative vote of the Common Council. Fund withdrawals not needed to stabilize the tax rate can
be made for up to 50% of the available balance, but require a three-fourths affirmative vote of the Common Council prior to
budget adoption.
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Fund deficit

The Capital Projects Fund had a deficit fund balance of $20,049,000 as of December 31, 2014, which is the result of
expending funds for construction in advance of issuing general obligation bonds. The City plans to eliminate the fund deficit
through the issuance of general obligation bonds in 2015.

10. INTERFUND RECEIVABLE AND PAYABLE BALANCES AND NET TRANSFERS

The individual interfund receivable and payable balances at December 31, 2014 were as follows:

Due From
Nonmajor Sewer Nonmajor
General Governmental Water Maintenance Enterprise
Fund Funds Works Fund Funds Total
(Thousands of Dollars)

General Fund .......ccccoveveneee $ - $ 299 $ 961 $ - $ - $ 1,260
° General Obligation Debt ........ - - 3,128 - - 3,128
| Capital Projects .......cccccocueee. 6,057 - - - - 6,057
3 Nonmajor Governmental Funds 22,598 - - - - 22,598
O water Works ovvooevvereernn. 32,372 - - 1,486 1,007 34,865
Sewer Maintenance ............... - - - - - -
Nonmajor Enterprise Funds ... 3,914 - - - - 3,914
Totals ..oooviiiiiiieiiees $ 64,941 $ 299 $ 4,089 $ 1,486 $ 1,007 $ 71,822

Balances resulted from the timing differences between the dates that (1) interfund goods and services are provided or
reimbursable expenditures occur, (2) transactions are recorded in the accounting system, (3) payments between funds are
made, and (4) funds overdraw their share of pooled cash or when there are transactions between funds where one fund does
not participate in the City’s pooled cash.

The City of Milwaukee General Fund advances funds to the Special Assessments Capital Projects fund periodically to finance
cash flows. These advances are non-interest bearing and are repaid as collections from the receivables are obtained. At
December 31, 2014 the outstanding balance was $6,593,000.

The City of Milwaukee Water Fund advanced $272,286 to the Parking Enterprise Fund in 2012. This advance is non interest
bearing and is due in annual installments from 2013 to 2021. At December 31, 2014 the outstanding balance was $191,000
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Interfund transfers for the year ended December 31, 2014 were as follows:

Funds Transferred To Fund Transferred From Amount
General Fund General Obligation Debt $ 1,647
Nonmajor Governmental Funds 9,073
Sewer Maintenance 925
Water Works 12,397
Nonmajor Enterprise Funds 1,586
Nonmajor Enterprise Funds 19,611
Nonmajor Enterprise Funds 1,673
Subtotal General Fund 46,912
General Obligation Debt General 135,000
General 2,119
Public Debt Amortization 6,900
Capital Projects 2,022
Nonmajor Governmental Funds 35,377
Sewer Maintenance 6,784
Nonmajor Enterprise Funds 710
Subtotal Debt Service __ 188,912
Nonmajor Enterprise General Obligation Debt 571
Subtotal Nonmajor Proprietary 571
Total Interfund Transfers $ 236,395

Transfers are used to (1) move revenues from the fund that statute or budget requires collection from to the fund that statute
or budget required to expend them, (2) move receipts restricted to debt service from the funds collecting the receipts to the
debt service fund as debt service payments become due, and (3) use unrestricted revenues collected in the general fund to
finance various programs accounted for in other funds in accordance with budgetary authorizations.
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11. BALANCES BETWEEN THE CITY AND COMPONENT UNITS
Balances due to and due from component units as of December 31, 2014 were as follows:

Primary
Government's
Component Unit Payable Receivable
(Thousands of Dollars)

Due from RACM for reimbursable expenditures ............. 318
Due from RACM for loans issued to developers for

the purpose of renovations and improvements to

existing parcels of real estate ............cccocoeiiiiiiiiie 22,421
Due from NIDC for home and Community Development

Block grants ........oceoiiiiiiiii 25
TOtal e $ 22,764
Primary

Government's
Component Unit Receivable Payable

(Thousands of Dollars)

Due to RACM for reimbursable expenditures ................. 220
Due to RACM for home and Community Development

Block grants .......coceiiiiiiiii 69
TOAl e $ 289

12. OPERATING LEASES

The City is the lessor for various properties under operating lease agreements expiring at various dates through 2015 and

beyond. Certain leases contain provisions for possible renewal at term of the lease.
Scheduled minimum lease payments for years ending December 31 are as follows:

Year Amount
(Thousands of Dollars)

2015 $ 5,609
2016 4,433
2017 4,061
2018 3,826
2019 3,408
2020-2024 18,471
2025-2029 18,662
2030-2034 11,567
2035 and beyond 5,801
Total $ 75,838
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13. COMMITMENTS AND CONTINGENCIES
Claims and Other Legal Proceedings

The City is exposed to various risks of losses related to torts, theft of, damage to, and destruction of assets; errors and
omissions; injuries to employee or natural disaster. With certain exceptions, it is not the policy of the City to purchase
commercial insurance for the risks of losses to which it is exposed. Instead, the City believes it is more economical to
manage its risks internally and set aside funds as needed for reasonably estimated current claim settlements and unfavorable
judgments through annual appropriations and supplemental appropriations. Current settlements are paid from the General
Fund and recorded as expenditures when paid in the fund based statements. The liabilities are recorded in the government-
wide financial statements.

Under Wisconsin Statutes, the amount recoverable by any person for any damages, injuries, or death in any action founded
on fact against the City, agencies, officials, officers, or employees cannot exceed $50,000, with certain exceptions.

The City is self-insured for workers’ compensation, health insurance (basic plan), uninsured motorist motor vehicle coverage
for City employees, and general liability. Liabilities are reported when it is probable that a loss can be reasonable estimated.
These losses include an estimate of claims that have been incurred but not reported. Liabilities are based on the estimated
ultimate cost of settling the claims, including the effects of inflation and other economic and social factors. Claims are paid
from the General Fund and recorded as expenditures when paid in the fund based financial statements. The liabilities are
recorded in the government-wide financial statements.

The liabilities recorded as long-term debt in the government-wide financial statements at December 31, 2014
were as follows:

General liability Claims ..o $ 13,358,000
Workers' compensation claims 12,346,000
Unemployment claims .......ccocciieeeiiiiiiines 466,000
Pollution remediation obligation..............coeiiiiiiiiiie e 1,413,000
Changes in the balances of claim liabilities during the past two years were as follows:

2013 2014
Beginning of year liability .........ccooiiiiiii $ 23,784,000 $ 25,804,000
Current year claims and changes in estimates 5,118,000 6,847,000
Claim PaYMENES  ....oiiiiiie i (3,098,000) (5,068,000)
End of year liability ........ccccooiiiiiiii e $ 25,804,000 $ 27,583,000

The City is self-insured for active and retiree health insurance, which is recorded in accounts payable within the general fund.
Changes in the balance of this claim liability during 2013 were for active only. Beginning in 2014, active and retiree are
included. The past years were as follows:

2013 2014
Beginning of year liability ...........ccccooviiiiiiiiiie e $ - $ 7,098,000
Current year claims and changes in estimates 62,530,000 93,561,000
Claim payments ......cccceeviiiiiiiiiiee e (55,432,000) (92,648,000)
End of year liability $ 7,098,000 $ 8,011,000
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Several plaintiffs have brought a series of approximately a dozen similar lawsuits against the City for the refund of allegedly
excessive property taxes on various commercial properties such as apartment buildings and pharmacies. The Circuit Court
branches have begun to schedule trials in the last half of 2014.

A plaintiff has challenged the assessment of its billboards in a section 74.37 action. The Wisconsin Supreme Court decided in
2006 that the economic scarcity value of the city-issue billboard permit has value that can be assessed as real property. The
Joint Finance Committee of the Wisconsin Legislature recently approved a new property tax exemption for these permits that
would end this assessment as of January 1, 2014, if adopted by the full Legislature and signed by the Governor. This would
effectively reverse the Supreme Court decision, leaving the taxes the City collected in 2009, 2010, 2011 and 2012 still at
issue in the court. The circuit court branches have begun to scheduling trials in the last half of 2014, however, these cases
are still pending.

Several Plaintiffs are contesting the property tax assessments of their contiguous oil terminals. They allege that the City’s
inclusion of the value of certain through-put contracts is contrary to law and that a tax refund is warranted. The City asserts
that the inclusion of the value of these contracts in the assessment is consistent with the law because they run with the
property. The four separate cases have been consolidated in court for a trial in 2015. This case is still pending.

A total of 19 lawsuits have been filed related to body cavity and strip search cases at the City of Milwaukee as of December
31, 2014. Three have been settled and 16 still remain pending.

Additionally, in 2014, six new lawsuits were filed against the City of Milwaukee. These are related to individual claims against
the City, two businesses filing suit against the City related to not granting licenses and finally a taxicab company filing a
lawsuit against the City for the City removing the taxicab permit limits.

However, in 2014, four cases were settled related to the following cases. The first one was a case against a police officer,
which was settled for $1,200,000. Another case of a citizen who claimed he was unlawfully shot by a police officer was
settled for $190,000.

Chaunte Ott had filed suit in 2009 that he was wrongly convicted of murder and imprisoned for 13 years. This case was
settled for $6,500,000. Lastly, a case from 2007 where a city resident was rear-ended by a city vehicle filing for damages was
settled for $40,000.

Environmental Liabilities

The nature and sources of the City’s pollution remediation obligation are asbestos abatement, underground storage tanks,
PCB pollution, and contaminated properties. The probability-weighted expected cash flow measurement technique is used in
determining the amount of liability. This involves determining a range of probabilities or likelihoods that different probable
outlays will be necessary and calculating a weighted average of these outlays. There is a potential for changes in the
estimated pollution remediation obligation due to third-party contracts and City labor costs changes, amendments to
regulatory requirements and rules, and previously unknown conditions. The estimated costs of $700,000 to address PBC
pollution could increase if the Environment Protection Agency (EPA) does not approve the City’s proposed cleanup methods.
The EPA could require the City to do additional testing and remediation, resulting in greater costs to the City. The City
qualifies for the State of Wisconsin Municipal Liability Exemption Program for contaminated properties. As long as the City is
protective of human health environment, cleanup is not required. The City generally cleans up contaminated properties
based on remediation grants awarded to the City. The City does not expect to receive any non-grant revenues from
insurance or other parties to reduce the City’s liability for pollution remediation.

During 2014, the City spent $38,000 in pollution remediation-related activities. At December 31, 2014, the City has an
outstanding liability of $1,413,000 related to pollution remediation obligations.

The City is exposed to numerous environmental liabilities, the most significant of which relate to seven landfills. Four of the
seven landfills have been closed. The remaining three landfills are no longer accepting waste. The Wisconsin Department of
Natural Resources has imposed closure requirements on the North College Avenue Site, which the City substantially closed
during 2000. The City has accrued $233,000 in the government-wide financial statement, as part of general liability claims for
landfill closure related to the three sites. The City spent $75,374 in post-closure care of solid waste landfills during 2014.
Actual future costs may be higher due to inflation, changes in technology, or changes in regulations.
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Intergovernmental grants

Intergovernmental awards received by the City are subject to audit and adjustment by the funding agency or their
representatives. If grant revenues are received for expenditures, which are subsequently disallowed, the City may be
required to repay the revenues to the funding agency. In the opinion of management, liabilities resulting from such disallowed
expenditures, if any, will not be material to the accompanying financial statements at December 31, 2014.

Commitments
The following is a list of encumbrances by function at December 31, 2014:
General Capital Water

Fund Projects Works Total
(Thousands of Dollars)

General government.........ccocceeveeeieeiieeenennns $ 16,072 $ 11 $ - $ 16,083
Conservation and development................... 138 4,597 - 4,735
Health. ........oooeee e 186 - - 186
LIDrary......coveeeeeeeeeeeeeeee e 130 3,043 - 3,173
Public safety.........ccccoeeviiiiiciiiceccee 3,656 3,759 - 7,415
PUDIiC WOIKS......oeeeeeeceecee e 1,035 - - 1,035
INfrastructures. ........ccoeeevveeeeceee e - 37,650 8,199 45,849
TOAl. v $ 21,217 $ 49,060 $ 8,199 $ 78,476

14. SUBSEQUENT EVENTS

On February 12, 2015, the City issued $4,135,000 of Extendable Municipal Commercial Paper for refunding purposes. This
issuance was repaid on May 28, 2015.

