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July 16, 2018

Honorable Thomas M. Barrett, Mayor
The Members of the Common Council
Of the City of Milwaukee

Dear Mayor and Council Members:

| am pleased to present the Comprehensive Annual Financial Report (CAFR) of the City of Milwaukee for
the fiscal year ended December 31, 2017. This report is prepared to satisfy the City Charter requirement for the Office of the
Comptroller to prepare an annual statement of revenues and expenditures and the Common Council’s request for an
independent examination of financial activity of the City of Milwaukee. The report was prepared by the Office of the Comptroller
in conformity with accounting principles generally accepted in the United States of America (GAAP) as set forth by the
Governmental Accounting Standards Board (GASB) and other authoritative accounting standard setting bodies. This report
presents the financial position of the City of Milwaukee and its component units separately. The CAFR reflects the actual
financial activity of the past year rather than proposed activity for a future year, as presented in the City’s annual budget.

This report consists of management's representation concerning the finances of the City of Milwaukee.
Consequently, management assumes full responsibility for the completeness and reliability of all of the information presented
in this report. To provide a reasonable basis for making these representations, management of the City of Milwaukee and the
component units are responsible for establishing and maintaining an internal control structure designed to ensure that the
assets entrusted are protected from loss, theft or misuse, and to ensure that adequate accounting data is compiled to allow
for the preparation of financial statements in conformity with GAAP. The internal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes (1)
the cost of a control should not exceed the benefits likely to be derived and (2) the valuation of costs and benefits require
estimates and judgments by management. As management, we assert that, to the best of our knowledge and belief, this
financial report is complete and reliable in all material respects.

An independent firm of licensed certified public accountants, CliftonLarsonAllen LLP, has audited the City of
Milwaukee's financial statements. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the City of Milwaukee for the fiscal year ended December 31, 2017, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; assessing the accounting principles used and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent auditor concluded, based upon the audit, that there was a
reasonable basis for rendering an unmodified opinion that the City of Milwaukee's financial statements for the fiscal year ended
December 31, 2017, are fairly presented in conformity with GAAP.

The GASB Statement No. 34, Basic Financial Statements — and Management's Discussion and Analysis —
for State and Local Govemments requires that management provide a narrative introduction, overview, and analysis to
accompany the Basic Financial Statements in the form of a Management's Discussion & Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The MD&A immediately follows
the report of the independent auditors.

The CAFR is presented in three sections. The Introductory Section includes a list of principal officials, an
organizational chart, and this letter of transmittal, which highlights significant aspects of the City and particular financial issues.
The Financial Section includes the independent auditors’ report, Management's Discussion and Analysis, the basic financial
statements (government-wide statements and fund statements), notes to the financial statements, requiréd supplementary
information (RSI), combining financial statements and other financial schedules. The Statistical Section includes exhibits
and tables of unaudited data depicting the financial history of the City, as well as demographic and other miscellaneous
statistics, generally presented on a mulii-year basis.
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THE REPORTING ENTITY AND ITS SERVICES

The City of Milwaukee was incorporated as a city on January 31, 1846, pursuant to the laws of the territory
of Wisconsin. The City, in operation under a Home Rule Charter since 1874, provides for a council-mayor form of government.
The Mayor, Comptroller, Treasurer, City Attorney, and 15 Common Council members are elected officials of the City. Local
elections are nonpartisan. Officials are elected to identical four-year terms. The most recent City of Milwaukee general election
for these positions was held in April 2016. The Mayor is the Chief Executive Officer and maintains a cabinet form of government
controlling major City departments by appointing department heads subject to confirmation by the Common Council. The
Mayor is responsible for the preparation of an annual City expenditure budget, subject to review and adoption by the Common
Council. The Common Council is responsible for the management and control of the finances and property of the City and
has the full power and authority to establish, enforce, and modify all regulations for the government. The Comptroller, as the
Chief Financial Officer for the City, is responsible for establishing City accounting policies and procedures, revenue estimating
and monitoring, examination and investigation of all matters related to the finances of the City, issuance of debt, and financial
reporting. The City Treasurer is responsible for the receipt, disbursement, and investment of all monies accruing to the City,
including the collection of property taxes. The City Attorney is responsible for all legal matters of the corporation, including
furnishing legal opinions, drafting all legal documents and defending the City in any legal actions.

The City of Milwaukee provides a full range of municipal services, including police and fire protection,
sanitation, health, culture and recreation, public works, conservation and development and administrative support services.
Also included in this report are the proprietary operations of the Metropolitan Sewerage District User Charge, Parking, Port,
Sewer Maintenance, and Water Works. These activities are under the direct oversight responsibility of the Mayor and Common
Council and constitute the primary governmental functions of the City of Milwaukee. In addition, entities for which the City has
financial accountability or for which the nature and significance of their relationship with the City would cause these financial
statements to be misleading or incomplete, known as component units, are a part of the reporting entity. Discretely presented
component units are reported in a separate column in the government-wide financial statements to emphasize that they are
legally separate from the primary government and to differentiate their financial position and results of operations from those
of the primary government. The following organizations are reported as discretely presented component units for fiscal year
2017: Century City Redevelopment Corporation, Redevelopment Authority of the City of Milwaukee and the Neighborhood
Improvement Development Corporation.

The City maintains budgetary controls, the objective of which is to ensure compliance with legal provisions
of the annual budget adopted by the Common Council of the City of Milwaukee. Activities of the general, capital projects funds
and certain special revenue, debt service and proprietary fund types (exclusive of the component units) are included in the
City’s annual budget. Annually, the Mayor submits his proposed Executive Budget to the Common Council. The City Charter
requires this submittal on or before September 28". The Common Council must complete its review and adopt the budget on
or before November 14", The component units’ respective Boards approve their separate budgets. Once adopted, a
department’s total appropriation cannot be amended without Common Council approval. Budgetary control (the level at which
expenditures cannot legally exceed the appropriated amount) is established at the object class level (i.e., salaries, operating
expenditures, equipment) for each department. The budgetary control for capital and special revenue funds is set over the life
of the project rather than the current fiscal year. The City of Milwaukee maintains an encumbrance accounting system as an
additional method of accomplishing budgetary control. Budget-to-actual comparisons for the General Fund, are provided in
the Required Supplemental Information section of this report.

LOCAL ECONOMY

Geographically, Milwaukee consists of 96.9 square miles and is situated in the southeast corner of the State
with Lake Michigan at its east boundary. It is located approximately 75 miles east of the State capital, Madison, WI. It is the
31st largest city in the United States with a 2017 Wisconsin Department of Administration estimated population of 591,076.
Milwaukee is the largest city, by population, and the only city of the First Class within the State of Wisconsin. Milwaukee is
the main cultural and economic center of the combined population of 2.04 million for the Milwaukee-Racine-Waukesha
metropolitan area.

The City’s economic structure reveals a diversified economy with strong service and manufacturing sectors.
The area is not dominated by any large employers. Less than two percent of the manufacturers have employment levels
greater than 500. Less than one percent of the employers in finance, insurance, and services have more than 500 employees.
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Milwaukee is the economic hub of the southeast region and entire state of Wisconsin. It is a premiere center
for advanced manufacturing, fresh water research and development, clean and green technology, health care, biomedical
technology and financial services. These core industries spur innovation, business formation and growth, a strong and growing
entrepreneurial climate, and provide a boost to Milwaukee’s national and global competitiveness. Milwaukee’s transportation
system is a gateway for tourism, conventions, commerce, business growth and economic development.

Once known almost exclusively as a manufacturing and brewing powerhouse, Milwaukee’s economy has
changed with the national shift to a service based economy. In the past few decades, major new additions to the City include
the Milwaukee Riverwalk, the Wisconsin Center, Miller Park, the Calatrava (an internationally renowned addition to the
Milwaukee Art Museum) and Pier Wisconsin, as well as major renovations to the University of Wisconsin — Milwaukee Panther
Arena. Many new condominiums, lofts, and apartments have been completed or are under construction in neighborhoods on
and near the lakefront and riverbanks. New residential developments include a project on 71" and National Avenue and the
conversion of an old ice cream factory, on 15" and North Avenue, into apartments.

Milwaukee plays an important role in international and domestic trade. Of vital importance to both the local
and state economies, the Port of Milwaukee is an international seaport providing transportation and distribution services to
commercial businesses in the area. The protected harbor permits year-round use of the port with access to the eastern
seaboard via the St. Lawrence Seaway and to the Gulf of Mexico through the Mississippi River. The Port of Milwaukee
processed over 2 million metric tons of cargo in 2017. The port is served by the Union Pacific and Canadian Pacific railways,
and has convenient access to the interstate highway system. Principal inbound commodities include cement, machinery,
steel, salt, barley and limestone. Outbound commaodities include bottom ash, cement, bio-diesel, ethanol, butane, wheat, corn
and soybeans. The Port is also home to U.S. Coast Guard and U.S. Naval Reserve stations. In 2017, the Port completed the
rehabilitation project on the liquid cargo pier, transforming it into an active pier. The Harbor Commission also facilitates public
access including cultural and recreational activities for the public by leasing property to the Milwaukee Art Museum, Milwaukee
World Festivals, Discovery World at Pier Wisconsin, cruise ships and the Lake Express high-speed ferry.

Economic development is encouraged to promote the growth of employment opportunities for the citizens
of Milwaukee and support private investment to grow the City’s tax base. Four key development approaches are utilized: 1)
direct financial assistance to small businesses that helps owners take advantage of opportunities to increase sales and
employment; 2) use of tax incremental financing to provide public infrastructure improvements or other assistance to encourage
private investments that will increase the tax base, employment or availability of commercial services in underserved areas;
3) partnerships with organizations that improve the business environment, either in a particular geographic area or a particular
industry segment; and 4) management of projects to redevelop underutilized or vacant properties for eventual sale to private
owners.

The City takes an active role in guiding economic development to serve the community in a number of ways:
The City manages programs intended to assist in local business retention efforts, provides permit assistance to new
businesses, and seeks out appropriate sites for these businesses. The City currently manages 32 active Business
Improvement Districts, 7 Neighborhood Improvement Districts, 50 Tax Incremental Districts and various development projects
promoting urban renewal throughout the City. The City of Milwaukee collaborates with surrounding governmental jurisdictions
to promote economic development.

The City of Milwaukee is undergoing an amazing revitalization including a downtown building boom.
Northwestern Mutual has changed the City’s skyline with the construction of a 32-story, one million square foot office tower
and is nearing completion of a $100 million, 33-story upscale apartment tower. The office tower is the largest office structure
in the state of Wisconsin. In August 2017, the tower was completed and employees moved in to the complex. Construction of
this building employed 800 City residents, achieving a Resident Preference Program (RPP) rate of 43%. The RPP establishes
goals for the employment of local residents during construction.

During 2017, the City progressed rapidly on the construction of the Milwaukee Streetcar; laying of the track
for the downtown and lower eastside portions of the project was completed in the spring of 2018. The streetcar system is
currently being tested and the route will begin operation in the fall of 2018.