On March 2, 2015, the City issued $29,325,000 of Extendable Municipal Commercial Paper for refunding purposes. This
issuance was repaid on May 28, 2015.

On March 11, 2015, the City was advanced $6,590,067 on the 2014 Clean Water Fund loan from the State for Water Works
purposes. Annual payments are required in each of the years 2015 through 2034.

On May 28, 2015, the City issued $125,000,000 of general obligation cash flow promissory notes for cash flow purposes. The
maturity date is December 23, 2015, and is anticipated to be repaid from the receipt of State shared revenues.

On May 28, 2015, the City issued $131,270,000 of general obligation promissory notes, series N2 for capital projects, fiscal,
and refunding purposes. The notes mature in each of the years 2016 through 2025.

On May 28, 2015, the City issued $27,565,000 of general obligation corporate purpose bonds, series B3 for capital projects
and refunding purposes. The bonds mature in each of the years 2026 through 2032.

On May 28, 2015, the City issued $21,490,000 of general obligation corporate purpose bonds, series T4 for capital projects.
The bonds mature in each of the years 2026 through 2032.
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CITY OF MILWAUKEE Exhibit E-1
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2014

(Thousands of Dollars)
Actual -
Budgeted Amounts Amounts Variance
Original Final Budgetary Positive
Budget Budget Basis (Negative)
Revenues:
Property taxes .........ccoooioiieeeee e $ 188,270 $ 188,270 $ 179,269 $  (9,001)
(01 [T g 220 =Y N 3,022 3,837 6,091 2,254
Licenses and permits .........ccccoccveeviiieeeiiiee e 13,921 13,921 16,063 2,142
Intergovernmental ... 259,956 259,956 260,886 930
Charges for SErVICES .....ooeiieieeiiiieeiiiie e 112,958 113,446 114,743 1,297
Fines and forfeits ........ccccoeevieiiiieeeee e 4,755 4,755 4,577 (178)
(O] (o1 N 28,457 28,457 32,284 3,827
Total REVENUES  .....oooeoiieieeeeeeeeeee e 611,339 612,642 613,913 1,271
Expenditures:
Current:
General government .........cccceeiiiiieiiiiee e 273,522 275,922 254,418 21,504
Public safety ..o 269,098 268,001 267,344 657
Public WOrkS ... 97,450 103,334 103,244 90
Health ..o 9,269 9,472 9,028 444
Culture and recreation ... 16,229 16,380 16,342 38
Conservation and development ..........cccccceeeevieennn. 3,344 3,520 3,519 1
Total Expenditures .........ccccoeeveeeeiiieeciiiee e 668,912 676,629 653,895 22,734
Deficiency of Revenues over Expenditures ......... (57,573) (63,987) (39,982) 24,005
Other Financing Sources (Uses):
General obligation bonds and notes issued .............. - 4,948 139,948 135,000
TranSfers N ......ueeeee e 32,875 34,519 46,912 12,393
Transfers OUt ..o - - (137,119) (137,119)
Contributions received .........cccceeiiiiiiiiiiie e 30,451 30,451 23,752 (6,699)
Contributions used ........cccciiiiiiiiiii e (25,282) (24,984) (24,001) 983
Use of fund balance - reserved for tax stabilization .. 20,000 20,000 20,000 -
Total Other Financing Sources and Uses ............ 58,044 64,934 69,492 4,558
Net Change in Fund Balance ..........cccccceeviieeenns 471 947 29,510 28,563
Fund Balance - Beginning (Excludes Reserved for
Tax Stabilization) .......ccccevviieie e, 83,534 83,534 83,534 -
Fund Balance - Ending ......ccoooiiiiiiismnccee e $ 84,005 $ 84,481 $113,044 $ 28,563

Explanation of Differences of Budget to GAAP:

For budget purposes, the fund balance - reserved for tax stabilization is reflected as other financing sources whereas

for accounting purposes, it is reflected as part of fund balance. The difference between the fund balance on a GAAP
basis compared with budget basis is $20 million at January 1, 2014.

Contributions received and used for budget purposes are reported as other financing sources, but for GAAP are
considered to be revenues and expenditures.

The City budgets for pension contributions to paid from the Employees' Retirement System reserve fund as revenues and
expenditures which are netted for GAAP basis fund presentation. In 2014, this amount was $13.5 million.

See accompanying independent auditors' report.




CITY OF MILWAUKEE Exhibit E-2
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS
FOR THE YEAR ENDED DECEMBER 31, 2014
(unaudited)
Retiree Health and Life Insurance
Actuarial
Accrued UAAL as a
Actuarial  Actuarial Liability (AAL) - Percentage
Valuation Value of Projected Unfunded AAL Funded of Covered
Date Assets Unit Credit (UAAL) Ratio Payroll
1/1/2012 - 946,857,500 946,857,500 0.0% 409,571,707 231.20%
1/1/2013 - 888,982,700 888,982,700 0.0% 382,794,900 232.23%
1/1/2014 - 928,496,000 928,496,000 0.0% 408,230,744 227.44%

See accompanying independent auditors' report.
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Budgets and Budgetary Accounting

City departments are required to submit their annual budget requests for the ensuing year to the Mayor by the second
Tuesday in May. The Department of Administration, Division of Budget and Management Analysis, acting as staff for the
Mayor, reviews the request in detail with the departments during June and July. After all of the requests have been
reviewed, the Mayor submits his proposed Executive Budget to the Common Council. The City Charter requires that this be
done on or before September 28. The Common Council must complete its review and adopt the budget on or before
November 14. Once adopted, Common Council approval is required to amend the total appropriations by a department, the
legal level of control for each budget. During the year, various amendments were made to the budget including carryovers of
appropriations and encumbrances, and internal transfers.

Annual budgets are legally adopted by the Common Council for some but not all governmental funds. Annual budgets are
not adopted for Special Revenue Fund - Delinquent Tax, Debt Service Fund - Public Debt Amortization and Capital Projects
Funds. The Debt Service Fund - General Obligation Debt uses a non-appropriated budget. Budgets for Capital Projects
Funds are prepared for the project life, rather than for the standard current fiscal year. Therefore, project appropriations for
these budgets lapse at the conclusion of the project. All other appropriations lapse at the end of the current fiscal year.
Governmental funds for which annual budgets have been adopted are included in the accompanying Required
Supplementary Information Budgetary Comparison Schedule and in the Schedule of Revenues, Expenditures and Changes
in Fund Balances - Budget and Actual.

Schedule of Funding Progress — Actuarial Methods and Assumptions

Valuation date January 1, 2014
Actuarial cost method Projected unit credit
Amortization method Level percentage of pay
Amortization period 30 years (open)
Actuarial assumptions:
Investment rate of return 4.5%
Projected salary increases 3.0%
Health care inflation rate 8.0% per year graded down to 4.5% per year

ultimate trend in 0.5% increments.

100



REMAINDER OF FINANCIAL SECTION
Combined and Individual Fund Statements and Schedules
Miscellaneous Financial Data

STATISTICAL SECTION

Pages 101-162 Omitted



[This page intentionally left blank]



APPENDIX B
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(To Be Dated the Date of Issuance)

The City Comptroller and the Commissioners
of the Public Debt of the City of Milwaukee,
Wisconsin

Milwaukee, Wisconsin

Re: City of Milwaukee, Wisconsin
$ General Obligation Promissory Notes, Series 2016 N5

Ladies and Gentlemen:

The General Obligation Promissory Notes, Series 2016 N5 (the ““Notes’) of the City of
Milwaukee, Wisconsin (the “City”) are in fully registered form; are dated the date hereof; are in
denominations of $5,000 each and integral multiples thereof; are appropriately lettered and
numbered; mature on the dates and in the principal amounts as set forth below, and bear interest
payable on April 1 and October 1 of each year, commencing on October 1, 2016, at the rates per
annum, as follows:

PRINCIPAL INTEREST
DATE AMOUNT RATE
October 1, 2016 $ %
April 1, 2017
April 1, 2018
April 1, 2019
April 1, 2020

The Notes are not subject to redemption prior to maturity.

We have examined the documents which we deem pertinent to the validity of the Notes,
including the certified record evidencing the authorization of the Notes by the Common Council
of the City. On the basis of such examination we are of the opinion that the Notes have been
lawfully authorized and issued under the laws of the State of Wisconsin; that they are the lawful
and enforceable obligations of the City in accordance with their terms, except that the rights of
the owners of the Notes and the enforceability of the Notes may be limited by bankruptcy,
insolvency, moratorium, reorganization and other similar laws affecting the rights of creditors
and secured parties and by equitable principles, whether considered at law or in equity, including
the exercise of judicial discretion; that they are payable from taxes to be levied on all taxable
property in the City, without limitation as to rate or amount; and that the form of Note prescribed
for said issue is proper.



Based upon our review of official certificates and proceedings submitted by the City, it is
our opinion that, subject to compliance by the City with certain covenants, under present law,
interest on the Notes is excludible from gross income of the owners thereof for federal income
tax purposes, and is not included as an item of tax preference in computing the alternative
minimum tax for individuals and corporations under the Internal Revenue Code of 1986, as
amended, but is taken into account, however, in computing an adjustment used in determining
the federal alternative minimum tax for certain corporations. Failure to comply with certain of
such covenants of the City could cause the interest on the Notes to be included in gross income
for federal income tax purposes retroactively to the date of the issuance of the Notes. Ownership
of the Notes may result in other federal tax consequences to certain taxpayers, and we express no
opinion regarding any such collateral consequences arising with respect to the Notes.

It is further our opinion that under the laws of the State of Wisconsin, as presently enacted and
construed, interest on the Notes is exempt from the income tax imposed by the State of Wisconsin (i) on
individuals and fiduciaries by Section 71.02 of the Wisconsin Statutes, as supplemented and amended,
and (ii) on the corporations subject to taxation under the corporate income tax imposed by
Section 71.23(1) of the Wisconsin Statutes, as supplemented and amended. However, interest on the
Notes is not exempt from the franchise tax imposed by Section 71.23(2) of the Wisconsin Statutes, as
supplemented and amended. Corporate bondholders should consult their own tax advisors to determine
whether such corporations are subject to the franchise tax. We express no opinion regarding taxation of
the Notes or interest thereon under any other provisions of Wisconsin law. Ownership of the Notes may
result in other Wisconsin tax consequences to certain taxpayers, and we express no opinion regarding any
such collateral consequences arising with respect to the Notes.

We express no opinion herein as to the accuracy, adequacy or completeness of the
Official Statement with respect to the Notes or any other information furnished to any person in
connection with any offer or sale of the Notes.

In rendering this opinion, we have relied upon certifications of the City with respect to
certain material facts solely within the knowledge of the City. Our opinion represents our legal
judgment based upon our review of the law and the facts that we deem relevant to render such
opinion, and is not a guarantee of result. This opinion is given as of the date hereof, and we
assume no obligation to revise or supplement this opinion to reflect any facts or circumstances
that may hereafter come to our attention or any changes in law that may hereafter occur.

Respectfully submitted,



(To Be Dated the Date of Issuance)

The City Comptroller and the Commissioners
of the Public Debt of the City of Milwaukee,
Wisconsin

Milwaukee, Wisconsin

Re: City of Milwaukee, Wisconsin
$ General Obligation Corporate Purpose Bonds, Series 2016 B6

Ladies and Gentlemen:

The General Obligation Corporate Purpose Bonds, Series 2016 B6 (the ““Bonds’) of the
City of Milwaukee, Wisconsin (the *““City””) are in fully registered form; are dated the date
hereof; are in denominations of $5,000 each and integral multiples thereof; are appropriately
lettered and numbered; mature serially on April 1 of each of the years and in the principal
amounts as set forth below, and bear interest, payable on April 1 and October 1 of each year,
commencing on October 1, 2016, at the rates per annum, as follows:

PRINCIPAL INTEREST PRINCIPAL INTEREST
YEAR AMOUNT RATE YEAR AMOUNT RATE
2021 $ % 2027 $ %
2022 2028
2023 2029
2024 2030
2025 2031
2026 2032
2033

The Bonds maturing on and after April 1, 2027, are subject to redemption prior to maturity
at the option of the City, as a whole or in part in such order of maturity as the City may determine,
on April 1, 2026, and on any date thereafter at a redemption price of 100% of the principal amount
thereof being redeemed, plus accrued interest to the date fixed for redemption.

We have examined the documents which we deem pertinent to the validity of the Bonds,
including the certified record evidencing the authorization of the Bonds by the Common Council
of the City. On the basis of such examination we are of the opinion that the Bonds have been
lawfully authorized and issued under the laws of the State of Wisconsin; that they are the lawful
and enforceable obligations of the City in accordance with their terms, except that the rights of the
owners of the Bonds and the enforceability of the Bonds may be limited by bankruptcy,
insolvency, moratorium, reorganization and other similar laws affecting the rights of creditors and
secured parties and by equitable principles, whether considered at law or in equity, including the
exercise of judicial discretion; that they are payable from taxes to be levied on all taxable property
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in the City, without limitation as to rate or amount; and that the form of Bond prescribed for said
issue, which we have examined, is proper.

Based upon our review of official certificates and proceedings submitted by the City, it is
our opinion that, subject to compliance by the City with certain covenants, under present law,
interest on the Bonds is excludible from gross income of the owners thereof for federal income
tax purposes, and is not included as an item of tax preference in computing the alternative
minimum tax for individuals and corporations under the Internal Revenue Code of 1986, as
amended, but is taken into account, however, in computing an adjustment used in determining
the federal alternative minimum tax for certain corporations. Failure to comply with certain of
such covenants of the City could cause the interest on the Bonds to be included in gross income
for federal income tax purposes retroactively to the date of the issuance of the Bonds.
Ownership of the Bonds may result in other federal tax consequences to certain taxpayers, and
we express no opinion regarding any such collateral consequences arising with respect to the
Bonds.

It is further our opinion that under the laws of the State of Wisconsin, as presently enacted and
construed, interest on the Bonds is exempt from the income tax imposed by the State of Wisconsin (i) on
individuals and fiduciaries by Section 71.02 of the Wisconsin Statutes, as supplemented and amended,
and (ii) on the corporations subject to taxation under the corporate income tax imposed by
Section 71.23(1) of the Wisconsin Statutes, as supplemented and amended. However, interest on the
Bonds is not exempt from the franchise tax imposed by Section 71.23(2) of the Wisconsin Statutes, as
supplemented and amended. Corporate bondholders should consult their own tax advisors to determine
whether such corporations are subject to the franchise tax. We express no opinion regarding taxation of
the Bonds or interest thereon under any other provisions of Wisconsin law. Ownership of the Bonds may
result in other Wisconsin tax consequences to certain taxpayers, and we express no opinion regarding any
such collateral consequences arising with respect to the Bonds.

We express no opinion herein as to the accuracy, adequacy or completeness of the Official
Statement or any other information furnished to any person in connection with any offer or sale of
the Bonds.

Our opinion represents our legal judgment based upon our review of the law and the facts
that we deem relevant to render such opinion, and is not a guarantee of result. This opinion is
given as of the date hereof, and we assume no obligation to revise or supplement this opinion to
reflect any facts or circumstances that may hereafter come to our attention or any changes in law
that may hereafter occur.

Respectfully submitted,
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MASTER CONTINUING DISCLOSURE CERTIFICATE

This Master Continuing Disclosure Certificate (the “Certificate”) dated as of December 1, 2010 is
executed and delivered in connection with the issuance, from time to time, of municipal securities of the
City of Milwaukee, Wisconsin (the “City”) and pursuant to resolution 100846 duly adopted by the
Common Council of the City on November 23, 2010 (the “Resolution”). Capitalized terms used in this
Certificate shall have the respective meanings specified above or in Article | hereof. Pursuant to the
Resolution, the City agrees as follows:

ARTICLE I - Definitions

Section 1.1. Definitions. The following capitalized terms used in this Certificate shall have the
following respective meanings:

@ “Annual Financial Information” means, collectively, (i) the financial information
and operating data as described in an Addendum Describing Annual Report (Exhibit B); and
(ii) information regarding amendments to this Certificate required pursuant to Sections 4.2(c) and
(d) of this Certificate.

The descriptions contained in clause (i) above of financial information and operating data
constituting Annual Financial Information are of general categories of financial information and
operating data. Where such descriptions include information that no longer can be generated
because the operations to which it related have been materially changed or discontinued, a new
Addendum Describing Annual Report shall be executed describing the information to be
provided.

2 “Audited Financial Statements” means the annual financial statements, if any, of
the City, audited by such auditor as shall then be required or permitted by State law or the
Resolution. Audited Financial Statements shall be prepared in accordance with GAAP for
governmental units as prescribed by GASB; provided, however, that the City may from time to
time, if required by federal or State legal requirements, modify the basis upon which its financial
statements are prepared. Notice of any such modification, other than modifications prescribed by
GASB, shall be provided to the Repository, and shall include a reference to the specific federal or
State law or regulation describing such accounting basis.

3 “Counsel” means a nationally recognized bond counsel or counsel expert in
federal securities laws, acceptable to the City.

(@) “GAAP” means generally accepted accounting principles for governmental units
as prescribed by GASB.

5) “GASB” means the Governmental Accounting Standards Board.

(6) “Material Event” means any of the following events with respect to the Offered
Obligations, whether relating to the City or otherwise:

(i) principal and interest payment delinquencies;

(i) non-payment related defaults, if material;

(iii) unscheduled draws on debt service reserves reflecting financial
difficulties;

(iv) unscheduled draws on credit enhancements reflecting financial
difficulties;

(V) substitution of credit or liquidity providers, or their failure to perform;
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(vi)  adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701-TEB) or other material notices or determinations with
respect to the tax-exempt status of the Offered Obligations, or other
events affecting the tax-exempt status of the Offered Obligations;

(vii)  modifications to rights of Security Holders, if material;

(viii)  bond calls, if material;

(ix)  defeasances;

(€9] release, substitution, or sale of property securing repayment of the
Offered Obligations, if material;

(xi) rating changes;

(xii)  tender offers;

(xiit)  bankruptcy, insolvency, receivership or similar event of the Obligor (as
specified in the Addendum Describing Annual Report).

The event is considered to occur when any of the following
occur: the appointment of a receiver, fiscal agent or similar
officer for the Obligor in a proceeding under the
U.S. Bankruptcy Code or in any other proceeding under state or
federal law in which a court or governmental authority has
assumed jurisdiction over substantially all of the assets or
business of the Obligor, or if such jurisdiction has been assumed
by leaving the existing governing body and officials or officers
in possession but subject to the supervision and orders of a court
or governmental authority, or the entry of an order confirming a
plan of reorganization, arrangement or liquidation by a court or
governmental authority having supervision or jurisdiction over
substantially all of the assets or business of the Obligor.

(xiv) the consummation of a merger, consolidation, or acquisition involving
the Obligor or the sale of substantially all of the assets of the Obligor,
other than pursuant to its terms, if material; and

(xv)  appointment of a success or additional trustee or the change of name of a
trustee, if material.

@) “Material Event Notice” means notice of a Material Event.

(8) “MSRB” means the Municipal Securities Rulemaking Board established pursuant
to the provisions of Section 15B(b)(1) of the Securities Exchange Act of 1934.

9 “Offered Obligations” means an issue of municipal securities of the City in
connection with which the City has executed and delivered a Supplemental Certificate
(Exhibit C).

(10)  “Official Statement” means the “final official statement” as defined in paragraph
(f)(3) of the Rule.

(11)  “Repository” means the SID and repository(ies), as designated from time to time
by the SEC to receive continuing disclosure filings. The SID, repository(ies), and filing
information are set forth in the Addendum Describing Repository and SID (Exhibit A) as may be
revised from time to time.

(12)  “Rule” means Rule 15c¢2-12 promulgated by the SEC under the Securities
Exchange Act of 1934 (17 CFR Part 240, §240.15c2-12), as in effect on the date of this
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Certificate, including any amendments and official interpretations thereof issued either before or
after the effective date of this Certificate which are applicable to this Certificate.

(13)  “SEC” means the United States Securities and Exchange Commission.
(14)  “Security Holders” means the holders from time to time of Offered Obligations.

(15) “SID” means, at any time, a then-existing state information depository, if any, as
operated or designated as such by or on behalf of the State for the purposes referred to in the
Rule. As of the date of this Certificate, there is no SID.

(16)  “State” means the State of Wisconsin.

(17)  “Unaudited Financial Statements” means the same as Audited Financial
Statements, except the same shall not have been unaudited.

(18)  “Underwriters” means the underwriter(s) purchasing an issue of Offered
Obligations.

ARTICLE Il - The Undertaking

Section 2.1. Purpose. This Certificate shall apply to Offered Obligations, and shall constitute
a written undertaking for the benefit of the Security Holders, and is being executed and delivered solely to
assist the Underwriters in complying with subsection (b)(5) of the Rule.

Section 2.2.  Annual Financial Information. (a) The City shall provide Annual Financial
Information for the City with respect to each fiscal year of the City, by no later than nine months after the
end of the respective fiscal year, to the Repository.

(b) The City shall provide, in a timely manner, not in excess of ten (10) business days after
the occurrence of the event, notice of any failure of the City to provide the Annual Financial Information
by the date specified in subsection (a) above to the Repository.

Section 2.3.  Audited Financial Statements. If not provided as part of Annual Financial
Information by the dates required by Section 2.2(a) hereof, the City shall provide Audited Financial
Statements, when and if available, to the Repository.

Section 2.4. Notices of Material Events. (a) If a Material Event occurs, the City shall provide,
in a timely manner not in excess of ten (10) business days after the occurrence of the event, a Material
Event Notice to the Repository.

(b) Upon any legal defeasance of an Offered Obligation, the City shall provide notice of such
defeasance to the Repository, which notice shall state whether the Offered Obligations to be defeased
have been defeased to maturity or to redemption and the timing of such maturity or redemption.

Section 2.5.  Additional Disclosure Obligations. The City acknowledges and understands that
other state and federal laws, including but not limited to the Securities Act of 1933 and SEC Rule 10b-5
promulgated under the Securities Exchange Act of 1934, may apply to the City, and that under some
circumstances compliance with this Certificate, without additional disclosures or other action, may not
fully discharge all duties and obligations of the City under such laws.

Section 2.6.  Additional Information. Nothing in this Certificate shall be deemed to prevent the
City from disseminating any other information, using the means of dissemination set forth in this




Certificate or any other means of communication, or including any other information in any Annual
Financial Information or Material Event Notice, in addition to that which is required by this Certificate. If
the City chooses to include any information in any Annual Financial Information or Material Event
Notice in addition to that which is specifically required by this Certificate, the City shall have no
obligation under this Certificate to update such information or include it in any future Annual Financial
Information or Material Event Notice.

ARTICLE Il - Operating Rules

Section 3.1. Reference to Other Documents. It shall be sufficient for purposes of Section 2.2
hereof if the City provides Annual Financial Information by specific reference to documents (i) either
(1) provided to the Repository existing at the time of such reference, or (2) filed with the SEC, or (ii) if
such a document is an Official Statement, available from the MSRB.

Section 3.2. Submission of Information. Annual Financial Information may be provided in
one document or multiple documents, and at one time or in part from time to time.

Section 3.3. Material Event Notices. Each Material Event Notice shall be so captioned and
shall prominently state the title, date and CUSIP numbers of the Offered Obligations.

Section 3.4. Transmission of Information and Notices. Transmission of information and
notices shall be as prescribed by the SEC and the Repository. The transmission requirements are
described in the Addendum Describing Repository.

ARTICLE IV - Termination, Amendment and Enforcement

Section 4.1. Termination. (a) The City’s obligations under this Certificate with respect to an
Offered Obligation shall terminate upon legal defeasance, prior redemption or payment in full of the
Offered Obligation.

(b) This Certificate or any provision hereof, shall be null and void in the event that the City
(1) delivers to the City an opinion of Counsel, addressed to the City, to the effect that those portions of
the Rule which require the provisions of this Certificate or any of such provisions, do not or no longer
apply to the Offered Obligations, whether because such portions of the Rule are invalid, have been
repealed, or otherwise, as shall be specified in such opinion, and (2) delivers copies of such opinion to the
Repository.

Section 4.2. Amendment. (a) This Certificate may be amended, by written certificate of the
Comptroller, without the consent of the Security Holders if all of the following conditions are satisfied:
(1) such amendment is made in connection with a change in circumstances that arises from a change in
legal (including regulatory) requirements, a change in law (including rules or regulations) or in
interpretations thereof, or a change in the identity, nature or status of the City or the type of business
conducted thereby; (2) this Certificate as so amended would have complied with the requirements of the
Rule as of the date of this Certificate, after taking into account any amendments or interpretations of the
Rule, as well as any change in circumstances; (3) the City shall have received an opinion of Counsel
addressed to the City, to the same effect as set forth in clause (2) above and further to the effect that the
amendment does not materially impair the interests of the Security Holders; and (4) the City delivers
copies of such opinion and amendment to the Repository.