The new arena, located next to the current BMO Harris Bradley Center, is nearly complete. The Milwaukee
Bucks will begin their residence in the new arena with the 2018-2019 season. Similar to the Northwestern Mutual project, the
new arena also included RPP goals during construction.
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A new high-rise, known as the Couture, is planned along Milwaukee’s lakefront. The project will include a
44-story, $122 million mixed-use development with apartments and retail. It is expected to create more than 2,000 jobs, and
similar to other downtown projects, has an emphasis on hiring residents during construction.

In 2017, more companies, including Foxconn and BMO Harris Bank, moved to the City of Milwaukee from
other areas. These companies relocated to the downtown, Third Ward and Schlitz Park areas. Additionally, BMO Harris Bank
is building a new office tower downtown and a new branch in the Sherman Park neighborhood.

Throughout the City, approximately 14,000 new housing units have been constructed in the last decade.
The City and private sector interests have joined in a formal partnership to chart a course for development and recreational
opportunities in the area around the Milwaukee harbor — the neighborhood that includes the Port of Milwaukee, the University
of Wisconsin-Milwaukee’s School of Freshwater Science, and the headquarters of Rockwell International. The City of
Milwaukee continues its effort to market and develop land along the 30t Street Industrial Corridor known as the Century City
Business Park. Century City, which has the potential to be a major modern employment center and economic hub,
encompasses 60 acres of industrial use land. The North End, a development project that runs along the Milwaukee River on
the north end of downtown, will be complete when the 89 apartment Phase V is opened in 2018.

The City sold 429 foreclosed houses and commercial buildings in 2017. These sales returned $100 million
of tax base to the City. The City has made substantial progress in its 2017 goal of renovating 100 homes, in which 75 homes
have been acquired. Of these 75 homes, 25 home renovations are either already completed or underway.

Tourism is also a major contributor to the local economy. Milwaukee’s arts, entertainment, professional
sports, restaurants, parks, conventions, and businesses attract millions of visitors a year. There are 20 major annual festivals
hosted in Milwaukee. Summerfest is promoted as the world’s largest music festival and attracts about one million attendees
each year. Milwaukee’s ethnic festivals include the nation’s largest Native American, Polish, Italian, and 3-day German
festivals along with the world’s largest Irish festival.

The educational opportunities in Milwaukee offer a wide variety of choices within the City. The City’s
educational institutions include Alverno College, Cardinal Stritch University, Marquette University, the Medical College of
Wisconsin, Milwaukee Area Technical College, Milwaukee School of Engineering, Mount Mary University, University of
Wisconsin-Milwaukee, and Wisconsin Lutheran College. Additionally, Direct Supply has also opened a new technology center
on the MSOE campus.

ECONOMIC OUTLOOK

For the year 2017, the City’s unemployment rate averaged approximately 4.6%; compared to the State of
Wisconsin average of 3.2% and the United States average of 4.1% (from U.S. Department of Labor, Bureau of Labor Statistics).
Milwaukee’s rate decreased from 5.8% in 2016 by more than one percentage point in 2017.

Retaining the City’s high “investment grade” bond ratings is of prime importance and serves to maintain low
borrowing costs. The low costs of borrowing, both for capital and cash flow purposes, produces direct benefits to the taxpayer.
The City continues to maintain high investment grade ratings of AA from Fitch and Standard & Poor’s, for the City’s most recent
2018 General Obligation Bonds and Notes. By definition, the bond ratings are a measure of the quality and safety of a bond
based on the issuers’ financial condition. Rating services perform evaluations on each debt issue to indicate the likelihood
that a debt issuer will be able to meet scheduled interest and principal repayments. Typically, AAA is the highest (best) rating
with D being the lowest (worst). The AA rating indicates the City’s bonds are considered high credit quality investment grade
issues. As the ratings indicate, the City’s capacity to meet its financial commitments on outstanding obligations is strong. The
rating agencies indicate that the ratings reflect a combination of moderate overall debt burden, rapid debt repayment,
manageable capital needs, and a diverse tax base. The City also assists in keeping the overall debt burden affordable by
controlling the level of annual debt issued. The City of Milwaukee has never defaulted in the payment of the principal or interest
on its debt obligations, nor has the City ever issued any new debt for the purpose of paying the principal or interest on current
debt, in an effort to prevent default.

The 2017 property tax rate for 2018 purposes remains the same at $10.75 compared to the prior year’s per
$1,000 of assessed value. The 2018 budgetary City property tax levy of approximately $268.8 million represents a $12.1 million
increase compared to the $256.7 million in 2017. The estimated assessed value used for 2018 budget purposes increased to
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approximately $26 billion from $25 billion. Property tax revenue funding as a portion of total General Fund budgetary
expenditures for 2017 was 29.0% compared to 27.8% for 2016 as depicted in Exhibit E-1.

Property tax increases are limited by state legislation. The 2018 budget estimates intergovernmental
revenues of $268.2 million which is an increase of $2.9 million from 2017. The largest amount of state aids comes in the form
of State Shared Revenue. It is expected to be $219 million in 2018, which is the same as 2017. The state transportation aids
(the second largest category) total $29.1 million for 2018, a $2.3 million increase from 2017. Another large state aid is the
Expenditure Restraint Payment. The intent of this program is to reward communities who control their General Fund
expenditures and is estimated at about $9 million for 2018. Due to stagnant or declining State aids in recent years, revenue
diversification and enhancement are essential to retaining existing service levels. However, State restrictions on the type of
charges for service that are available to municipalities erode the ability to diversify revenue. The two largest 2018 revenues
in the Charges for Services category are the solid waste fee, including the extra cart fee, of $40.4 million and the stormwater
management fee of $21.7 million. The snow and ice fee is estimated in 2018 to generate a total of $9.2 million. Total Charges
for Services are estimated to increase $2 million to $129 million in 2018.

The City remains in good financial condition, as is depicted in Note 9 of the Notes to the Financial
Statements. The General Fund maintains a Reserve for Tax Stabilization (a fund balance account) that accumulates the net
of revenues and other financing sources less expenditures and other financing uses, and, less other fund reserves. For 2017,
this reserve was decreased by $19 million to a year-end balance of $64 million compared to $84 million for 2016. The 2018
budget includes a withdrawal of $19 million, leaving that portion of the Reserve for Tax Stabilization available for future years
at $45 million.

MAJOR CAPITAL PROJECTS

The 2018 capital budget includes funds for various infrastructure and building projects. For 2018, the City
capital improvements budget, not including proprietary funds and grants and aid funding, totals $142.6 million, a decrease of
5% or $7.8 million from the 2017 budget of $150.3 million. Funding of $53 million for various tax incremental district's and
development projects comprises 37% of the total capital budget for 2018. The Department of Public Works budget for bridges
($6.4 million), street/paving construction ($21.5 million), various building, equipment and forestry projects ($7.7 million) and
City Hall Foundation ($9 million), with a total of $63.1 million or approximately 44% of the total 2018 capital budget. Police
projects ($7 million), Fire projects ($1.5 million) and Library projects ($4.7 million) in the aggregate total $13.2 million or 9.2%
of the total capital budget.

The annual plan for capital projects budget includes a separate listing of large-scale projects for the ensuing
year. These major projects identify all funding sources including City capital budgets and grantor share funds whose
components total at least $2 million. The major projects planned for 2018 total $20.9 million and are comprised of three major
street projects. The City has a Capital Improvements Committee to provide a continuing analysis and public focus on the
City’s investment and management of its public facilities and networks.

CASH MANAGEMENT POLICIES AND PRACTICES

The City maintains a pooled cash and investment account that is available for use by all funds, except the
Debt Service Fund, the Water Works proprietary Fund and component entities that maintain separate cash and investments.
Cash temporarily idle during the year and under the control of the City Treasurer was invested in demand deposits, certificates
of deposit, and repurchase agreements (all of which are permissible under State Statutes). The average interest earnings rate
for City funds on short-term investments by the City Treasurer was approximately 0.85% in 2017 as compared to 0.43% in
2016. The City continued to use the State of Wisconsin Local Government Investment Pool to provide flexibility for short-term
investments while maintaining high standards of safety and liquidity. The investable balance generates interest earnings for
the City, which is used to offset the property tax levy. The City’s long-term pooled cash investment program is in accordance
with State Statue 66.0603, and earned an annualized net investment rate of return of 1.24% on about $73.4 million in
investments.

During 2017, the City continued its prudent use of financing techniques and investment instruments to
maximize its investment return while meeting ongoing cash flow needs. The City’s use of cash flow borrowing in anticipation
of State Shared and State Equalization Aid Revenues totaled $300 million, compared to $270 million in 2016. The financing
was accomplished through offerings of $120 million Revenue Anticipation Notes, $180 million School Revenue Anticipation
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Notes for school purposes. The school purpose borrowing represented a joint effort with Milwaukee Public Schools to finance
school operations on an interim basis pending its receipt of State Equalization Aid.

The City continued its use of the State of Wisconsin's Safe Drinking Water and Ciean Water Funds to
finance water and sewer system capital projects. Clean Water Fund loans of $19.5 million were obtained during 2017,
compared to $10 million in 2016 for sewer projects. Safe Drinking Water loans of $20.4 million were obtained during 2017
compared te $1 million in 2016 for water projects. The Clean Water Fund and Safe Drinking Water Loan programs provide
below market interest loans to communities fo finance storm-water control projects and drinking water projects.

For temporary borrowing purposes, the City has $230 million available under three lines of credit. As of
December 31, 2017, there was a balance of $58 million outstanding.

RISK MANAGEMENT

The City is self-insured for workers' compensation, health and dental insurance, uninsured motorist motor
vehicle coverage for City employees, and general liability claims. With certain exceptions, it is the policy of the City not to
purchase commercial insurance against property or liability risks. Instead, the City has found it is more economical to manage
its risk internally, setting aside funds as needed for estimated current claim settlements and judgments through annual and
supplemental appropriations as needed. The City also purchases and maintains limited coverage for certain facilities and
employee bonding. Indemnity and insurance protection is also required of City contractors, vendors, lessees and permit
holders.
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CliftonLarsonAllen
INDEPENDENT AUDITORS' REPORT

The Honorable Members
Common Council
City of Milwaukee

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 (City), as of and for the year ended
December 31, 2017, and the related notes to the financial statements, which collectively comprise the
City’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 one-hundred percent of the assets, net position 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.
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The Honorable Members
City of Milwaukee, Wisconsin

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 the 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 of the City of Milwaukee, Wisconsin as of
December 31, 2017, 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
for retiree health and life insurance, schedule of the City’s proportionate share of the net pension
liability, and the schedule of the City's contributions as listed in the table of contents. 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 approprlate operatlonal economic, or historical context. We have applled
l...'a'll.l:llll IIIIIII.CU pIUbCUUICb w uie rcyuncu bupplCIIICIllaly IIIIUIIIICH.IUII III dbbUlUdllbc WII.II auumllg
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.