(b) In addition to subsection (a) above, this Certificate may be amended and any provision of
this Certificate may be waived, without the consent of the Security Holders, if all of the following
conditions are satisfied: (1) an amendment to the Rule is adopted, or a new or modified official
interpretation of the Rule is issued, after the effective date hereof which is applicable to this Certificate;
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(2) the City shall have received an opinion of Counsel to the effect that performance by the City under
this Certificate as so amended or giving effect to such waiver, as the case may be, will not result in a
violation of the Rule; and (3) the City shall have delivered copies of such opinion and amendment to the
Repository.

(© To the extent any amendment to this Certificate results in a change in the types of
financial information or operating data provided pursuant to this Certificate, the first Annual Financial
Information provided thereafter shall include a narrative explanation of the reasons for the amendment
and the impact of the change.

(d) If an amendment is made to the accounting principles to be followed in preparing
financial statements, other than changes prescribed by GASB, the Annual Financial Information for the
year in which the change is made shall present a comparison between the financial statements or
information prepared on the basis of the new accounting principles and those prepared on the basis of the
former accounting principles. Such comparison shall include a qualitative and, to the extent reasonably
feasible, quantitative discussion of the differences in the accounting principles and the impact of the
change in the accounting principles on the presentation of the financial information. Notice of any such
amendment shall be provided by the City to the Repository.

Section 4.3. Benefit; Third-Party Beneficiaries; Enforcement. (a) The provisions of this
Certificate shall constitute a contract with and inure solely to the benefit of the Security Holders.
Beneficial owners of Offered Obligations shall be third-party beneficiaries of this Certificate.

(b) Except as provided in this subparagraph (b), the provisions of this Certificate shall create
no rights in any person or entity. The obligations of the City to comply with the provisions of this
Certificate shall be enforceable by the Security Holders, including beneficial owners of Offered
Obligations. The Security Holders’ rights to enforce the provisions of this Certificate shall be limited
solely to a right, by action in mandamus or for specific performance, to compel performance of the City’s
obligations under this Certificate and the Resolution. In consideration of the third-party beneficiary status
of beneficial owners of Offered Obligations pursuant to subsection (a) of this Section, beneficial owners
shall be deemed to be Security Holders for purposes of this subsection (b).

(©) Any failure by the City to perform in accordance with this Certificate shall not constitute
a default under the Resolution and any rights and remedies provided by the Resolution upon the
occurrence of a default shall not apply to any such failure.

(d) This Certificate shall be construed and interpreted in accordance with the laws of the
State, and any suits and actions arising out of this Certificate shall be instituted in a court of competent
jurisdiction in the State; provided, however, that to the extent this Certificate addresses matters of federal
securities laws, including the Rule, this Certificate shall be construed in accordance with such federal
securities laws and official interpretations thereof.

IN WITNESS WHEREOF, | have hereunto executed this Certificate this 1% day of December,
2010.

CITY OF MILWAUKEE, WISCONSIN

By:

Comptroller



ADDENDUM DESCRIBING REPOSITORY AND SID

This Addendum Describing Repository (the “Addendum”) is delivered by the City of Milwaukee,
Wisconsin (the “Issuer”) pursuant to the Master Continuing Disclosure Certificate, executed and
delivered by the Issuer and dated December 1, 2010. This Addendum describes the filing information as
specified by the Securities and Exchange Commission.

Repositories

In December, 2008, the Securities and Exchange Commission modified Exchange Act Rule 15¢2-
12 to require that Continuing Disclosure shall be made to the Electronic Municipal Market
Access system administered by the MSRB (“EMMA). Pursuant to that modification, continuing
disclosure filings will be provided to the Municipal Securities Rulemaking Board for disclosure
on the EMMA system.

Information submitted to the MSRB for disclosure on the EMMA shall be in an electronic format
as prescribed by the MSRB. All documents provided to the MSRB shall be accompanied by
identifying information as prescribed by the MSRB.

SID (State Information Depository)
None.

IN WITNESS WHEREOF, this Addendum is executed this 1 day of December, 2010.

CITY OF MILWAUKEE, WISCONSIN

By:

Comptroller



ADDENDUM DESCRIBING ANNUAL REPORT
FOR GENERAL OBLIGATION DEBT

This Addendum Describing Annual Report for General Obligation Debt (the “Addendum”) is delivered
by the City of Milwaukee, Wisconsin (the “City”) pursuant to the Master Continuing Disclosure
Certificate (the “Certificate™), executed and delivered by the Issuer and dated December 1, 2010. This
Addendum describes the content of Annual Financial Information prepared with respect to general
obligation debt of the Issuer. Capitalized terms that are not defined in this Addendum have the meanings
set forth in the Certificate.

Obligor: The City of Milwaukee, Wisconsin

Content of Annual Financial Information for Issuer:

Audited Financial Statements, if available, or Unaudited Financial Statements of the Issuer.
IN WITNESS WHEREOF, this Addendum is executed this 1* day of December, 2010.

CITY OF MILWAUKEE, WISCONSIN

By:

Comptroller
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SUPPLEMENTAL CERTIFICATE

This Supplemental Certificate is executed and delivered by the City of Milwaukee, Wisconsin
(the “Issuer™) to supplement the Master Continuing Disclosure Certificate (the “Certificate™), executed
and delivered by the Issuer and dated December 1, 2010. Pursuant to the provisions of the Certificate, the
Issuer hereby determines that the Certificate and the Addendum Describing Annual Report, as described
below, shall apply to the following issue of obligations:

Name of Obligations:

3 ,000 General Obligation Promissory Notes, Series 2016 N5
,000 General Obligation Corporate Purpose Bonds, Series 2016 B6

Addendum Describing Annual Report:

ADDENDUM DESCRIBING ANNUAL REPORT
FOR GENERAL OBLIGATION DEBT

Date of Issues:
June 24, 2016

No Previous Non-Compliance. The Issuer represents that for the period beginning 6 years prior to the date
hereof, it has not failed to comply in any material respect with any previous undertaking in a written
contract or agreement specified in paragraph (b)(5)(i) of the Rule.

IN WITNESS WHEREOF, this Supplemental Certificate is executed this 24" day of June, 2016.

CITY OF MILWAUKEE, WISCONSIN

By:

Comptroller

MM:RL



City of Milwaukee, Wisconsin
Continuing Disclosure Filings on the EMMA
Since April 1, 2011

CAFRF (1)
Date Submission 1D Description of Filing City MPS
6/__/2016 OS: Series 2016 N5, B6
6/__/2016 POS: Series 2016 N5, B6
6/1/2016 EP741451 Failure to file CAFR, City by June 30
5/12/2016 EP735406 OS: Series 2016 T4
5/12/2016 EP735405 OS: Series 2016 N2, B3
5/12/2016 EP735402 OS: Series 2016 R1
5/2/2016 ER755640 Bond Call, Mandatory Sinking Fund Redemption: Series
2001-A
4/26/2016 EP735155 POS: Series 2016 T4
4/26/2016 EP735154 POS: Series 2016 N2, B3
4/26/2016 EP735152 POS: Series 2016 R1
3/8/2016 ES622894 Rating Change: Moody’s on RACM (MPS NSI) to “Al1” and
“pD"
1/4/2016 ES611748 CAFR, MPS, 6/30/15 2015
1/4/2016 ES611742 Bond Call: 2006 B2
11/19/2015 EP705011 Reoffering Circular, Series 2012 V10
10/5/2015 ER730150 OS Series 2015 M7 MPS RANSs
9/22/2015 ES596432 POS: Series 2015 M7 MPS RANs
9/10/2015 EA600555 CAFR, City, 12/31/14, previous file replaced with final
formatting
7/31/2015 EA600555 CAFR, City, 12/31/14, raw formatting (archived) 2014
7/1/2015 ER718386 Bond Call: 2005 B10, 2019-2022 maturities
7/1/2015 ER716342 Bond Call: 2005 B10, 2016-2018 maturities
6/29/2015 ER713827 Bond Call: RACM 2005A (MPS Congress Craig Fratney)
6/26/2015 ER712870 Official Statement RACM 2015A MPS QSCB
6/4/2015 EP687877 Failure to file CAFR, City by June 30
5/26/2015 EP685340 OS Series 2015 T4
5/26/2015 EP685338 OS Series 2015 N2 B3
5/26/2015 EP685335 OS Series 2015 R1
5/8/2015 ER699706 POS: Series 2015 R1, N2, B3, and T4
5/1/2015 ER697247 Bond Call, Mandatory Sinking Fund Redemption: Series
2001-A
1/30/2015 EA572313 CAFR, MPS, 6/30/14 2014
1/23/2015 EA566970 Bond Call: 2005 B2, 2018-2022 maturities
1/20/2015 EA564896 Bond Call: 2005 A5
1/8/2015 ER670752 Bond Call: 2005 B2, 2018-2022 maturities
12/31/2014 ER667442 Bond Call: 2005 B2
10/23/2014 ER645647 Successor Trustee: 2009 M6, and 2010 M6 QSCB
10/14/2014 EA543863 OS Series 2014 M4

(1) The current requirement for the City’s audit to be filed is by June 30™. In 2018, or when the 2001-A Bonds are defeased, the new
requirement will be by September 30". MPS's audit is required to be filed by March 31%,
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City of Milwaukee, Wisconsin
Continuing Disclosure Filings on the EMMA
Since April 1, 2011

CAFRF (1)
Date Submission 1D Description of Filing City MPS
10/7/2014 EA472095 2012 CAFR, City updated to also be the AFI filing
10/1/2014 EP666595 POS Series 2014 M4
7/31/2014 ER639237 CAFR, City, 12/31/13 2013
7/29/2014 ER637373 Pension Actuarial Valuation Report, 1/1/13
7/29/2014 ER637379 Pension Actuarial Valuation Report, 1/1/14
7/18/2014 ER635579 Successor Trustee, 2003 RACM Pension Bonds
7/14/2014 EA521008 Bank Loan, Series 2013 T4, PNC Line
6/3/2014 ER626851 Failure to file CAFR, City by June 30
5/9/2014 EA508249 Official Statement with updated financial information
5/9/2014 EA508254 Official Statement with updated financial information
5/9/2014 EA508256 Official Statement with updated financial information
4/11/2014 EP645783 Rating Change: Moody’s on City to “Aa3”
1/30/2014 ER606473 Bond Call: Series 2004 B1
12/29/2013 ER598943 CAFR, MPS, 6/30/13 2013
10/18/2013 ER579753 Official Statement with updated financial information
9/13/2013 ER570974 CAFR, City, 12/31/11 (color)
9/13/2013 ER570972 Official Statement with updated financial information
8/20/2013 EA472095 CAFR, City, 12/31/12 2012
6/26/2013 EA461298 Failure to file CAFR, City by June 30
6/26/2013 EA461481 Bond Call: RACM 2003A (MPS NSI)
6/17/2013 EA457491 Bond Call: RACM 2005A (MPS Congress Craig Fratney)
5/15/2013 EA454755 Bond Call: 2004 B1
5/15/2013 EA454753 Bond Call: 2003 B6
5/15/2013 EA454742 Refunding: 2003 B6, 2004 B1, RACM 2005A
5/1/2013 EP614626 Bond Call: Sewer 2003
4/11/2013 EP612596 Bond Call: RACM 2002A (MPS NSI)
4/2/2013 EP608693 Bond Call: Sewer 2003 S4
2/18/2013 EA438554 CAFR, MPS, 6/30/12 (Revised)
2/6/2013 EA440349 Bond Call: 2003 B1
12/28/2012 ER529554 CAFR, MPS, 6/30/12 2012
10/3/2012 EP573117 Rating Change: Fitch on City to “AA”
8/9/2012 EP557070 Bond Call: Series Y
8/4/2012 EP555645 City Pension Actuarial Valuation Report, 1/1/12
8/1/2012 ER517058 CAFR, City, 12/31/11 (black and white) 2011
7/24/2012 ER513579 Bond Call: Series Y
6/27/2012 ER506658 Failure to file CAFR, City by June 30
5/4/2012 EP532107 Official Statement with updated financial information
5/4/2012 EP532139 Defeasance: Series Y, 2003 B1, 2004 B1, 2005 B2, 2005 B10
4/23/2012 ER498389 Bond Call: Series 2005 V8
4/18/2012 ER496979 Bond Call: Sewer 2001
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City of Milwaukee, Wisconsin
Continuing Disclosure Filings on the EMMA
Since April 1, 2011

CAFRF (1)

Date Submission 1D Description of Filing City MPS

4/16/2012 ER496146 Rating Change: Moody’s on City to “Aa2”

2/7/2012 ER488520 Bond Call: Series W

2/1/2012 ER486957 Bond Call: Series W

12/29/2011 ER471009 CAFR, MPS, 6/30/11 2011

12/9/2011 ER460717 Rating Change: S&P on Assured Guarantee to “AA-"

10/3/2011 EP491777 Bond Call: Series 2005 V8

8/29/2011 EP470073 CAFR, City, 12/31/10 2010

7/18/2011 EP459500 Bond Call: Series T

7/18/2011 EP459484 Bond Call: Series U

7/7/2011 ER426014 Bond Call: Series T

6/20/2011 ER418455 Modification of Rights: Sewer 2001, Sewer 2003 S4

6/9/2011 ER414894 Failure to file CAFR, City by June 30

6/9/2011 ER414892 Official Statement with updated financial information

6/9/2011 ER414891 Official Statement with updated financial information

6/9/2011 ER414890 Bond Call: Series U

6/9/2011 ER414889 Bond Call: Series T

6/9/2011 ER414887 Defeasance: Sewer 2001, Sewer 2003 S4

(1) The current requirement for the City’s audit to be filed is by June 30™. In 2018, or when the 2001-A Bonds are defeased, the new
requirement will be by September 30". MPS's audit is required to be filed by March 31%,
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BOOK-ENTRY-ONLY SYSTEM
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BOOK-ENTRY-ONLY SYSTEM

The information in this section concerning The Depository Trust Company (“DTC’’) and DTC’s
book-entry-only system has been obtained from DTC, and the City and the Underwriter take no
responsibility for the accuracy thereof.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
Offered Obligations. The Offered Obligations will be issued as fully-registered securities registered in
the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully-registered Note certificate will be issued for each maturity
of the Offered Obligations, each in the aggregate principal amount of such maturity, and will be deposited
with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U. S. and non-U.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) deposit
with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has a Standard &
Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of Offered Obligations under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Offered Obligations on DTC’s records. The ownership
interest of each actual purchaser of each Note (“Beneficial Owner”) is in turn to be recorded on the Direct
and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of
their purchase. Beneficial Owners are, however, expected to receive written confirmations providing
details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect
Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership
interests in the Offered Obligations are to be accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in Offered Obligations, except in the event that use of
the book-entry system for the Offered Obligations is discontinued.

To facilitate subsequent transfers, all Offered Obligations deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may
be requested by an authorized representative of DTC. The deposit of Offered Obligations with DTC and
their registration in the name of Cede & Co., or such other DTC nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Offered



Obligations; DTC’s records reflect only the identity of the Direct Participants to whose accounts such
Securities are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Securities may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the
Securities, such as redemptions, tenders, defaults, and proposed amendments to the Security documents.
For example, Beneficial Owners of Securities may wish to ascertain that the nominee holding the
Securities for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the
alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request
that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Offered Obligations within an
issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Offered Obligations unless authorized by a Direct Participant in accordance with DTC’s MMI
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after
the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts Offered Obligations are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the Offered Obligations will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding
detail information from Issuer or Agent, on payable date in accordance with their respective holdings
shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in
bearer form or registered in “street name,” and will be the responsibility of such Participant and not of
DTC, Agent, or Issuer, subject to any statutory or regulatory requirements as may be in effect from time
to time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or such
other nominee as may be requested by an authorized representative of DTC) is the responsibility of Issuer
or Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants.

A Beneficial Owner shall give notice to elect to have its Offered Obligations purchased or
tendered, through its Participant, to Agent, and shall effect delivery of such Offered Obligations by
causing the Direct Participant to transfer the Participant’s interest in the Offered Obligations, on DTC’s
records, to Agent. The requirement for physical delivery of Offered Obligations in connection with an
optional tender or a mandatory purchase will be deemed satisfied when the ownership rights in the
Offered Obligations are transferred by Direct Participants on DTC’s records and followed by a book-entry
credit of tendered Offered Obligations to Agent’s DTC account.

DTC may discontinue providing its services as depository with respect to the Offered Obligations
at any time by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a
successor depository is not obtained, Security certificates are required to be printed and delivered.
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The City may decide to discontinue use of the system of book-entry-only transfers through DTC
(or a successor securities depository). In that event, Note or Bond certificates will be printed and
delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy thereof.

NEITHER THE CITY, THE PAYING AGENT NOR THE UNDERWRITERS WILL HAVE
ANY RESPONSIBILITY OR OBLIGATION TO PARTICIPANTS, TO INDIRECT PARTICIPANTS
OR TO ANY BENEFICIAL OWNER WITH RESPECT TO (1) THE ACCURACY OF ANY
RECORDS MAINTAINED BY DTC, ANY DTC PARTICIPANT OR ANY INDIRECT
PARTICIPANT; (2) THE PAYMENT BY DTC, ANY DTC PARTICIPANT OR ANY INDIRECT
PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE PRINCIPAL OF, PREMIUM, IF ANY,
OR INTEREST ON THE OFFERED OBLIGATIONS; (3) ANY NOTICE WHICH IS PERMITTED OR
REQUIRED TO BE GIVEN TO HOLDERS OF THE OFFERED OBLIGATIONS; (4) ANY CONSENT
GIVEN BY DTC OR OTHER ACTION TAKEN BY DTC AS THE HOLDER OF THE OFFERED
OBLIGATIONS; OR (5) THE SELECTION BY DTC, ANY DTC PARTICIPANT OR ANY INDIRECT
PARTICIPANT OF ANY BENEFICIAL OWNER TO RECEIVE PAYMENT IN THE EVENT OF A
PARTIAL REDEMPTION OF OFFERED OBLIGATIONS.
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OFFICIAL NOTICE OF SALE AND
OFFICIAL BID FORM

FOR

$27,000,000*
GENERAL OBLIGATION PROMISSORY NOTES
SERIES 2016 N5

Sale Data:

SALE DATE AND TIME: Thursday, June 9, 2016
10:00 a.m. Central Time

PLACE OF ACCEPTANCE FOR SEALED BIDS: City of Milwaukee
Office of the City Comptroller
City Hall, Room 404
200 E. Wells St.
Milwaukee, Wisconsin 53202

Bids will also be accepted electronically
via PARITY®

* Subject to change in accordance with this Official Notice of Sale.
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OFFICIAL NOTICE OF SALE
CITY OF MILWAUKEE, WISCONSIN

$27,000,000* GENERAL OBLIGATION PROMISSORY NOTES, SERIES 2016 N5

NOTICE IS HEREBY GIVEN that the City of Milwaukee, Wisconsin (the “City”), will receive sealed bids
and electronic bids until 10:00 A.M., Central Time, on Thursday, the

9" DAY OF JUNE, 2016

at the Office of the City Comptroller, in said City, for the purchase of Twenty Seven Million Dollars ($27,000,000)*
General Obligation Promissory Notes, Series 2016 N5 (the “Notes” and the “Obligations”). Electronic bids must be
submitted via PARITY through their competitive bidding application BidComp. Sealed bids will be opened, and
electronic bids will be retrieved, and publicly announced in Room 404, 200 E. Wells St., Milwaukee, Wisconsin
shortly after the deadline for the receipt of bids. In the event PARITY is not accessible during the 60 minutes prior
to the time bids are due, the City reserves the right to extend the deadline for submitting bids. The official award will
be considered at a meeting of the City’s Public Debt Commission scheduled for 4:00 P.M. Central Time on June 9,
2016. Information regarding the Obligations is furnished solely to provide limited summary information, and does
not purport to be comprehensive. All such information is qualified in its entirety by reference to the more detailed
descriptions appearing in the Official Statement, including Appendices.

Details of the Obligations

The Obligations will be dated as June 24, 2016 (the “Dated Date”), and will bear interest from the Dated
Date, payable commencing on October 1, 2016 and semiannually thereafter on April 1 and October 1. Interest will
be computed on the basis of a 360-day year of twelve 30-day months.

The Notes will mature on the dates and in the principal amounts as follows:

Maturing Maturing
(October 1) Amount* (April 1) Amount*
2016 $14,000,000 2017 $3,215,000
2018 3,235,000
2019 3,260,000
2020 3,290,000

* Subject to change in accordance with this Official Notice of Sale

The Notes are not subject to optional redemption prior to maturity.
Bid Parameters

No bid for less than all of the Obligations will be considered. Coupons: Bidders are required to name the
interest rate or rates the Obligations are to bear. The rates shall be less than, or equal to 5.00%, and the rates shall be
in multiples of one-eighth of one percent or one-twentieth of one percent. There shall be only one rate for
Obligations maturing on the same date. Minimum Issue Price: No bid at less than $27,075,000 plus accrued
interest, if any, will be considered. Maximum lIssue Price: No bid for more than 107% of par value plus accrued
interest, if any, will be considered. Minimum and Maximum Issue Price restriction only applies to the original bid,
and shall not take into account any upward or downward adjustment in the principal amount of the Obligations.
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Good Faith Deposit

The winning bidder must submit a Good Faith Deposit (“Deposit”) in the form of a certified check or a
cashier’s check drawn on a state or national bank or trust company in the amount of Two Hundred Thousand Dollars
($200,000), payable to the City Treasurer of Milwaukee, Wisconsin, as a guarantee of good faith, to be forfeited to
said City by the successful bidder as liquidated damages should such bidder fail to take up and pay for the
Obligations when ready. The Deposit of the successful bidder will be retained by the City and deducted from the
purchase price at the time of closing. No adjustment of the Deposit will be made as a result in the change in the final
par amount of the Obligations.

The good faith checks of the unsuccessful bidders will be returned promptly upon the official determination
of the bid to be accepted. All bids shall remain firm until 6:00 P.M. Central Time, by which time the official award
of the Obligations will be made or all bids rejected.

Good Faith Deposit Submitted After Bids Are Due — Terms and Conditions: Bidders may elect to
provide a Deposit after the time Bids are due, subject to the following conditions:

1. Submission of a bid without providing a Deposit prior to the time bids are due, in
consideration for the City considering the bid, the bidder shall be deemed to have consented
to these additional terms for Good Faith Deposit Submitted After Bids Are Due.

2. The winning bidder shall provide the City a Deposit by cashier’s check or a certified check
drawn on a state or national bank or trust company (or wire transfer such amount as instructed
by the City) payable to the City by 12:00 Noon, Central Time (“Due Time”) on the date bids
are open.

3. Failure to provide a Deposit by the Due Time will result in the winning bid being rejected,
and the City will negotiate with the next highest bidder(s) for the completion of the
transaction.

4. The winning bidder agrees that, in addition to the general terms for the Good Faith Deposit,
the Deposit amount represents liquidated damages for the City in the event that the winning
bidder fails to provide the Deposit by the Due Time. The City shall be entitled to the
liquidated damages even if the City rejects the winning bid due to failure to provide the
Deposit by the Due Time, and regardless of whether the City is able to complete the
transaction with another bidder at a higher or lower cost, or at all. The winning bidder agrees
to reimburse the City for costs to collect the liquidated damages, and to the jurisdiction of
Wisconsin courts.

Award

The Obligations will be awarded to the qualified bidder offering the lowest true interest cost to the City.
The City’s computation of true interest cost of each bid will be controlling. True interest cost can be estimated as
follows: the present value rate necessary to discount, to the Purchase Price (hereinafter defined), the future debt
service payments from the payment dates to the Dated Date, calculated on the basis of a 360-day year of twelve 30-
day months, and with semi-annual compounding. The “Purchase Price” is principal plus premium. The City reserves
the right to reject any or all bids or to waive any irregularity in any bid.

Prior to the award of the Obligations, the aggregate principal amount of the Obligations offered for sale
may be revised downward in an amount not to exceed the difference between the minimum bid price and the
aggregate premium bid. A SUCCESSFUL BIDDER MAY NOT WITHDRAW ITS BID OR CHANGE THE
PRICE OR INTEREST RATE BID AT THE INITIAL OFFERING PRICE AS A RESULT OF ANY REVISION
MADE TO THE PRINCIPAL AMOUNT OF THE OBLIGATIONS. In the event of any such revision, no re-
bidding or re-calculation of bids submitted will be required or permitted. Obligations will be awarded up to the
revised aggregate principal amount.
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The City will contact the successful bidder shortly after opening of the bids. The successful bidder will then
have 15 minutes to provide the City with the reoffering yield and prices of each maturity of the Obligations. The
City will calculate the underwriting discount, which shall be a fixed percentage of the par amount of each
Obligation. Based upon the information, the City will recalculate the par amount of each maturity of the Obligations
being offered, and the adjusted bid price. The City will inform the successful bidder as soon as possible of the
anticipated adjusted amounts.