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 and the miscellaneous financial
data 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 are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory section and the statistical section 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 it.



The Honorable Members
City of Milwaukee, Wisconsin

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 16,
2018, on our consideration of the 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 solely 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 the effectiveness of City of Milwaukee, Wisconsin's 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 City of Milwaukee, Wisconsin’s internal control over
financial reporting and compliance.

WM%% L7

CliftonLarsonAllen LLP

Milwaukee, Wisconsin
July 16, 2018
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CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2017

The Management’s Discussion and Analysis (MD&A) section of the City of Milwaukee’s (City) Comprehensive Annual Financial
Report (CAFR) provides narrative discussion and analysis of the financial activities of the City for the fiscal year ended December
31,2017. The MD&A is an integral portion of the CAFR and information reported herein should be read in conjunction with the
information presented in the letter of transmittal and the accompanying financial statements and disclosures, which follow this
section. This section focuses on the City’'s primary government and, unless otherwise noted, component units reported
separately from the primary government are not included.

FINANCIAL HIGHLIGHTS

Statement of Net Position

e Total net position (assets less liabilities) at the close of fiscal year 2017 was $718 million, a 20% decrease compared to the
previous year’s total of $897 million. Of the $718 million net position, ($78) million deficit was related to governmental
activities and $796 million related to business-type activities. The unrestricted portion of net position, related to
governmental activities, totaled ($1.08) billion. This deficit is caused in part, by the City’s significant investments in private-
purpose developments, which do not produce any direct financial return to the City. The City is also required to record long-
term liabilities for certain future costs rather than recording them when they are payable.

e The vast majority of the City’s net position is capital assets, most of which do not generate revenues by their use. Total net
position is comprised of the following:
= Capital assets, including property and equipment, net of related debt and accumulated depreciation — $1.571 billion.
= Restricted net position, limited by constraints imposed externally such as debt covenants, grantors, laws, or regulations
— $164 million.
= Unrestricted net deficit — $(1.017) billion.

e The total 2017 year-end other post-employment benefits (OPEB) obligation is $473 million; an increase of 12% from the
2016 obligation of $423 million. The obligation is based on an actuarial valuation as of January 1, 2017, which indicates
the 2017 actuarial accrued liability for benefits was $1.1 billion over a 30-year amortization period.

e In 2015, the City implemented GASB 68 for pensions. The 2017 year-end, net pension liability is $353 million, based on an
actuarial valuation as of January 1, 2016, rolled forward to December 31, 2017. See Note 8 in the financial statements for
more disclosures regarding pension liability reporting.

=  Total 2017 liabilities increased to $2.6 billion ($2.282 billion long-term and $338 thousand short-term) from the 2016 total of
$2.5 billion ($2.219 billion long-term and $311 thousand short-term). The long-term portion of total liabilities, including
amounts due within one year, is shown below.

2017 2016
(in millions)
Outstanding debt....................... $ 1,373 $ 1,364
OPEB. ... 473 423
Pension.. ... 353 349
Compensated absences............ 50 49
Claims and judgments................ 32 33
Total...ooo $ 2,282 $ 2,219
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CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2017

Statement of Activities

=  Governmental expenses were $1.105 billion while combined program revenues were $181 million, a difference of $924
million. However, general revenues and transfers were $708 million, resulting in a $216 million decrease to net position for
the year. Business-type activity expenses were $210 million while combined program and general revenues were $283
million, resulting in a surplus of $73 million. Transfers out reduced this excess by $37 million, resulting in a $36 million
increase of net position.

=  Governmental revenues and transfers of $889 million, which supported 80% of total 2017 governmental expenses, were
comprised of the following.
Percentage of Total
Amount Revenue Expense

Programrevenues...........ccocoiiiiiiiiinn, $ 181 20% 16%
Property and other taxes...................... .. 308 35% 28%
State aids for the general fund................ 266 30% 24%
Miscellaneous revenues and transfers... 134 15% 12%

Total o $ 889 100% 80%

=  Business-type activities revenue of $283 million, which supported 135% of 2017 business-type expenses, was comprised
of the following.
Percentage of Total
Amount Revenue Expense

Water. . ..o $ 120 43% 57%
SEeW €r ... 69 24% 33%
Parking....cceee e 38 13% 18%
o o 6 2% 3%
MMSD sew er user charges..................... 50 18% 24%

Total.. .. $ 283 100% 135%

Fund Financial Statements
=  Total governmental fund, year-end 2017 fund balance was $255 million, compared to the 2016 ending fund balance of $308
million, a decrease of $53 million or 17%.

e The 2017 General Fund, year-end fund balance totaled $97 million, an $11 million decrease compared to the 2016 balance
of $108 million. The 2017 ending Fund Balance is approximately 14% of the $699 million combined General Fund
expenditures and transfers for the year.

Notes

e Outstanding General Obligation bonds and notes payable were $981 million at year-end 2017, a decrease of $19 million
compared to the 2016 total of $1.0 billion. In addition, revenue bonds of $200 million and state loans of $114 million were
outstanding at year-end totaling $1.373 billion of debt, a $9 million increase over the 2016 total of $1.364 billion.

Required Supplementary Information

e  General Fund operating revenues were $7.7 million lower than budgeted while operating expenditures were $8.3 million
less than budgeted in 2017. Revenues other than property taxes were $185 thousand greater than budget. General
government expenditures were $7.2 million lower than budget, causing most of the expense variance.

e The 2017 pension liability increased $4 million to $353 million compared to the 2016 pension liability of $349 million.
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CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2017

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

Basic Financial Statements

Management's Discussion and Analysis Required Supplementary Information
Government-w ide Financial Statements Fund Financial Statements Notes to the Financial Statements
Summary —— T Detail

The basic financial statements include two kinds of statements.
¢ 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.
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CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2017

A summary of the major features of the City’s financial statements, including the portion of the City government covered and the
types of information contained are depicted in table Figure A-2. The remainder of this overview section of the MD&A explains

the structure and contents of each of the statements.

Figure A-2

Major Features of Government-wide and Fund Financial Statements

Government-Wide

Statements

Fund Financial Statements

Governmental Funds

Proprietary Funds

Fiduciary Funds

Scope

Entire entity (except
fiduciary funds)

The day-to-day operating activities
of the city for basic governmental
services

The day-to-day operating
activities of the city for
business-type enterprises

Instances in w hich the City administers
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 flow s

* 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-
termand 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-
termand long-term

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

Type of inflow and
outflow information

Allrevenues and expenses
during year, regardless of
when cash is received or

Revenues for w hich cash is received
during the year or soon thereafter;
expenditures w hen goods or services

Allrevenues and expenses
during year, regardless of
when cash is received or

All additions and deductions
during the year, regardless of
w hen cash is received or

have been received and the related paid paid

liability is due and payable

paid

Government-wide Financial Statements

The government-wide financial statements are designed to provide an overview of the City’s finances, 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. 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—is one measure of the City’s financial health. Increases or decreases in the City’s net
position are one measure of its financial health. 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 divided into three categories on these statements—

governmental activities, business-type activities, and component units. A total 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.

o 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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CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2017

Fund Financial Statements

The City’s major 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 reconciliations
in Exhibits A-2 and A-4.

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 and C-2. 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 and pension is depicted in Exhibit E-2.

Combining Schedules, Individual Fund Statements and Schedules of Miscellaneous Financial Data

Combining schedules provide detail in connection with non-major governmental funds and non-major proprietary funds.
Individual fund statements provide greater detail, presented as compared with the final amended budget for the General Fund,
and each non-major 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

Summary of Statement of Net Position

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 in Table 1. Table 1 focuses on the net position and Table 2a focuses
on the changes in net position.
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CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2017

Table 1
Summary of Statement of Net Position
(Thousands of Dollars)

Total
Governmental Activities Business-type Activities Primary Government
2017 2016 2017 2016 2017 2016

Current and other assets .............. $ 957,235 $ 989,139 $ 129,409 $ 128,601 $ 1,086,644 $ 1,117,740
Capital assets  .......ccooeeeiiiiiiiiiiiiinns 1,259,140 1,208,566 1,100,637 1,042,622 2,359,777 2,251,188

Total assets  ....c.coovveieiiiiieeeiis 2,216,375 2,197,705 1,230,046 1,171,223 3,446,421 3,368,928
Loss on refunding..............c..... - - 112 221 112 221
Deferred outflow s for pensions...... 219,484 377,122 11,365 14,406 230,849 391,528
Long-term obligations ..................... 1,886,007 1,833,627 395,688 385,157 2,281,695 2,218,784
Other liabilities  ..........cccceiiiieieeinn. 289,912 271,342 48,189 39,752 338,101 311,094

Total liabilities  .........ccccceeeiiiiiinnns 2,175,919 2,104,969 443,877 424,909 2,619,796 2,529,878
Deferred inflow s of resources:.......

Gain on refunding...........cccooiiiein. 904 1,479 - - 904 1,479

Deferred inflow s for grants.......... - - 579 - 579 -

Subsequent years property taxes 315,462 307,849 - - 315,462 307,849

Pension related.................cc.......... 22,254 23,140 873 907 23,127 24,047

Total deferred inflows................ 338,620 332,468 1,452 907 340,072 333,375

Net position:

Net investment in capital assets.... 836,422 816,916 734,161 684,085 1,670,583 1,501,001

Restricted ... 161,592 176,923 2,209 1,229 163,801 178,152

Unrestricted ........cccoooeiiiiiiiinnnennn. (1,076,694) (856,449) 59,824 74,720 (1,016,870) (781,729)

Total net position ......ccc.....c...... $ (78,680) $ 137,390 $ 796,194 $ 760,034 $ 717,514 $ 897,424

Net position of the City’s governmental activities decreased to ($78) million for 2017. The portion of net position restricted as to
use totaled $162 million. Net position invested in capital facilities (buildings, roads, bridges, etc.) totaled $836 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 $1.076 billion at year-end does not imply that the City has
inadequate financial resources to meet its current obligations. Rather, the deficit is caused, in part, by the full accrual of future
expenses (expenditures) in the current year. The City’s annual budgets, however, only include funding (revenue) for one year
of multi-year liabilities such as property-casualty claims, employee leave balances and post-employment benefits. This
difference between future expenditures and current year revenue is partly responsible for the deficit.

The net position of business-type activities was $796 million in 2017, a 5% increase over the 2016 total of $760 million. The
City, generally, can use the net position of business-type activities only to finance the continuing operations of those specific
proprietary activities.

Year-end 2017 long-term obligations for governmental activities were $1.886 billion, an increase of 2.9% over the 2016 amount
of $1.833 billion. Of this $53 million increase, $50 million is due to OPEB. Year-end long-term obligations related to business-
type activities were $396 million, an increase of 2.9% over the 2016 amount of $385 million. This $11 million increase is due
mainly to debt issuance.

Total 2017 primary government assets, including capital assets, were $3.446 billion, an increase of $77 million or 2.3% from the
2016 amount of $3.369 billion. At year-end 2017, Water Works and Sewer Maintenance Fund net capital assets comprised 93%
of the City’s total net capital assets for business-type activities. These two funds are the City’s largest proprietary (business-
type) funds. The Water Works capital assets consist primarily of water mains and related water facilities and plants; and the
Sewer Maintenance Fund includes local sewer mains and connections.
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CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2017

Changes in Net Position

Revenues less expenses yield the change in net position. Governmental Activity program and general revenues for 2017 totaled
$852 million. This composition of this revenue, by category, is reported on Table 2a while the percentage of each revenue
category to the total is shown on Chart 4.

Governmental Activity expenses include a wide range of services. Governmental Activity 2017 expenditures were $1.105 billion.
The composition of these expenditures, by category, is reported on Table 2a while the percentage of each expense category to
the total is shown on Chart 3.

Program-specific revenues (charges for services) generated about 16% (see Table 2b) of total revenue. General revenues
(taxes, State aids, grants, and miscellaneous) account for the remaining 83%.

Governmental Activity revenue for 2017 was $253 million below expenditures, $216 million below after a $37 million transfer
from business-type activities. Business-type activity revenue exceeded expenditures and transfers by $36 million, net of the
$37 million transfer to governmental funds. Chart 1, Expenses and Program Revenues — Governmental Activities, and Chart 2,
Expenses and Program Revenues — Business-type Activities depict the comparison of revenues vs. expenditures, by major
function.

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

Table 2a
Changes in Net Position
(Thousands of Dollars)

Total
Governmental Activities Business-type Activities Primary Government
Revenues: 2017 2016 2017 2016 2017 2016
Program revenues:
Charges for services ........ccccoeiiiiiiiiiiiiiiciiiiieneeee $ 136,216 $ 135,754 $ 256,489 $ 252,631 $ 392,705 $ 388,385
Operating grants and contributions ...................... 44,328 47,464 - - 44,328 47,464
Capital grants and contributions ........................... 240 41,993 26,066 4,965 26,306 46,958
General revenues:
Property taxes and other taxes ................c..c.. 307,828 286,513 - - 307,828 286,513
State aids for General Fund ... 265,700 265,191 - - 265,700 265,191
Miscellaneous  .......c...oiiiiiiiiiiiiiii e 97,757 83,919 211 1,426 97,968 85,345
Total revenues 852,069 860,834 282,766 259,022 1,134,835 1,119,856
Expenses
General government  .........coooiiiiiiiiii s 274,652 255,177 - - 274,652 255,177
Public safety ... 485,016 423,903 - - 485,016 423,903
Public WOrks ... 206,205 174,470 - - 206,205 174,470
Health ... 23,655 21,594 - - 23,655 21,594
Culture and recreation ..........ccccooiiiiiiiiiiiii 28,193 24,375 - - 28,193 24,375
Conservation and development ...l 65,175 77,670 - - 65,175 77,670
Interest on long-termdebt ... 22,097 25,109 - - 22,097 25,109
WALET e - - 70,219 73,620 70,219 73,620
Sew er Maintenance ... - - 59,823 53,002 59,823 53,002
Parking - - 25,287 25,005 25,287 25,005
Port of Milw aukee - - 4,570 4,306 4,570 4,306
Metropolitan Sew erage District User Charges........ - - 49,853 48,271 49,853 48,271
Total eXPeNnsSes .....cc.oiiiiiiiiiiiii e 1,104,993 1,002,298 209,752 204,204 1,314,745 1,206,502
Change in net position before transfers ................. (252,924) (141,464) 73,014 54,818 (179,910) (86,646)
Transfers ... 36,854 39,602 (36,854) (39,602) - -
Change in net position .. (216,070) (101,862) 36,160 15,216 (179,910) (86,646)
Net position — Beginning 137,390 239,252 760,034 744,818 897,424 984,070
Net position — ENdiNg  ...c..uiiiiiiiiiiiiiiie e $ (78,680) $ 137,390 $ 796,194 $ 760,034 $ 717,514 $ 897,424
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Governmental Activities

Revenues for the City’s governmental activities totaled $852 million, while total expenses totaled $1.105 billion for 2017, resulting
in a deficit of $216 million. Total revenues, excluding transfers, supported 77% of total expenses; 80% including transfers.
Comparable data for 2016 indicates total revenues, excluding transfers supported 86% of expenses; 90% including transfers.

Revenue amounts for the current and prior year, by category, are summarized in Table 2b, below.

Table 2b
Governmental Activities Revenues
(Thousands of dollars)

2017 2016

Category Amount % of Total Amount % of Total
Property taxes................. $307,828 36% $ 286,513 33%
State aids........ccccceeeeeeeeenn 265,700 31% 265,191 31%
Charges for services....... 136,216 16% 135,754 16%
Grants and contributions.. 44,568 5% 89,457 10%
Miscellaneous................... 97,757 12% 83,919 10%

L] 7= $ 852,069 100% $ 860,834 100%

Total 2017 governmental activity expenditures increased by $106 million or 11% over 2016. This increase is due mainly to the
pension expense. See the Notes to the Financial Statements and Table 2c¢ for further detail.

Chart 1
2017 Expenses and Program Revenues — Governmental Activities
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Table 2c presents the gross and net costs (total costs less the revenues generated by the activities) of each of the City’s largest
programs. Chart 1 above depicts total revenues and expenses for each activity. General government includes most City
departments, such as: Mayor, Common Council, Administration, Employee Relations, Municipal Court, City Attorney,
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Comptroller and Treasurer. Public safety includes Fire, Police and Neighborhood Services. “Net cost’” shows the remaining
costs, by function, that are funded by non-program revenues such as City taxes and State aids. The cost of services not funded
with direct program revenue for governmental activities increased in 2017 to $924 million from $777 million in 2016, a 19%
increase.

Table 2c
Governmental Activities - Cost of Services
(Thousand of Dollars)
Total Cost of Services Net Cost of Services
2017 % of Total 2016 % of Total 2017 2016
General government .........c.cccce...e. $ 274,652 25% $ 255177 25% $ 245,446 $ 225,438
Public safety ....cccccoceveiciiieiiees 485,016 44% 423,903 42% 449,320 384,443
Public Works .....coovviiiieees 206,205 19% 174,470 17% 119,779 48,216
Health ..o 23,655 2% 21,594 2% 12,451 10,949
Culture and recreation .................... 28,193 2% 24,375 2% 23,926 19,486
Conservation and development ...... 65,175 6% 77,670 8% 51,190 63,446
Interest on long-termdebt ............... 22,097 2% 25,109 3% 22,097 25,109
Total Governmental Activities .... $ 1,104,993 100% $ 1,002,298 100% $ 924,209 $ 777,087

Business-type Activities

Revenues for the City’s business-type activities totaled $283 million, while expenses totaled $210 million for 2017, resulting in a
surplus of $73 million. Total revenues supported 135% of total expenses excluding transfers out and 115% including transfers
out. Comparable data for 2016 indicates total revenues supported 126% of expenses excluding transfers out; 106% including
transfers out. Chart 2 below depicts total revenues and expenses for each business-type activity.

Chart 2
2017 Expenses and Program Revenues — Business-type Activities
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The two major proprietary or business-type activities for the City are water services (Water Works) and sewer maintenance.
Operating revenues, expenses and income for Water Works and Sewer Maintenance are shown in Table 3a below.

Table 3a
Major Enterprise Fund - Revenues and Expenses
(Thousands of Dollars)

Water Sewer
Works Maintenance
Revenues.......ccccovereenenne $ 120,361 $ 68,499
Expenses.......cccccceiiiiennnnn. 70,219 59,823
Net operating income... $ 50,142 $ 8,676

Business-type revenues, expenses and net position for the current year compared to the previous year are outlined in Table 3b
below.

Table 3b
Business-type Revenues, Expenses and Net Position
(Thousands of Dollars)
Increase (Decrease)

2017 2016 Amount Percentage
Revenues..........cccccuuuuuun. $ 282,766 $259,022 $ 23,744 9%
Expenses/Transfers......... $ 246,606 $243,806 $ 2,800 1%
Net position......c.ccoeeeeeees $796,194 $760,034 $ 36,160 5%

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.

Atyear-end 2017, the Governmental Funds (as presented in the balance sheet on Exhibit A-1) reported a combined fund balance
of $255 million, a decrease of $53 million or 17% from 2016. During 2017, $71.6 million of TID-related funds in the General
Obligation Debt Service Fund were transferred to the Economic Development fund. This transfer is mostly responsible, for the
increase in the Economic Development fund and the decrease in the General Obligation Debt Service Fund. Current and prior
year fund balances of the funds that comprise the Governmental Funds are shown in Table 4a.

27



CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2017

Table 4a
Governmenatal Funds Change in Fund Balances
(Thousands of Dollars)

General
Obligation Public Debt Economic Capital
General Debt Service Amortization Development Projects Nonmajor Total

2017 ending balance.......... $ 97476 $ 43441 $ 54613 $ 62,710 $ 7,958 $(11,326) $ 254,872
2016 ending balance.......... 107,932 109,814 58,379 102 27,093 4,900 308,220
Increase (decrease)........ $ (10456) $ (66,373) $ (3,766) $§ 62,608 $(19,135) $(16,226) $ (53,348)
% increase/(decrease).... -10% -60% -6% 61380% -71% -331% -17%

Note: Economic Development was a non-major fund in prior years.

The City of Milwaukee typically borrows to fund authorized capital projects only after expenditures for these projects has
occurred. This practice minimizes City borrowing costs and complies with Internal Revenue Service (IRS) regulations. Debt
issued for capital projects totaled $99 million in 2017 compared to $140 million in 2016.

Revenues for governmental functions overall totaled $862 million in the fiscal year ended December 31, 2017, an increase of
$35 million compared to the 2016 total of $827 million. Other financing sources were $506 million, a $111 million decrease from
the 2016 total of $617 million. Other financing sources include, proceeds from issuance of debt, refunding payment and
issuance premiums; transfers from proprietary funds; and transfers of loan repayments received by the Neighborhood
Improvement Development Corporation component unit. Governmental revenues, by source, are shown on Table 4b below.

Table 4b
Governmental Fund Revenues by Source
(Thousands of Dollars)

General
Obligation  Public Debt Economic Capital
General Debt Service Amortization Development Projects Nonmajor Total
Intergovernmental.............ccoo....... $ 265700 $ - $ - $ 962 $§ 28,756 $ 43197 $ 338615
194,571 65,280 2,179 41,382 2,839 - 306,251
136,216 11,272 - 9,297 - - 156,785
41,360 4,300 2,560 5,055 6,774 - 60,049
Total revenues........ccccceevveveerenes 637,847 80,852 4,739 56,696 38,369 43,197 861,700
Other sources........ccovevevecveeennene 50,801 232,598 - 75,360 123,217 24,373 506,349

Total revenues & sources....... $ 688648 $ 313450 $ 4739 $ 132,056 $ 161,586 $ 67,570 $ 1,368,049
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Chart 3 below depicts revenue, by source, for all governmental funds.