The winning bid will be reported to PARITY, but the City assumes no responsibility or liability for results
posted on such website.

Submission of Bids

Sealed proposals for the purchase of the Obligations must be made using the Official Bid Form or, if
submitted electronically via the PARITY, in accordance with the requirements prescribed by this Notice of Sale. For
bidders submitting their electronic bid via PARITY, please refer to your contract/agreement with PARITY regarding
any requirements for participation. If more than one bid, either through the same method or through more than one
method, including using more than one electronic method, shall be submitted by the same bidder for the Obligations,
each such bid shall be considered a separate proposal for the purchase of the Obligations.

Any prospective bidder intending to submit an electronic bid must submit its electronic bid via
PARITY through their competitive bidding application BidComp. By submitting an electronic bid, a bidder
agrees:

1. The City may regard the electronic transmission of the bid via the electronic service
(including information about the Purchase Price for the Obligations and interest rate or rates
to be borne by the Obligations and any other information included in such transmission) as
though the same information were submitted on the Bid Form and executed on behalf of the
bidder by a duly authorized signatory. If the bid is accepted by the City, the terms of the Bid
Form, this Notice of Sale, and the information transmitted through the electronic service shall
form a contract, and the bidder shall be bound by the terms of such contract.

2. To comply with the rules of the electronic bidding service. In the event of any conflict
between such rules (regardless of what the rules are called or how they are established) and
the terms set forth in the Bid Form and this Notice of Sale, the terms set forth in the Bid Form
and this Notice of Sale shall control.

3. That the bidder is solely responsible for making necessary arrangements to access electronic
bidding services. The City shall not have any duty or obligation to provide or assume such
access. None of the electronic bidding services is an agent of the City. The City shall have no
liability whatsoever based on the bidders use of the electronic service including, but not
limited, to any failure by the electronic service to correctly or timely transmit information
provided by the bidder.

The City assumes no responsibility or liability for bids submitted through PARITY. The City also assumes
no responsibility for the accuracy of information on the Obligations presented by, nor of calculations performed by,
nor of restrictions on the entry of bids enforced by, PARITY. If any provisions in this Official Notice of Sale
conflict with information provided by PARITY, this Official Notice of Sale shall control. The City’s computation of
true interest cost of each bid will be controlling.

An electronic bid shall be deemed an irrevocable offer to purchase the Obligations on the terms provided in
the Official Notice of Sale, and shall be binding upon the bidder as if made by a signed, sealed bid delivered to the
City. The City shall not be responsible for any malfunction or mistake made by, or as a result of the use of the
facilities of PARITY, the use of such facility being the sole risk of the prospective bidder.

For purposes of both the sealed bid process and the electronic bid process, the time as maintained by the
City shall constitute the official time. All bids shall be deemed to incorporate the provisions of this Official Notice
of Sale and the Official Bid Form.
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Bids may be submitted electronically via PARITY® pursuant to this notice, but no bid will be received
after the time for receiving bids specified above. To the extent any instructions or directions set forth in PARITY®
conflict with this notice, the terms of this notice shall control. For further information about PARITY®, potential
bidders may contact PARITY® at (212) 404-8102. The fee for use of PARITY may be obtained from PARITY, and
such fee shall be the responsibility of the bidder.

Potential Conflicts

By submitting a bid, any bidder makes the representation that it understands that Co-Bond Counsel
represent the City in this transaction and, if such bidder has retained either Co-Bond Counsel firm in an unrelated
matter, such bidder represents that the signatory to the bid is duly authorized to, and does consent to and waive for
and on behalf of such bidder any conflict of interest of such Co-Bond Counsel firm arising from any adverse
position to the City in this matter; such consent and waiver shall supersede any formalities otherwise required in any
separate understandings, guidelines or contractual arrangements between the bidder and such Co-Bond Counsel
firm.

Payment and Delivery of the Obligations

Payment for the Obligations shall be made in Federal Reserve Funds or other available funds immediately
subject to use by the City. The Obligations will be delivered on or about June 24, 2016, or as soon thereafter as the
Obligations may be ready for delivery, at the expense of the City, through the facilities of The Depository Trust
Company, New York, New York.

The Obligations, when issued, will be registered only in the name of Cede & Co., as nominee for The
Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository of the
Obligations. A certificate for each interest rate will be issued to DTC and immobilized in its custody. Individual
purchases will be made in book-entry-only form pursuant to the rules and procedures established between DTC and
its participants, in the principal amount of $5,000 and integral multiples thereof. Individual purchasers will not
receive certificates evidencing their ownership of the Obligation purchased. The successful bidder shall be required
to deposit the Obligations with DTC as a condition to delivery of the Obligations. The City will make payment of
the principal of and interest on the Obligations to DTC or its nominee as registered owner of the Obligations.
Transfer of said payments to participants of DTC will be the responsibility of DTC; transfer of said payments to
beneficial owners by DTC participants will be the responsibility of such participants and other nominees of
beneficial owners all as required by rules and procedures of DTC and the participants. No assurance can be given by
the City that DTC, its participants and other nominees of beneficial owners will make prompt transfer of said
payments. The City assumes no liability for failures of DTC, its participants or other nominees to promptly transfer
said payments to beneficial owners of the Obligations. Notices, if any, given by the City to DTC are redistributed in
the same manner as are payments. The City assumes no liability for the failure of DTC, its participants or other
nominees to promptly transfer said notices to the beneficial owners of the Obligations. The City is not responsible
for supervising the activities or reviewing the records of DTC, its participants or other persons acting through such
participants. In the event that the securities depository relationship with DTC for the Obligations is terminated and
the City does not appoint a successor depository, the City will prepare, authenticate and deliver, at its expense,
Notes in fully registered certificated notes in the denomination of $5,000 or any integral multiple thereof in the
aggregate principal amount of Obligations of the same interest rate then outstanding as directed by the registered
owners of the Obligations.

Issue Price Certificate

In order for the City to comply with certain conditions of the Internal Revenue Code relating to the
exclusion of interest on the Obligations from gross income for Federal tax purposes, the successful bidder will be
required to complete, execute, and deliver to the City a certification regarding “Issue Price”. Each bidder, by
submitting its bids, agrees to complete, execute and deliver such certificate if its bid is accepted by the City. It will
be the responsibility of the successful bidder to institute such syndicate reporting requirements, to make such
investigation, or otherwise to ascertain the facts necessary to enable it to make such certification with reasonable
certainty. Any questions concerning such certification should be directed to Co-Bond Counsel. The City anticipates
the Issue Price Certificate to be similar to the following, or may be in such other form as approved by Co-Bond
Counsel:
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On (the “Sale Date”) the Purchaser purchased the Obligations of the City (the “Issuer”) by
submitting an “Official Bid Form” responsive to an “Official Notice of Sale” and having its bid accepted by
the Issuer. The Purchaser has not modified the terms of the purchase since the Sale Date.

1. All of the Obligations have been offered in a bona fide initial offering to the public (excluding
bond houses, brokers or similar persons or organizations acting in the capacity of underwriters, placement
agents or wholesalers) (the “Public™).

2. With respect to each maturity of the Obligations:

A All of the Obligations were offered to the Public at the price for such maturity as
shown [on attached Appendix A] or [on or corresponding to the yield and/or price on the inside cover page
of the official statement, dated and related to the Obligations] (the “First Offer Price”).

B. Based upon our assessment of then prevailing market conditions, the First Offer
Price for the Obligations of each maturity was not less than the fair market value to the Public of the
Obligations of such maturity as of the Sale Date.

C. As of the Sale Date, the Purchaser reasonably expected that the first sale to the
Public of an amount of Obligations of the maturity equal to ten percent or more of the maturity of the
Obligations (the “First Substantial Block™) would be at the First Offer Price for the maturity.

D. As of the Sale Date, the Purchaser reasonably expected that no Obligations of
each maturity would be sold at a price higher than the First Offer Price for such maturity before the First
Substantial Block of such maturity was sold to the Public at the First Offer Price.

3. [The present value of the fees paid and to be paid for the Credit Facility (using as a discount rate
the expected Yield on the Obligations treating the fee paid as interest on the Obligations) is less than the
present value of the interest reasonably expected to be saved on the Obligations over the term of the
Obligations as a result of the Credit Facility. The fees paid and to be paid for the Credit Facility does not
exceed a reasonable, arm’s length charge for the transfer of credit risk. The fee does not include any
payment for any direct or indirect services other than the transfer of credit risk.]

Authorization, Security, and Conditions of Delivery

The Obligations have been approved by resolutions adopted by the Common Council of the City and are
issued for the financing of various public improvements relating to a new basketball arena for the Milwaukee Bucks,
capitalized interest, and associated financing costs. The Obligations will be direct general obligations of the City,
payable from taxes levied on all property within said City, subject to taxation by said City, without limitation as to
rate or amount.

The Obligations are being issued subject to the separate legal opinions of Chapman and Cutler LLP,
Chicago, Illinois and Hurtado Zimmerman SC, Wauwatosa, Wisconsin, Co-Bond Counsel, which opinions, together
with the completed Obligations, will be furnished to the successful bidder at the expense of the City. The forms of
such opinions appear as Appendix B to the Official Statement.

The successful bidder will be furnished with the usual closing documents, including a certificate that no
litigation is pending affecting the issuance of the Obligations. The Preliminary Official Statement is in a form which
the City “deems final” as of June 1, 2016 for purposes of SEC Rule 15¢2-12(b)(1), but is subject to revision,
amendment and completion in a Final Official Statement as defined in SEC Rule 15c¢2-12(e)(3). The successful
bidder will also be furnished with an electronic copy and up to twenty five printed copies of the Final Official
Statement issued in conjunction with this offering within seven business days after the award of the Obligations in
accordance with SEC Rule 15¢2-12(b)(3). It is anticipated that CUSIP identification numbers will be included on the
Obligations, but neither the failure to include such numbers on any Obligation nor any error with respect thereto
shall constitute cause for failure or refusal by the purchaser thereof to accept delivery of and pay for the Obligations
in accordance with terms of its proposal. No CUSIP identification number shall be deemed to be a part of any
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Obligation or a part of the contract evidenced thereby, and no liability shall hereafter attach to the City or any of its
officers or agents because of or on account of such numbers.

In order to assist bidders in complying with the continuing disclosure requirements of SEC Rule 15¢2-12
and as part of the City’s contractual obligation arising from its acceptance of the successful bidder’s proposal, at the
time of the delivery of the Obligations the City will provide an executed copy of its Continuing Disclosure
Certificate. Said Certificate will constitute a written agreement or contract of the City for the benefit of holders of
and owners of beneficial interests in the Obligations, to provide in a timely manner and notice of certain events with
respect to the Obligations. Notice of the occurrence of certain events with respect to the Obligations will be provided
to each nationally recognized municipal securities information repository, to the Municipal Securities Rulemaking
Board and to the Wisconsin State Information Repository, if created.

The successful bidder may, at its option, refuse to accept the Obligations if prior to their delivery, any
income tax law of the United States of America shall provide that the interest on such Obligations is includible or
shall be includible at a future date in gross income for federal income tax purposes, and in such case the deposit
made by the successful bidder will be returned and the successful bidder will be relieved of its contractual
obligations arising from the acceptance of its proposal.

The City understands that, from time to time, it is advantageous to take bond insurance into account when
submitting a bid. The use of bond insurance will require insurance related certifications by the bidder in the Issue
Price certificate. Bond insurance is at the sole discretion and risk of the bidder. The City will assist in the reoffering
of the Obligations with insurance by including bidder provided bond insurance information in the Final Official
Statement. However, the City does not have the authority to enter into agreements with the bond insurer. The
successful bidder does not have the option to refuse delivery of the Obligations due to bond insurance related issues,
including downgrade of the bond insurer prior to delivery. Reprinting of the Final Official Statement due to bond
insurance related issues that arise after the date of sale shall be at the sole expense of the bidder.

Additional information may be obtained from the undersigned City Comptroller upon request.