Chart 3
2017 Revenues by Source — Governmental Funds
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Expenditures for governmental funds totaled $1.2 billion. Other financing uses totaled $194 million, a $94 million increase over
the 2016 total of $100 million. Expenditures exceeded revenues in 2017, causing a gap of $365 million. The excess of other
financing sources over other financing uses of $312 million helped to close the gap. However, the net change in fund balances
was a decrease of $53 million for the year compared to a decrease of $36 million in 2016. Governmental expenditures, by

function, are shown on Table 4c below.

General government...........ccccco.....
Public safety......cccoceevniniiie
Public WOrKS ......coveiiricicceceecee
Health
Culture & recreation........c.ccccceeeee.
Conservation & development.......
Capital outlay.......cccevveeieiiees

Debt service...
Total expenditures .
Other uses.....ccoceevevenecesceeeee
Total expenditures & uses.........

Table 4c
Governmental Fund Expenditures by Source
(Thousands of Dollars)
General
Obligation Public Debt Economic Capital
General Debt Service Amortization Development Projects Nonmajor Total
$ 247,401 $ 865 §$ 5 % - $ - $ 5,367 253,638
315,139 - - - - 11,823 326,962
100,724 - - - - 2,600 103,324
10,353 - - - - 9,829 20,182
18,789 - - - - 2,379 21,168
4,579 - - 10,172 - 13,966 28,717
- - - - 172,270 - 172,270
- 300,606 - - - - 300,606
696,985 301,471 5 10,172 172,270 45,964 1,226,867
2,119 78,352 8,500 59,276 8,451 37,832 194,530
$ 699,104 $ 379,823 § 8,505 § 69,448 $ 180,721 $ 83,796 $1,421,397
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Chart 4 below depicts spending by function for all governmental funds.

Chart 4
2017 City Spending by Function — Governmental Funds
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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 decreased $10.5 million or 10%. Revenues and other financing sources totaled approximately $688.6
million and expenditures and other financing uses totaled approximately $699.1 million - detailed in Table 5 below. General
Fund revenues increased $2.4 million due mostly to the increase in property taxes. Expenditures decreased $4.8 million
compared to 2016. Decreases in public safety and public works expenditures of $5.7 million and $3.6 million, respectively, were
offset by an increase in general government expenditures of $3.7 million. The remaining expenditure categories increased $800
thousand. Total expenditures exceeded total revenues by $59 million or 9%. 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 $21.1
million not including the $27.6 million transfer out of fund balance to fund expenditures. This $27.6 million withdrawal was a
$6.5 million increase from the 2016 transfer out of $21.1 million.

Total General Fund revenues for 2017 were $638 million. The largest revenue category is intergovernmental at $266 million,
representing 42% of the total. The second largest revenue source is Property Taxes with $190 million or 30%. The Charges
for Services category, which includes revenues for services provided by City departments, comprises 21% or $136 million.
These three categories comprise 93% of the total 2017 revenues.
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Table 5 below presents a summary of revenues and expenditures of the General Fund compared to prior year:

Table 5
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: 2017 2016 % Change Expenditures: 2017 2016 % Change
Property taxes ......cccccoeeveeenns $190,337 $187,739 1.4% General government........... $247,401 $ 243,669 1.5%

Other taxes ......cccccvveeee.. 4,234 3,979 6.4% Public safety.............. . 315,139 320,855 -1.8%
Licenses and permits ...... 15,597 16,767 -7.0% Public works.........cccccceeenn. 100,724 104,294 -3.4%
Intergovernmental ................... 265,700 265,191 0.2% Health.......coooviiiiiieiiinn, 10,353 10,286 0.7%
Charges for services ............. 136,216 135,754 0.3% Culture and recreation ..... 18,789 18,264 2.9%
Fines and forfeits ................... 3,357 3,534 -5.0% Conservation and
Contributions received ........... 3,022 2,378 27.1% development ................. 4,579 4,429 3.4%
Other ..o 19,384 20,110 -3.6%

Total Revenues ................... 637,847 635,452 0.4% Total Expenditures ........ 696,985 701,797 -0.7%
Excess of Revenues Other Financing Uses

over Expenditures .............. (59,138)  (66,345) -10.9% Transfers out ............... 2,119 51,619 -95.9%
Other Financing Sources
Debt proceeds ............c......l 6,462 54,541 -88.2% Total Expenditures and
Transfers in  ....ccooevveeiiniiennnn, 44,339 44,107 0.5% Other Financing Uses ... 699,104 753,416 -7.2%

Total Revenues and Net Change in

Other Financing Sources . $688,648 $734,100 -6.2% Fund Balance ............... $ (10,456) $ (19,316) -45.9%

During 2017, the City issued and repaid $120 million of Revenue Anticipation Notes (RANS) to finance the operating budget
pending receipt of State Shared Revenues. During 2017, $300 million of RANS were issued and repaid, including notes issued
for the Milwaukee Public Schools.

The City maintains two separate debt service funds; the General Obligation Debt Service Fund and the Public Debt Amortization
Fund (PDAF).

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 2017 fund balance of the General Obligation Debt Service Fund decreased
$66 million to $44 million compared to the 2016 balance of $110 million (see Table 4a). This decrease was mostly caused by a
transfer to the Economic Development Fund. The year-end 2016 General Obligation Debt Service Fund, fund balance of $110
million, included $71.6 million related to net cumulative TID revenues. In an effort to provide more detail and transparency related
to TID activities, the TID balance of $71.6 million was transferred, in 2017, from the General Obligation Debt Service Fund to
the Economic Development Fund.

Total revenues of the General Obligation Debt Service Fund decreased $22 million to $81 million in 2017 from $103 million in
2016. However, starting in 2017, TID-related property taxes formerly deposited into the General Obligation Debt Service Fund
are now recorded in the Economic Development Fund. This change in procedure was the main cause for the $22 million revenue
decrease. Revenues combined with Other Financing Sources totaled $313 million (see table 4b) while expenditures combined
with Other Financing Uses totaled $380 million (see Table 4c); resulting in a net decrease in Fund Balance for year- end 2017
of $66 million (see Table 4a). However, the accounting change, from recording TID-related revenues and debt service payments
in the General Obligation Debt Service Fund to accounting for these transactions in the Economic Development Fund is the
main reason for the decreases in revenues, expenditures and fund balance.
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The PDAF is governed by State Statutes Section 67.101 whereby accumulated funds can be used for the retirement of the public
debt. The 2017 PDAF fund balance was $54.6 million, a $3.8 million decrease from the 2016 balance of $58.4 million — see
Table 4a.

Prior to 2017, the Economic Development Fund was classified as a non-major fund and was utilized mainly to record Business
Improvement District (BID) assessments and payouts. Starting in 2017, however, this fund is also used to record Tax
Incremental District (TID) non-capital transactions such as receipt of tax and other revenues and payment of debt service and
refunds of excess revenue to overlying taxing jurisdictions. As previously explained, the TID-related net cumulative revenues
residing in the General Obligation Debt Service Fund were transferred to the Economic Development Fund at the beginning of
2017. Because of the materiality of the amounts related to this change, a comparison of the 2017 transaction amounts to prior
year is not meaningful.

The 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. In 2017, total debt proceeds amounted to $99 million
as compared to $140 million in 2016, a 29% decrease. Total revenues increased $12 million to $38 million in 2017 from $26
million 2016; expenditures increased $33 million, to $172 million in 2017 from $139 million in 2016. The issuance of bonds and
notes during 2017 for capital purposes combined with revenues and transfers were not sufficient to cover the current year’s
expenditures resulting in a positive fund balance of $8 million, a $19 million decrease compared to the 2016 fund balance of $27
million (Table 4a).

Proprietary (Enterprise) 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 proprietary funds was $60 million, a decrease of $15 million
from the 2016 balance of $75 million. This $15 million decrease is a combination of declines of $4 million in Water Works, $7
million in the Sewer Maintenance fund and a net decrease of $4 million in all other non-major proprietary funds.

In 2017, operating revenues of the proprietary funds totaled $256 million (a 1.2% increase) while total operating expenses
decreased $100 thousand to $175.4 million. The Water Works is the largest proprietary activity of the City, comprising
approximately 38% 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 2017, Water Works operating revenues were
nearly the same as prior year while Sewer Maintenance operating revenues increased 3.5%. The combined revenue of all other
proprietary funds (labeled Nonmajor Funds in Table 6) increased 1.8% compared to 2016.

The Water Works incurred total operating expenses of $70 million for 2017 a decrease of $3.6 million compared to 2016. Sewer
Maintenance operating expenses totaled $28 million in 2017, an increase of $3 million compared to the 2016 total of $25 million.
The combined operating expenses of all other proprietary funds increased .5%, from $77 million in 2016 to $77.4 million in 2017.
Table 6 below presents a summary of revenues and expenditures and changes in net position of the proprietary funds.

Table 6
Enterprise Funds - Summary of Revenues, Expenses and Changes in Net Position
(Thousands of Dollars)

Water Sewer Nonmajor
Works Maintenance Funds Total
Operating reVenUes ..........c.ccoceeeecceeeeennn. $ 97,833 § 65,141 $ 93,515 $ 256,489
Operating eXPenSes........cccccceeeeeeeeeeeeeeeeennnnes 69,861 28,204 77,357 175,422
Operating iNCOME.......ccououeeeeeeeeeeeeeee e 27,972 36,937 16,158 81,067
Nonoperating revenues (expenses)............. (281) (28,127) (2,353) (30,761)
Income before contributions & transfers.. 27,691 8,810 13,805 50,306
Capital contributions and transfers.............. 9,226 (3,405) (19,967) (14,146)
Increase (decrease) in net position........... 36,917 5,405 (6,162) 36,160
Net position 2016 436,630 277,902 45,502 760,034

Net position 2017 $ 473,547 $ 283,307 $ 39,340 $ 796,194
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General Fund Budgetary Highlights

For the year ended December 31, 2017, the General Fund budgetary-basis actual revenues were $8 million lower than budgeted
revenues. Revenue categories for property taxes, licenses and permits, charges for services and fines/forfeitures experienced
an unfavorable (less than budgeted) variance of $12 million. However, all other categories including other taxes,
intergovernmental and other revenues exceeded the final budget by a total of $4 million. Actual total revenues increased $1
million to $616 million in 2017 from $615 million in 2016. Intergovernmental revenues increased slightly to $266 million from
$265 million in 2016. The intergovernmental category includes financing from the State for shared taxes, local street aids, and
payment for municipal services. Operating expenditures were $8 million less than budgeted. This favorable variance is mainly
due to $7.2 million savings from general government departments.

The original 2017 budget for expenditures includes the adopted budget plus the encumbrances carried over from 2016 less the
encumbrances carried over to 2018. The final budget includes the original budget, as defined above, plus appropriations
authorized for carryover from 2016 by the Common Council less those appropriations authorized for carryover to 2018. 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 2017 General Fund expenditure budget of $679 million and the final budget of $685 million, which
is a 2.4% decrease from the final 2016 budget of $702 million. The original and final revenue budgets of $624 million are less
than a 1% decrease compared to the final 2016 revenue budget of $626 million. Table 7 below presents a summary of 2017
General Fund budget to actual revenues, expenses and changes in fund balance.

Table 7
General Fund - Budgetary Comparison Summary
(Thousands of Dollars)

Budgetary Variance
Original Final Basis Positive
Budget Budget Actual (Negative)
Operating revenuUEs.........ccocveveeeeeeeeeeeeeeeenenes $ 624216 $ 624216 $ 616481 $ (7,735)
Operating XPeNSEeS........ccoovvveeeeeeeeeereeseeenens 679,035 684,781 676,486 8,295
Deficiency of revenues over expenditures... (54,819) (60,565) (60,005) 560
Other financing sources (US€S).....cccccceveeeeennnne. 60,164 67,041 77,128 10,087
Net change in fund balance............cccu........ 5,345 6,476 17,123 10,647
Fund balance 2016 80,353 80,353 80,353

Fund balance 2017

$ 85698 $ 86,829 § 97,476 $ 10,647

The General Fund Schedule of Expenditures - Budget and Actual (Exhibit 1-9) compares current year actual to budgeted
expenditures, by department.

The City’s General Fund’s beginning Fund Balance of $108 million, as reported on the General Fund Statement of Revenues,
Expenditures and Changes in Fund Balance (Exhibit A-3), differs from the General Fund’s budgetary Fund Balance of $80
million, reported in the Budgetary Comparison Schedule (Exhibit E-1,) by the $28 million withdrawal from the Fund Balance.
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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, 2017 total $2.4 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 $108 million or 5%. Governmental activities’ capital assets increased $50 million
or 4% from 2016. Business-type activity capital assets increased $58 million or 6% at the end of 2017. A schedule comparing
the assets by type for 2017 and 2016 for both governmental and business-type activities is depicted in Table 8 below. The net
change in assets, as detailed in Note 4 to the Financial Statements, reports that additions were $71 million and deletions were
$20 million for 2017 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 increase in capital assets of $24 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 63% of its total capital assets with 26% consisting of machinery and equipment. The total net change in
all Water Works net assets was an increase of $37 million.

Table 8
Net Capital Assets
(Thousands of Dollars)

Total
Governmental Activities Business-type Activities Primary Government
2017 2016 2017 2016 2017 2016
Capital assets not being depreciated:
Land e $ 165,735 $ 165,735 $ 17,321 $ 18,773 $ 183,056 $ 184,508
Construction in progress ... 117,441 108,978 44,003 46,165 161,444 155,143
Intangible right of ways ...l 1,342 1,342 - - 1,342 1,342
Capital assets being depreciated:
BUildingS  .ooeiiiie e 324,890 321,291 95,900 97,637 420,790 418,928
Infrastructure ... 1,799,706 1,735,435 1,154,107 1,079,872 2,953,813 2,815,307
Improvements other than buildings ....... 12,175 12,175 10,970 8,184 23,145 20,359
Machinery and equipment 213,173 207,580 290,121 281,286 503,294 488,866
Intangible software....................... 11,327 3,834 - - 11,327 3,834
Nonutility property ...................... - - 3,917 3,917 3,917 3,917
Accumulated depreciation (1,386,649) (1,347,804) (515,702) (493,212) (1,902,351) (1,841,016)
Total .o $ 1,259,140 $ 1,208,566 $1,100,637 $1,042,622 $ 2,359,777 $ 2,251,188

Debt

At year-end, the City owed $981 million in general obligation bonds and notes, $114 million in State loans, and $200 million in
revenue bonds outstanding, as itemized in Table 9.

New debt issued, general obligation bonds and notes, totaled $268 million, of which $253 million was 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 and
notes.

The City’s gross general obligation debt per capita, excluding proprietary fund debt, was $1,354 at the end of 2016 and $1,360
at the end of 2017; a .4% increase from the prior year. As of December 31, 2017, the City’s outstanding net general obligation
debt for governmental activities was 2.97% 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 is also issued by the City. Excluding
the 2% limit on School debt, the City has a 5% legal debt limit. Total outstanding debt, net of the debt service fund, fund balance
was about 59% of this limit. The City issues general obligation notes to purchase a portion of General Fund delinquent taxes.
During 2017, $21.1 million of notes were issued to fund delinquent taxes. Delinquent tax collections, along with related interest
and penalties, are used to pay the debt service requirements.
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Table 9
Outstanding Debt
General Obligation Bonds & Notes and Revenue Bonds
(Thousands of Dollars)

Total
Governmental Activities Business-type Activities Primary Government
2017 2016 2017 2016 2017 2016
General obligation bonds and notes
(backed by the City) ......ccocccvvieeeeennne $ 942,330 $ 949,001 $ 38,875 $ 52,139 $ 981,205 $1,001,140
State [0ans  .....cceeiiiiii - - 114,308 101,612 114,308 101,612
Revenue bonds (backed
by specific fee revenues) ................. - - 200,156 190,086 200,156 190,086
Total e $ 942,330 $ 949,001 $ 353,339 $ 343,837 $1,295,669 $1,292,838

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND TAX RATE

The average unemployment rate within the City of Milwaukee for 2017 was 4.6%, compared to 5.8% for 2016. The City of
Milwaukee per capita income for the most recent fiscal year available (2016) was $43,375, compared to $42,802 for 2015. Table
13, in the Statistical Section, contains demographic and economic statistics for the last ten calendar years.

The 2018 adopted City Budget is about $1.53 billion with a General Fund budget of $748 million. The General Fund budget
increased $10 million from the 2017 budget of $738 million. In 2018, the City expects to spend $107 million for health insurance
and related costs compared to $114 million budgeted for 2017, a $7 million decrease.

The 2018 budget includes $3 million to abate lead in 400 housing units and $8.8 million to replace lead water service lines.
Funding for the Strong Neighborhoods Plan will enable repairs and improvements to approximately 154 privately-owned homes.
An average annual sworn police force of 1,861 members will be funded in 2018. Finally, the City has allocated $4 million for
replacing two neighborhood libraries in 2018.

The City of Milwaukee’s share of the Tax Rate remained unchanged at $10.75 (per $1,000 of Assessed Value). The total City
2017 property tax levy increased $9.7 million to $273.5 million, compared to $263.8 million in 2016, while the assessed valuation
of all property within the City increased $748 million. The 2017 property tax levy (which funds the 2018 budget) is shown in
Table 10 below along with a comparison to the 2016 levy.

Table 10
Tax Levy by Purpose
(Thousands of Dollars)

Levy Year * Increase

2017 2016 (decrease)

General city purposes..........cccccuu..... $ 107,192 $ 115213 $ (8,021)
Employee retirement...........c........oo. 94,189 77,982 16,207
Capital improvements............ccccvueennnnn 889 300 589
Debt....coooiii 66,216 65,280 936
Contingent fund............ccoooveoveiieeee. 5,000 5,000 -
Total levy ... $ 273,486 $ 263,775 $ 9,711

*Levy year funds the next year's budget.
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CITY OF MILWAUKEE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2017

The 2018 General City Purpose budget includes $622 million in estimated revenue, a decrease of $10.7 compared to 2017. The
sources of funds for the 2018 General City Purpose budget, by category, compared to the 2017 budget is shown in Table 11.

Table 11
Sources of Funds for General City Purposes Budget
(Thousands of Dollars)

Budget Year* Increase
2018 2017 (decrease)
TaX VY . $107,192 $ 115,213 $ (8,021)
Taxes and PILOTS.........ccccoeiiiiiiiinnnn. 17,591 17,699 (108)
Licenses and permits...........cccccceeuunnee. 15,937 16,203 (266)
Intergovernmental revenue................. 268,191 265,292 2,899
Charges for services.............cccceuunnnen. 129,145 127,045 2,100
Transfers......oovi s 36,123 44,179 (8,056)
Other....ceeveeeeeeeeeeeeeee e 48,150 47,362 788
Total SOUICES.......ccvoveeeeeeeeeeeeeen $622,329 § 632,993 § (10,664)

*Budget is funded by the prior year's levy.

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, WI 53202.
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CITY OF MILWAUKEE
STATEMENT OF NET POSITION
December 31, 2017
(Thousands of Dollars)

Exhibit 1

ASSETS

Cash and investments
Receivables (net):

TaxXesS .oeivvviiiiiiiiiiiiieiis
Accounts ......cccceeieiiiiiiiieene,
Unbilled accounts ................
Special assessments
Notes and loans .................
Accrued interest ..................
Due from component units
Due from primary government
Due from other governmental agencies
Inventory of materials and supplies
Inventory of property for resale
Prepaid items .........ccccoeeeee.
Other assets  ....cccccoeiiiieeneenn.

Total Noncapital Assets

Capital assets:

Capital assets not being depreciated:
Land .o
Construction in progress
Intangible right of ways

Capital assets being depreciated:
Buildings ...l
Infrastructure .........cccceeee
Improvements other than buildings
Machinery and equipment

Intangible software
Nonutility property

Accumulated depreciation
Total Capital Assets
Total Assets ......cccceevcierennis
Deferred Outflows of Resources:
Loss on refunding......................

Pension related..........................

Total Deferred Outflows of Resources

Primary Government

Governmental  Business-type Component
Activities Activities Total Units

............................. $ 338,236 $ 53,962 $ 392,198 $ 122,307
............................. 243,791 - 243,791 -
............................. 32,905 48,756 81,661 407
............................. 2,408 19,707 22,115 -
6,736 - 6,736 -

............................. 95,544 - 95,544 58,598
............................. 400 134 534 1,384
.................................. 12,475 - 12,475 -
.............................. - - - 136
.............. 208,666 2,251 210,917 4,641
..................... 10,396 3,635 14,031 -
........................... 26 - 26 5,491
............................. 5,652 839 6,491 -
............................. - 125 125 130
................................ 957,235 129,409 1,086,644 193,094
............................. 165,735 17,321 183,056 12,200
............................... 117,441 44,003 161,444 -
................................. 1,342 - 1,342 -
............................. 324,890 95,900 420,790 85,786
.......................... 1,799,706 1,154,107 2,953,813 333
............... 12,175 10,970 23,145 4,264
............................. 213,173 290,121 503,294 159
.......................... 11,327 - 11,327 565
......................... - 3,917 3,917 -
.............................. (1,386,649) (515,702) (1,902,351) (24,879)
1,259,140 1,100,637 2,359,777 78,428

......................... 2,216,375 1,230,046 3,446,421 271,522
.......................... - 112 112 -
......................... 219,484 11,365 230,849 334
............ 219,484 11,477 230,961 334
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CITY OF MILWAUKEE

STATEMENT OF NET POSITION

December 31, 2017
(Thousands of Dollars)

Exhibit 1 (Continued)