MARTIN MATSON By order of the Commissioners of the
City Comptroller and Secretary Public Debt of the City of Milwaukee
Public Debt Commission

City Hall, Room 404 CRAIG D. KAMMHOLZ, Chairperson
200 E. Wells St. BERNARD J. ALLEN, Member
Milwaukee, W1 53202 PETER ARMBRUSTER, Member

COMMISSIONERS OF THE PUBLIC DEBT

June 1, 2016
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OFFICIAL BID FORM

(Electronic Bids also accepted via Parity — See the Official Notice of Sale)

CITY OF MILWAUKEE, WISCONSIN
$27,000,000* GENERAL OBLIGATION PROMISSORY NOTES, SERIES 2016 N5

June 9, 2016
Commissioners of the Public Debt
200 E. Wells St., Room 404
Milwaukee, Wisconsin 53202

Commissioners:

For all but no part of the City of Milwaukee, Wisconsin, $27,000,000* General Obligation Promissory Notes, Series
2016 N5 (the “Notes”), we offer to pay a price of $ (not less than $27,075,000, and not
more than $28,890,000), plus accrued interest from June 24, 2016, the dated date, to the date of delivery. The Notes
shall bear interest as follows:

Series 2016 N5 (October Maturity) Series 2016 N5 (April Maturities)
October 1, 2016 . %**
April 1, 2017 . %o**
April 1, 2018 _ %p**
April 1, 2019 _ Y>>
April 1, 2020 L %**

**  Rates must be less than, or equal to 5.00%, and in multiples of 1/8 or 1/20 of one percent.

This bid is made for prompt acceptance and subject to the conditions of the Official Notice of Sale. As required by
said Notice, enclosed herewith is a certified check or a cashier’s check drawn on a state or national bank or trust
company in the amount of $200,000 for as a good faith deposit, payable to the City Treasurer of the City of
Milwaukee, which deposit is to be promptly returned to us if our bid is not accepted, but otherwise to be applied in
accordance with said Notice.

If this bid is not accompanied by a Good Faith Deposit, we agree to the additional terms for Good Faith
Deposit Submitted After Bids Are Due.

By:
Phone Number:

Company Name

No addition, alteration or change is to be made to the form of this Bid Form.
* Subject to change in accordance with the Official Notice of Sale.
RECEIPT

Return of Good Faith Deposit is hereby acknowledged:

By:

Please attach a list of account members —

If we receive the award, we agree to provide the Commissioners of the Public Debt with a list of all firms that are
participating with us in the underwriting and the amount of each firm’s participation, specifying which are minority-
owned and specifying the amount of the initial participation and the final participation of each firm. We further
agree to supply to the City all necessary pricing information and any Participating Underwriter identification
necessary to complete the Final Official Statement within 24 hours after the award. Immediately upon receiving the
Final Official Statement from you, we agree to file it with the Electronic Municipal Market Access system of the
Municipal Securities Rulemaking Board.
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OFFICIAL NOTICE OF SALE AND
OFFICIAL BID FORM

FOR

$12,000,000*
GENERAL OBLIGATION CORPORATE PURPOSE BONDS
SERIES 2016 B6

Sale Data:

SALE DATE AND TIME: Thursday, June 9, 2016
10:30 a.m. Central Time

PLACE OF ACCEPTANCE FOR SEALED BIDS: City of Milwaukee

Office of the City Comptroller
City Hall, Room 404

200 E. Wells St.

Milwaukee, Wisconsin 53202

Bids will also be accepted electronically
via PARITY®

* Subject to change in accordance with this Official Notice of Sale.
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OFFICIAL NOTICE OF SALE
CITY OF MILWAUKEE, WISCONSIN

$12,000,000* GENERAL OBLIGATION CORPORATE PURPOSE BONDS, SERIES 2016 B6

NOTICE IS HEREBY GIVEN that the City of Milwaukee, Wisconsin (the “City™), will receive sealed bids
and electronic bids until 10:30 A.M., Central Time, on Thursday the

9" DAY OF JUNE, 2016

at the Office of the City Comptroller, in said City, for the purchase of Twelve Million Dollars ($12,000,000)*
General Obligation Corporate Purpose Bonds, Series 2016 B6 (the “Bonds”, and the “Obligations”). Electronic bids
must be submitted via PARITY through their competitive bidding application BidComp. Sealed bids will be opened,
and electronic bids will be retrieved, and publicly announced in Room 404, 200 E. Wells St., Milwaukee, Wisconsin
shortly after the deadline for the receipt of bids. In the event PARITY is not accessible during the 60 minutes prior
to the time bids are due, the City reserves the right to extend the deadline for submitting bids. The official award will
be considered at a meeting of the City’s Public Debt Commission scheduled for 4:00 P.M. Central Time on June 9,
2016. Information regarding the Obligations is furnished solely to provide limited summary information, and does
not purport to be comprehensive. All such information is qualified in its entirety by reference to the more detailed
descriptions appearing in the Official Statement, including Appendices.

Details of the Obligations

The Obligations will be dated as June 24, 2016 (the “Dated Date™), and will bear interest from the Dated
Date, payable commencing on October 1, 2016 and semiannually thereafter on April 1 and October 1. Interest will
be computed on the basis of a 360-day year of twelve 30-day months.

The Bonds mature on April 1 in each of the years and in the principal amounts as follows:

Maturing Maturing

(April 1) Amount* (April 1) Amount*
2021 $830,000 2028 $925,000
2022 840,000 2029 950,000
2023 850,000 2030 980,000
2024 855,000 2031 1,005,000
2025 870,000 2032 1,035,000
2026 885,000 2033 1,070,000
2027 905,000

* Subject to change in accordance with this Official Notice of Sale

The Bonds maturing on and after April 1, 2027 are subject to redemption prior to their maturity at the option of the
City on any date on or after April 1, 2026, at a price of par plus accrued interest to the date fixed for their
redemption. If less than all outstanding Bonds are called for redemption, the Bonds shall be called in such order of
maturity as shall be determined by the City. If less than all of the Bonds of any maturity are called for redemption,
the particular Bonds of such maturity to be redeemed shall be selected by lot. Notice of redemption shall be mailed,
postage prepaid, no earlier than 60 days and no later than 30 days prior to the redemption date, to the owners of any
Bonds to be redeemed in whose name such Bonds are registered as of the date of the notice. Any defect in the notice
shall not invalidate the notice. The record date for receiving payment of the redemption price shall be the 15
calendar day (whether or not a business day) prior to the redemption date.

Bid Parameters

No bid for less than all of the Obligations will be considered. Coupons: Bidders are required to name the
interest rate or rates the Obligations are to bear. The rates shall be less than, or equal to 5.00%, and the rates shall be
in multiples of one-eighth of one percent or one-twentieth of one percent. There shall be only one rate for
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Obligations maturing on the same date. Minimum Issue Price: No bid at less than $12,060,000 plus accrued
interest, if any, will be considered. Maximum Issue Price: No bid for more than 107% of par value plus accrued
interest, if any, will be considered. Minimum and Maximum Issue Price restriction only applies to the original bid,
and shall not take into account any upward or downward adjustment in the principal amount of the Obligations.

Good Faith Deposit

The winning bidder must submit a Good Faith Deposit (“Deposit”) in the form of a certified check or a
cashier’s check drawn on a state or national bank or trust company in the amount of One Hundred Thousand Dollars
($100,000), payable to the City Treasurer of Milwaukee, Wisconsin, as a guarantee of good faith, to be forfeited to
said City by the successful bidder as liquidated damages should such bidder fail to take up and pay for the
Obligations when ready. The Deposit of the successful bidder will be retained by the City and deducted from the
purchase price at the time of closing. No adjustment of the Deposit will be made as a result in the change in the final
par amount of the Obligations.

The good faith checks of the unsuccessful bidders will be returned promptly upon the official determination
of the bid to be accepted. All bids shall remain firm until 6:00 P.M. Central Time, by which time the official award
of the Obligations will be made or all bids rejected.

Good Faith Deposit Submitted After Bids Are Due — Terms and Conditions: Bidders may elect to
provide a Deposit after the time Bids are due, subject to the following conditions:

1. Submission of a bid without providing a Deposit prior to the time bids are due, in
consideration for the City considering the bid, the bidder shall be deemed to have consented
to these additional terms for Good Faith Deposit Submitted After Bids Are Due.

2. The winning bidder shall provide the City a Deposit by cashier’s check or a certified check
drawn on a state or national bank or trust company (or wire transfer such amount as instructed
by the City) payable to the City by 12:00 Noon, Central Time (“Due Time™) on the date bids
are open.

3. Failure to provide a Deposit by the Due Time will result in the winning bid being rejected,
and the City will negotiate with the next highest bidder(s) for the completion of the
transaction.

4. The winning bidder agrees that, in addition to the general terms for the Good Faith Deposit,
the Deposit amount represents liquidated damages for the City in the event that the winning
bidder fails to provide the Deposit by the Due Time. The City shall be entitled to the
liquidated damages even if the City rejects the winning bid due to failure to provide the
Deposit by the Due Time, and regardless of whether the City is able to complete the
transaction with another bidder at a higher or lower cost, or at all. The winning bidder agrees
to reimburse the City for costs to collect the liquidated damages, and to the jurisdiction of
Wisconsin courts.

Award

The Obligations will be awarded to the qualified bidder offering the lowest true interest cost to the City.
The City’s computation of true interest cost of each bid will be controlling. True interest cost can be estimated as
follows: the present value rate necessary to discount, to the Purchase Price (hereinafter defined), the future debt
service payments from the payment dates to the Dated Date, calculated on the basis of a 360-day year of twelve 30-
day months, and with semi-annual compounding. The “Purchase Price” is principal plus premium. The City reserves
the right to reject any or all bids or to waive any irregularity in any bid.

Prior to the award of the Obligations, the aggregate principal amount of the Obligations offered for sale
may be revised downward in an amount not to exceed the difference between the minimum bid price and the
aggregate premium bid. A SUCCESSFUL BIDDER MAY NOT WITHDRAW ITS BID OR CHANGE THE
PRICE OR INTEREST RATE BID AT THE INITIAL OFFERING PRICE AS A RESULT OF ANY REVISION
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MADE TO THE PRINCIPAL AMOUNT OF THE OBLIGATIONS. In the event of any such revision, no re-
bidding or re-calculation of bids submitted will be required or permitted. Obligations will be awarded up to the
revised aggregate principal amount.

The City will contact the successful bidder shortly after opening of the bids. The successful bidder will then
have 15 minutes to provide the City with the reoffering yield and prices of each maturity of the Obligations. The
City will calculate the underwriting discount, which shall be a fixed percentage of the par amount of each
Obligation. Based upon the information, the City will recalculate the par amount of each maturity of the Obligations
being offered, and the adjusted bid price. The City will inform the successful bidder as soon as possible of the
anticipated adjusted amounts.

The winning bid will be reported to PARITY, but the City assumes no responsibility or liability for results
posted on such website.

Submission of Bids

Sealed proposals for the purchase of the Obligations must be made using the Official Bid Form or, if
submitted electronically via the PARITY, in accordance with the requirements prescribed by this Notice of Sale. For
bidders submitting their electronic bid via PARITY, please refer to your contract/agreement with PARITY regarding
any requirements for participation. If more than one bid, either through the same method or through more than one
method, including using more than one electronic method, shall be submitted by the same bidder for the Obligations,
each such bid shall be considered a separate proposal for the purchase of the Obligations.

Any prospective bidder intending to submit an electronic bid must submit its electronic bid via
PARITY through their competitive bidding application BidComp. By submitting an electronic bid, a bidder
agrees:

1. The City may regard the electronic transmission of the bid via the electronic service
(including information about the Purchase Price for the Obligations and interest rate or rates
to be borne by the Obligations and any other information included in such transmission) as
though the same information were submitted on the Bid Form and executed on behalf of the
bidder by a duly authorized signatory. If the bid is accepted by the City, the terms of the Bid
Form, this Notice of Sale, and the information transmitted through the electronic service shall
form a contract, and the bidder shall be bound by the terms of such contract.

2. To comply with the rules of the electronic bidding service. In the event of any conflict
between such rules (regardless of what the rules are called or how they are established) and
the terms set forth in the Bid Form and this Notice of Sale, the terms set forth in the Bid Form
and this Notice of Sale shall control.

3. That the bidder is solely responsible for making necessary arrangements to access electronic
bidding services. The City shall not have any duty or obligation to provide or assume such
access. None of the electronic bidding services is an agent of the City. The City shall have no
liability whatsoever based on the bidders use of the electronic service including, but not
limited, to any failure by the electronic service to correctly or timely transmit information
provided by the bidder.

The City assumes no responsibility or liability for bids submitted through PARITY. The City also assumes
no responsibility for the accuracy of information on the Obligations presented by, nor of calculations performed by,
nor of restrictions on the entry of bids enforced by, PARITY. If any provisions in this Official Notice of Sale
conflict with information provided by PARITY, this Official Notice of Sale shall control. The City’s computation of
true interest cost of each bid will be controlling.