Primary Government

Governmental Business-type
Activities Activities
LIABILITIES AND DEFERRED
INFLOWS OF RESOURCES
Accounts payable .........ccceeeeeeiieeeeeeeeeee e, $ 84,531 $ 28,521
ACCrued EXPENSES  ..ccveveeeiieeeeiieeeeeee e e ee e 27,616 1,422
Accrued interest payable .........ccccoeiiiiiiiiieei. 8,193 1,391
Internal balances ..........ccccccceveeeiveeeeeiiieiiieeeeineeeaenes (14,245) 14,245
Due to component units ........cccceeeceeeeeiiieeeiiee e, 118 18
Due to other governmental agencies ................... 2,358 -
Unearned reVENUES...........ceeevieeeenieieeeeieeeeeieee e 1,341 2,592
Revenue anticipation notes payable .................... 180,000 -
Other liabilities .........cccoevviiieeieeecee e - -
Due to primary government:
Due within one year ........cccccceeiiiiveeiiiieeeieeene - -
Due in more than one year .........ccccoccceeevcieeennns - -
Long-term obligations:
Due within one year ........cccoccveiiiieeiiiieeeciieene 166,006 22,692
Due in more than one year ........cccccoceceeevcieeennns 1,720,001 372,996
Total Liabilities .......ccceeevveeiieeiieeeeeeecee e 2,175,919 443,877
Deferred Inflows of Resources:
Gainon refunding........cccvveeeeieeiiiiiiee e, 904 -
Deferred inflows for grants...........ccccovveeeeiiiicnnnnes - 579
Subsequent years property taxes............c........... 315,462 -
Pension related............cc.oovoveveeeeeeeeeeeeeeeens 22,254 873
Total Deferred Inflows of Resources .............. 338,620 1,452
NET POSITION
Net investment in capital assets.........cccccccceveeeenn. 836,422 734,161
Restricted for:
Debtservice ... 152,571 2,209
Other PUIPOSES  ...ooveiiiieiciiee e e seee e 9,021 -
Unrestricted ..., (1,076,694) 59,824
Total Net Position .......cccceeneinenceerseninnienns $ (78,680) $ 796,194

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

Total

$ 113,052
29,038
9,584

136
2,358
3,933

180,000

188,698
2,092,997

2,619,796

904

579
315,462
23,127

340,072

1,570,583

154,780
9,021

(1,016,870)

$ 717,514

Component
Units

$ 2,075
1,638

2,921

3,088

1,148
11,327

3,080
197,826

223,103

610
39

649

24,816

11,575
11,713

$ 48,104
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CITY OF MILWAUKEE Exhibit 2
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2017
(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 ..........c.cccoecveevieeeveeeennn, $ 274,652 $ 27,180 $ 2,026 $ -
Public safety .........ocooiiiiii 485,016 23,382 12,314 -
Public WOrks .....ovviiiiiiiiiiiieieeeceee e 206,205 83,344 2,842 240
Health ... 23,655 1,267 9,937 -
Culture and recreation ........ccccoceevvviviiieeerenennn. 28,193 1,024 3,243 -
Conservation and development ..................... 65,175 19 13,966 -
Interest on long-term debt ... 22,097 - - -
Total Governmental Activities ................... 1,104,993 136,216 44,328 240
Business-type Activities:
Water e 70,219 97,833 - 22,528
Sewer Maintenance .........ccccceeeeiiiiiiiieeieeeeeee. 59,823 65,141 - 3,358
Parking ..o.ccooieieeeeee e 25,287 37,557 - 180
Port of Milwaukee .........cccooeeiiiiiiiiiiiiieee 4,570 5,625 - -
Metropolitan Sewerage District
User Charges .......oooooecciiiieiieeiiiiiiiiieeaee 49,853 50,333 - -
Total Business-type Activities ................. 209,752 256,489 - 26,066
Total Primary Government ............cccoeeveeiiieecnenne $ 1,314,745 $ 392,705 $ 44,328 $ 26,306
Component units:
Redevelopment Authority ..........cccoeeveeineenne. $ 11,954 $ 6,602 $ 1,814 $ -
Neighborhood Improvement Development
Corporation .........ccccccueeiiii 612 160 221 17
Century City Redevelopment Corporation ...... 873 324 -
Total Component Units ..........ccccooooiiiiieieeeee. $ 13,439 $ 7,086 $ 2,035 $ 17
General revenues:
Property taxes and other taxes ...
State aid for General Fund ........cccoooiiiiiiiiiiii e
MISCEIIANEOUS ...
L2151 1= T PSR
Total General Revenues and Transfers ...,
Change in Net POSItion ........coooiiiiiiii e
Net Position - BEGINNING.........uuuuereieiiiiiiiiieieieiiieieee e
Net Position - ENAiNG  ....ccoooiiiee e
The notes to the financial statements are an integral part of this statement.
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Exhibit 2 (Continued)

Net (Expenses) Revenue and Changes in Net Position

Primary Government

Governmental Business-type

Activities Activities Total
$ (245,446) $ (245,446)
(449,320) (449,320)
(119,779) (119,779)
(12,451) (12,451)
(23,926) (23,926)
(51,190) (51,190)
(22,097) (22,097)
(924,209) (924,209)
= $ 50,142 50,142
- 8,676 8,676
- 12,450 12,450
- 1,055 1,055
- 480 480
- 72,803 72,803
(924,209) 72,803 (851,406)
307,828 - 307,828
265,700 - 265,700
97,757 211 97,968
36,854 (36,854) -
708,139 (36,643) 671,496
(216,070) 36,160 (179,910)
137,390 760,034 897,424
$ (78,680) $ 796,194 $ 717,514

Component
Units

$ (3,538)

(214)
(549)
(4,301)

4,675;
~aes
377
47,727

$ 48,104
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CITY OF MILWAUKEE Exhibit A-1
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2017
(Thousands of Dollars)
General
ASSETS
Assets:

Cash and INVESIMENTS ... e e $ 99,099

Receivables (net):
7= S 147,232
Accounts 31,524
Unbilled accounts ... 2,408
SPECial @SSESSMENES  ...eiiiieiiii ettt et e e s aab e e e naa e e e e anneeeennes -
[\ o) (X3 g o I (o ¥= 1o - SRR 86
F ool (U T=To ] (=T =) SRS UPRRRPPE 271
Due from other funds .............. 73,727
Due from component units 150
Due from other governmental agenCIES ........cooicuiiiiiiiie i 810
Advances to other funds ....................... 5,832
Inventory of materials and supplies 10,396
Inventory of property for resale ..o 26
L (=T o= 1o ) (=Y o L USSR 1,968
LI = LI XCT=T =Y = S SN $ 373,529

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND FUND BALANCES
Liabilities:

Accounts payable
Accrued expenses
Due to other funds
Due to COMPONENT UNIES  ...eiiiiiiiie e e et e e e e e e e e e s
Due to other governmental agencies
UNEarned reVENUE..........c.ceeiuiiiieeiieeiie e
Revenue anticipation notes payable
Advances from other fUNAS  ........ooiiiiiiiiiee e e e e e e e e e e e ennnaeeeeeeeennes

Total Liabilities .....ooooeeeeee

Fund Balances:
[N\ (o] 0] o =T p T =1 o] L= PSSRSO
ST (o1 (= Yo [N

(7] 14100111 TSP PP
T (o | =Y o SRS
UNGSSIGNEU. ...ttt ettt h e e b et sat e eae e e ebe e e bt e st e sane e aneeanne s

Total FUNA BAIANCES  .....oeeeeeeieeeeeeeeeeeeeee et e e e e e a e e e e e e nnnnnnes

Total Liabilities, Deferred Inflows and Fund Balances ...........cccoceevvriiiininnnne

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

$ 34,234
27,187
337

30

54

61,842

214,211

18,401

3,444
37,281

38,350
97,476

$ 373,529
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General
Obligation
Debt
Service

$ 77,059

39,730

62,389

47
180,000

$ 359,225

$ 69
7,111

180,000

187,180

128,604

43,441

$ 359,225

Public
Debt
Amortization

$ 32,402

Economic
Development

$ 79,886

25,186

62,710

$117,257

Exhibit A-1 (Continued)
Nonmajor
Capital Governmental

Projects Funds Total
$ 47,633 $ 2,157 $ 338,236
533 31,110 243,791
1,381 - 32,905
- - 2,408
6,736 - 6,736
- 10,987 95,544
- - 400
- 337 74,064
45 48 12,475
16,089 11,767 208,666
- - 5,832
- - 10,396
- - 26
3,682 2 5,652
$ 76,099 $ 56,408 $1,037,131
$ 43,932 $ 5911 $ 84,531
271 158 27,616
2,880 49,491 59,819
62 26 118
190 2,168 2,358
256 1,031 1,341
- - 180,000
5,832 - 5,832
53,423 58,785 361,615
14,718 8,949 420,644
3,682 2 22,085
18,795 9,019 188,578
- - 3,444
- - 37,281
(14,519) (20,347) 3,484
7,958 (11,326) 254,872
$ 76,099 $ 56,408 $1,037,131

45



46

This page left blank intentionally.



CITY OF MILWAUKEE Exhibit A-2
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2017
(Thousands of Dollars)
Fund balances - total governmental funds (Exhibit A-1) $ 254,872
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 $ 165,735
Buildings, net of $127,907 accumulated depreciation 196,983
Infrastructure, net of $1,098,462 accumulated depreciation 701,244
Improvements other than buildings, net of $10,002 accumulated depreciation 2,173
Machinery and equipment, net of $146,959 accumulated depreciation 66,214
Intangible assets net of $3,319 accumulated depreciation 9,350
Construction in progress 117,441
1,259,140
Some revenues are unavailable in the funds because they are not available to pay
current period's expenditures.
Taxes to be collected 14,729
Grant revenues to be collected 9,676
Notes and loans receivable to repay long-term bonds and notes 74,659
Special assessments to be collected 6,118
105,182
Deferred inflows and outflows of resources related to pensions have not been
included in governmental fund activity.
Deferred inflows for pensions (22,254)
Deferred outflows for pensions 219,484
197,230
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 (8,193)
Bonds and notes payable (942,330)
Gain on refunding (904)
Unamortized premiums (64,140)
Compensated absences (48,395)
Net other postemployment benefits obligation (459,369)
Net pension liability (339,551)
Claims and judgments (32,222)
(1,895,104)
Total net position of governmental activities (Exhibit 1) $ (78,680)

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
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017