An electronic bid shall be deemed an irrevocable offer to purchase the Obligations on the terms provided in
the Official Notice of Sale, and shall be binding upon the bidder as if made by a signed, sealed bid delivered to the
City. The City shall not be responsible for any malfunction or mistake made by, or as a result of the use of the
facilities of PARITY, the use of such facility being the sole risk of the prospective bidder.
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For purposes of both the sealed bid process and the electronic bid process, the time as maintained by the
City shall constitute the official time. All bids shall be deemed to incorporate the provisions of this Official Notice
of Sale and the Official Bid Form.

Bids may be submitted electronically via PARITY® pursuant to this notice, but no bid will be received
after the time for receiving bids specified above. To the extent any instructions or directions set forth in PARITY®
conflict with this notice, the terms of this notice shall control. For further information about PARITY®, potential
bidders may contact PARITY® at (212) 404-8102. The fee for use of PARITY may be obtained from PARITY, and
such fee shall be the responsibility of the bidder.

Potential Conflicts

By submitting a bid, any bidder makes the representation that it understands that Co-Bond Counsel
represent the City in this transaction and, if such bidder has retained either Co-Bond Counsel firm in an unrelated
matter, such bidder represents that the signatory to the bid is duly authorized to, and does consent to and waive for
and on behalf of such bidder any conflict of interest of such Co-Bond Counsel firm arising from any adverse
position to the City in this matter; such consent and waiver shall supersede any formalities otherwise required in any
separate understandings, guidelines or contractual arrangements between the bidder and such Co-Bond Counsel
firm.

Payment and Delivery of the Obligations

Payment for the Obligations shall be made in Federal Reserve Funds or other available funds immediately
subject to use by the City. The Obligations will be delivered on or about June 24, 2016, or as soon thereafter as the
Obligations may be ready for delivery, at the expense of the City, through the facilities of The Depository Trust
Company, New York, New York.

The Obligations, when issued, will be registered only in the name of Cede & Co., as nominee for The
Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository of the
Obligations. A certificate for each interest rate will be issued to DTC and immobilized in its custody. Individual
purchases will be made in book-entry-only form pursuant to the rules and procedures established between DTC and
its participants, in the principal amount of $5,000 and integral multiples thereof. Individual purchasers will not
receive certificates evidencing their ownership of the Obligation purchased. The successful bidder shall be required
to deposit the Obligations with DTC as a condition to delivery of the Obligations. The City will make payment of
the principal of and interest on the Obligations to DTC or its nominee as registered owner of the Obligations.
Transfer of said payments to participants of DTC will be the responsibility of DTC; transfer of said payments to
beneficial owners by DTC participants will be the responsibility of such participants and other nominees of
beneficial owners all as required by rules and procedures of DTC and the participants. No assurance can be given by
the City that DTC, its participants and other nominees of beneficial owners will make prompt transfer of said
payments. The City assumes no liability for failures of DTC, its participants or other nominees to promptly transfer
said payments to beneficial owners of the Obligations. Notices, if any, given by the City to DTC are redistributed in
the same manner as are payments. The City assumes no liability for the failure of DTC, its participants or other
nominees to promptly transfer said notices to the beneficial owners of the Obligations. The City is not responsible
for supervising the activities or reviewing the records of DTC, its participants or other persons acting through such
participants. In the event that the securities depository relationship with DTC for the Obligations is terminated and
the City does not appoint a successor depository, the City will prepare, authenticate and deliver, at its expense,
Bonds in fully registered certificated notes in the denomination of $5,000 or any integral multiple thereof in the
aggregate principal amount of Obligations of the same interest rate then outstanding as directed by the registered
owners of the Obligations.

Issue Price Certificate

In order for the City to comply with certain conditions of the Internal Revenue Code relating to the
exclusion of interest on the Obligations from gross income for Federal tax purposes, the successful bidder will be
required to complete, execute, and deliver to the City a certification regarding “Issue Price”. Each bidder, by
submitting its bids, agrees to complete, execute and deliver such certificate if its bid is accepted by the City. It will
be the responsibility of the successful bidder to institute such syndicate reporting requirements, to make such
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investigation, or otherwise to ascertain the facts necessary to enable it to make such certification with reasonable
certainty. Any questions concerning such certification should be directed to Co-Bond Counsel. The City anticipates
the Issue Price Certificate to be similar to the following, or may be in such other form as approved by Co-Bond
Counsel:

On (the “Sale Date”) the Purchaser purchased the Obligations of the City (the “Issuer”) by
submitting an “Official Bid Form” responsive to an “Official Notice of Sale” and having its bid accepted by
the Issuer. The Purchaser has not modified the terms of the purchase since the Sale Date.

1. All of the Obligations have been offered in a bona fide initial offering to the public (excluding
bond houses, brokers or similar persons or organizations acting in the capacity of underwriters, placement
agents or wholesalers) (the “Public”™).

2. With respect to each maturity of the Obligations:

A All of the Obligations were offered to the Public at the price for such maturity as
shown [on attached Appendix A] or [on or corresponding to the yield and/or price on the inside cover page
of the official statement, dated and related to the Obligations] (the “First Offer Price”).

B. Based upon our assessment of then prevailing market conditions, the First Offer
Price for the Obligations of each maturity was not less than the fair market value to the Public of the
Obligations of such maturity as of the Sale Date.

C. As of the Sale Date, the Purchaser reasonably expected that the first sale to the
Public of an amount of Obligations of the maturity equal to ten percent or more of the maturity of the
Obligations (the “First Substantial Block™) would be at the First Offer Price for the maturity.

D. As of the Sale Date, the Purchaser reasonably expected that no Obligations of
each maturity would be sold at a price higher than the First Offer Price for such maturity before the First
Substantial Block of such maturity was sold to the Public at the First Offer Price.

3. [The present value of the fees paid and to be paid for the Credit Facility (using as a discount rate
the expected Yield on the Obligations treating the fee paid as interest on the Obligations) is less than the
present value of the interest reasonably expected to be saved on the Obligations over the term of the
Obligations as a result of the Credit Facility. The fees paid and to be paid for the Credit Facility does not
exceed a reasonable, arm’s length charge for the transfer of credit risk. The fee does not include any
payment for any direct or indirect services other than the transfer of credit risk.]

Authorization, Security, and Conditions of Delivery

The Obligations have been approved by resolutions adopted by the Common Council of the City and are
issued for the financing of various public improvements relating to a new basketball arena for the Milwaukee Bucks,
capitalized interest, and associated financing costs. The Obligations will be direct general obligations of the City,
payable from taxes levied on all property within said City, subject to taxation by said City, without limitation as to
rate or amount.

The Obligations are being issued subject to the separate legal opinions of Chapman and Cutler LLP,
Chicago, Illinois and Hurtado Zimmerman SC, Wauwatosa, Wisconsin, Co-Bond Counsel, which opinions, together
with the completed Obligations, will be furnished to the successful bidder at the expense of the City. The forms of
such opinions appear as Appendix B to the Official Statement.

The successful bidder will be furnished with the usual closing documents, including a certificate that no
litigation is pending affecting the issuance of the Obligations. The Preliminary Official Statement is in a form which
the City “deems final” as of June 1, 2016 for purposes of SEC Rule 15¢2-12(b)(1), but is subject to revision,
amendment and completion in a Final Official Statement as defined in SEC Rule 15c¢2-12(e)(3). The successful
bidder will also be furnished with an electronic copy and up to twenty five printed copies of the Final Official
Statement issued in conjunction with this offering within seven business days after the award of the Obligations in
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accordance with SEC Rule 15¢2-12(b)(3). It is anticipated that CUSIP identification numbers will be included on the
Obligations, but neither the failure to include such numbers on any Obligation nor any error with respect thereto
shall constitute cause for failure or refusal by the purchaser thereof to accept delivery of and pay for the Obligations
in accordance with terms of its proposal. No CUSIP identification number shall be deemed to be a part of any
Obligation or a part of the contract evidenced thereby, and no liability shall hereafter attach to the City or any of its
officers or agents because of or on account of such numbers.

In order to assist bidders in complying with the continuing disclosure requirements of SEC Rule 15¢2-12
and as part of the City’s contractual obligation arising from its acceptance of the successful bidder’s proposal, at the
time of the delivery of the Obligations the City will provide an executed copy of its Continuing Disclosure
Certificate. Said Certificate will constitute a written agreement or contract of the City for the benefit of holders of
and owners of beneficial interests in the Obligations, to provide in a timely manner and notice of certain events with
respect to the Obligations. Notice of the occurrence of certain events with respect to the Obligations will be provided
to each nationally recognized municipal securities information repository, to the Municipal Securities Rulemaking
Board and to the Wisconsin State Information Repository, if created.

The successful bidder may, at its option, refuse to accept the Obligations if prior to their delivery, any
income tax law of the United States of America shall provide that the interest on such Obligations is includible or
shall be includible at a future date in gross income for federal income tax purposes, and in such case the deposit
made by the successful bidder will be returned and the successful bidder will be relieved of its contractual
obligations arising from the acceptance of its proposal.

The City understands that, from time to time, it is advantageous to take bond insurance into account when
submitting a bid. The use of bond insurance will require insurance related certifications by the bidder in the Issue
Price certificate. Bond insurance is at the sole discretion and risk of the bidder. The City will assist in the reoffering
of the Obligations with insurance by including bidder provided bond insurance information in the Final Official
Statement. However, the City does not have the authority to enter into agreements with the bond insurer. The
successful bidder does not have the option to refuse delivery of the Obligations due to bond insurance related issues,
including downgrade of the bond insurer prior to delivery. Reprinting of the Final Official Statement due to bond
insurance related issues that arise after the date of sale shall be at the sole expense of the bidder.

Additional information may be obtained from the undersigned City Comptroller upon request.

MARTIN MATSON By order of the Commissioners of the
City Comptroller and Secretary Public Debt of the City of Milwaukee
Public Debt Commission

City Hall, Room 404 CRAIG D. KAMMHOLZ, Chairperson
200 E. Wells St. BERNARD J. ALLEN, Member
Milwaukee, W1 53202 PETER ARMBRUSTER, Member

COMMISSIONERS OF THE PUBLIC DEBT

June 1, 2016
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OFFICIAL BID FORM

(Electronic Bids also accepted via Parity — See the Official Notice of Sale)

CITY OF MILWAUKEE, WISCONSIN

$12,000,000* GENERAL OBLIGATION CORPORATE PURPOSE BONDS, SERIES 2016 B6

June 9, 2016
Commissioners of the Public Debt
200 E. Wells St., Room 404
Milwaukee, Wisconsin 53202

Commissioners:

For all but no part of the City of Milwaukee, Wisconsin, $12,000,000* General Obligation Corporate Purpose
Bonds, Series 2016 B6 (the “Bonds”), we offer to pay a price of $ (not less than
$12,060,000, and not more than $12,840,000), plus accrued interest from June 24, 2016, the dated date, to the date
of delivery. The Bonds shall bear interest as follows:

Series 2016 B6

April 1, 2021 L Y
April 1, 2022 O
April 1, 2023 O
April 1, 2024 L
April 1, 2025 L Y
April 1, 2026 O
April 1, 2027 O
April 1, 2028 L 9
April 1, 2029 L Y
April 1, 2030 O
April 1, 2031 O
April 1, 2032 L Y=
April 1, 2033 . o>
el Rates must be less than, or equal to 5.00%, and in multiples of 1/8 or 1/20 of one percent.

This bid is made for prompt acceptance and subject to the conditions of the Official Notice of Sale. As required by
said Notice, enclosed herewith is a certified check or a cashier’s check drawn on a state or national bank or trust
company in the amount of $100,000 for as a good faith deposit, payable to the City Treasurer of the City of
Milwaukee, which deposit is to be promptly returned to us if our bid is not accepted, but otherwise to be applied in
accordance with said Notice.

If this bid is not accompanied by a Good Faith Deposit, we agree to the additional terms for Good Faith
Deposit Submitted After Bids Are Due.

By:
Phone Number:

Company Name

No addition, alteration or change is to be made to the form of this Bid Form.

* Subject to change in accordance with the Official Notice of Sale.
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RECEIPT

Return of Good Faith Deposit is hereby acknowledged:

By:

Please attach a list of account members —

If we receive the award, we agree to provide the Commissioners of the Public Debt with a list of all firms that are
participating with us in the underwriting and the amount of each firm’s participation, specifying which are minority-
owned and specifying the amount of the initial participation and the final participation of each firm. We further
agree to supply to the City all necessary pricing information and any Participating Underwriter identification
necessary to complete the Final Official Statement within 24 hours after the award. Immediately upon receiving the
Final Official Statement from you, we agree to file it with the Electronic Municipal Market Access system of the
Municipal Securities Rulemaking Board.
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