Exhibit A-3

(Thousands of Dollars)
General
Revenues:
PrOPEIY TAXES  .ooiviiiiiieeee ettt ettt e e et e b e et et e e et et e e e eaeeereeebeereereeneenns $ 190,337
(O] T=T R P23 (Y= TR 4,234
SPECIAl ASSESSMENTS ...t e e e e e e e e e e e e e e e et a e aaeaeaaas -
Licenses and PErmMItS ......coooiiiiiiii e 15,597
INtErgoVEerNMENTAl ...t e e e e e e s e e e e 265,700
Charges fOr SEIVICES  ....iiiiiiiiie ittt et e e ettt e e et e e e et ee e ettt e e sanneeeeanneeeeeaneeeeanns 136,216
[T TST TRz o I (0] (= 1T 3,357
(070101 (8| o1UNA[0] TR (=1 o7=1AVL= T ISR 3,022
(O] (o= 19,384
B o] o= I R oYL= 10 1 637,847
Expenditures:
Current:
(€T aT=T = 1o [0 =Y g 4= o S 247,401
PUDIC SAFELY  .oeieiiie ettt et et e e et e e e nae e e e nne e e e naeeeeen 315,139
L] o] [ T3 TV 0T 5 100,724
Health o 10,353
(LU (U] =3r=TaTe I =To (== 1110 o IO 18,789
Conservation and developmMENt ..o e 4,579
(O7= o] 1 =1 I 0T U/ 1 - -
Debt Service:
Principal retir€@mMeENt ... -
1) (=T (=T SRR -
[S70) 010 METUT= g [el Y oto 1] £ TN -
o] = = o T=T Lo [ 0 =Y 696,985
Excess (Deficiency) of Revenues over Expenditures ............ccccoooiiiiiiiiiiiieeiiiiiiiieeeee e (59,138)
Other Financing Sources (Uses):
General obligation bonds and NOtes iSSUEA  .......coooiiiiiiiiiiiiii e 6,462
Proceeds from debt refundings .......ccoooiiiiiiiiii e -
Loans receivable aCtiVIIES .......ccooiiiiiiiiie e e e e e e eeaaaaas -
ST TUE= Lot o] (=T .1 T80 o O PP PP PP -
=10 153 (= T T 44,339
=101 (=T =30 10 AT (2,119)
Total Other Financing Sources and USES .........cuuiiiiiiiiiiiiiee e 48,682
Net Change in FUNd BalanCes ........ooiiiiiiiiiiiie et (10,456)
Fund BalanCes - BEGINNING  ...coioiiieiiiiiieiiiiii et ee ettt e ettt e e et e s eann e e e e bb e e e nennne e e nnees 107,932
Fund Balances - ENAING .....cccceciiiiiciiceisissse s s sss s s ee s e e e sssesnessesssesensssnssnsssnsensnens $ 97,476

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

48



Exhibit A-3 (Continued)

General
Obligation
Debt
Service

$ 65,280

11,272

4,300
80,852

259,911
40,366
329

301,471

(220,619)

50,000
76,243
(1,590)
23,601
82,754
(76,762)
154,246

(66,373)
109,814

$ 43,441

Public
Debt

Amortization

$ =
2,179

(8,500)
(8,500)

(3,766)

58,379

$ 54,613

Economic Capital
Development Projects
$ 41,096 $ 2,839
286 -
- 2,019
962 28,756
9,297 -
5,055 4,755
56,696 38,369
10,172 -
- 172,270
10,172 172,270

46,524 (133,901)

- 99,427

75,360 23,790
(59,276) (8,451)
16,084 114,766
62,608 (19,135)
102 27,093

$ 62,710 $ 7,958

Nonmajor
Governmental
Funds Total

$ - $ 299,552
- 6,699
- 2,019
- 15,597
43,197 338,615
- 156,785
- 3,357
- 3,022
- - __ 36,054
43,197 861,700
5,367 253,638
11,823 326,962
2,600 103,324
9,829 20,182
2,379 21,168
13,966 28,717
- 172,270
- 259,911
- 40,366
- 329
45,964 1,226,867

(2,767) (365,167)

21,108 176,997
- 76,243
(286) (1,876)

- 23,601

3,265 229,508
(37,546) (192,654)
(13,459) 311,819
(16,226) (53,348)
4,900 308,220

$ (11,326) $ 254,872
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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, 2017
(Thousands of Dollars)

Net change in fund balances - total governmental funds (Exhibit A-3) $ (53,348)
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 asset additions ($126,148) less

additions from Construction-in-Progress ($18,453) exceeded depreciation expense ($55,273) in

the current period less loss on disposals ($1,848). 50,574

Notes and loans receivable to repay long-term bonds and notes (7,249)

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 1,671
Capital grants and contributions (782)
Special assessments beginning of the year $5,905 less $6,118 at year end 213
1,102
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 (253,240)
Issuance premiums (23,601)
Gain on refunding (446)
Repayments:
Principal retirement 259,911
Amortization:
Premiums 15,840
Gain/Loss on refunding 1,021
(515)
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 (450)
Net other postemployment benefits obligation (48,096)
Net pension liability (3,218)
Deferred inflows for pensions 886
Deferred outflows for pensions (157,638)
Claims and judgments 474
Accrued interest on bonds and notes 1,408
(206,634)
Changes in net position of governmental activities (Exhibit 2) $(216,070)

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




CITY OF MILWAUKEE Exhibit B-1
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
DECEMBER 31, 2017
(Thousands of Dollars)

Nonmajor
Water Sewer Proprietary
Works Maintenance Funds Total
ASSETS
Current Assets:
Cash and cash equivalents ..........ccccceceeveeiieeciecieceee e $ 25,767 $ 3,947 $ 9,981 $ 39,695
Restricted cash and cash equivalents ................c......... 2,209 12,058 - 14,267
Receivables (net):
F e oToT0 1 U] | (=TT 18,081 16,236 14,439 48,756
Unbilled accounts ........cooovveeiiiiiiiiieee e 13,850 2,565 3,292 19,707
Accrued iNterest .........ovvveveveiiieiee e - 134 - 134
Due from other funds ..........eeeeiiiiiiiiie e, 4,211 3,587 2,953 10,751
Due from other governmental agencies ............ccccceeeee.. - 1,212 1,039 2,251
Advances to other funds ..., 109 - - 109
Inventory of materials and supplies ...........ccccoceeeeeiieinns 3,414 221 - 3,635
Prepaid items  ......ooeiiiiii e 821 18 - 839
Other @sSets ........ouiiiiiiiieie e 125 - - 125
Total Current ASSEtS ....eeeeeeeeeeiieeeeeeeeee e, 68,587 39,978 31,704 140,269
Noncurrent assets:
Capital assets:
Capital assets not being depreciated:
Land oo 1,791 - 15,530 17,321
Construction in progress .......cccceeeeeeieiicciiiieeeee e 37,618 125 6,260 44,003
Capital assets being depreciated:
BUIldiNgS  .ooeeoieee e 30,280 - 65,620 95,900
INFrastructure ........coooiiiiieee e, 424,000 710,174 19,933 1,154,107
Improvements other than buildings ............c.............. - - 10,970 10,970
Machinery and equipment ...........ccccciieieeeiieiiceeee. 268,152 6,054 15,915 290,121
Nonutility property .......cccveveeeieeieceee e 3,917 - - 3,917
Accumulated depreciation ... (273,967) (161,433) (80,302) (515,702)
Net Capital ASSets .......cccccvveeieeiiiiiiiiiiee e 491,791 554,920 53,926 1,100,637
Total Noncurrent ASSets ......cccoeveveevvieeeieeiiiiieeeeee, 491,791 554,920 53,926 1,100,637
TOtal ASSEES  ..veeieeccceeeeeeeeeee e 560,378 594,898 85,630 1,240,906
Deferred Outflows of Resources:
Loss on refunding.........ccoooeiiiiiiiiiiee e - 112 - 112
Deferred outflows for PENSIONS ........c.coveveeeeeeeeeeeeeeeeees 6,792 2,376 2,197 11,365
Total Deferred Outflows of Resources....................... 6,792 2,488 2,197 11,477
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CITY OF MILWAUKEE
STATEMENT OF NET POSITION

Exhibit B-1 (Continued)

PROPRIETARY FUNDS
DECEMBER 31, 2017
(Thousands of Dollars)
Nonmajor
Water Sewer Proprietary
Works Maintenance Funds Total
LIABILITIES
Current Liabilities:
Accounts Payable ..........ccoccieiiiiiie e $ 11,734 $ 4,330 $ 12,457 $ 28,521
ACCIUEd EXPENSES  ..ooiiiiiiiiiiiee et e et a e e eaa e e 906 235 281 1,422
Accrued interest payable ... 181 548 120 849
Compensated abSEnCes .......ccccevvviviiiieeiiiiiiiieee e 1,179 325 289 1,793
Advances from other funds ..........cooooiiiiiiiiiiieeeeeees - - 109 109
Due toother funds ...........ooveeeiiiiiiiiiiieee e, 11,633 - 13,363 24,996
Due to component units .........cccccoovviviiiiiiii - - 18 18
UNearned rEVENUE...........ccovueiiiiieeeeee e - 1,101 1,491 2,592
General obligation debt payable - current ........................ 857 404 1,619 2,880
Total Current Liabilities ..........ccccccvvvvvveviieieieieieeeeeeeeeees 26,490 6,943 29,747 63,180
Current Liabilities Payable from Restricted Assets:
Revenue bonds payable ...........ccoociiiiiiiii 3,126 14,893 - 18,019
Accrued interest payable ... - 542 - 542
Total Current Liabilities Payable from
Restricted ASSEtS  ...cooeevieieiieeeeeeeeeeee e 3,126 15,435 - 18,561
Noncurrent Liabilities:
General obligation debt payable ................ccccoooiiiii. 6,970 16,308 13,058 36,336
Revenue bonds & State loans payable ..............c.cccco........ 39,940 269,301 - 309,241
Other post employment benefits obligation ...................... 8,042 3,076 2,822 13,940
Net pension liability ...........cocoiiiiiiiii e 7,961 2,833 2,685 13,479
Total Noncurrent Liabilities .......cccooovveeiiiiiiiiiiieeeeennn. 62,913 291,518 18,565 372,996
Total LiabilitiesS  .......oevvveveeeeeieieeieieeeeeeeeeeeeeeeeeee e 92,529 313,896 48,312 454,737
Deferred Inflows of Resources:
Deferred inflows for grants ..........ccococeeiieiniii e 579 - - 579
Deferred inflows for pensions ...........cccccoevviviiiiec e, 515 183 175 873
Total Deferred Inflows of Resources 1,094 183 175 1,452
NET POSITION:
Net investment in capital assets...........cccccoveiiiiiie e 440,898 254,014 39,249 734,161
Restricted for Debt Service .......oooooveueeeeeieieeiieeeeeeee e 2,209 - - 2,209
(0] o] (=YY (o1 (=T [N 30,440 29,293 91 59,824
Total Net Position .......cccccceeeieimimininiennieeeeeeeeeeeeeeeees $ 473,547 $ 283,307 $ 39,340 $ 796,194

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
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)
Nonmajor
Water Sewer Proprietary
Works Maintenance Funds Total
Operating Revenues:
Charges for Services:
WALl SAIES oot 79,580 $ - $ - $ 79,580
Statutory sewer user fee ........cccooviiiiiiiiiiee e - - 49,056 49,056
Sewer maintenance fee ..........ccooeeeeiiiiiiiiieeeeeeee, - 65,141 - 65,141
RENE e - - 12,977 12,977
Fire protection service ........cccocceiiiiiiiiiiiiiiiiiiiiiiiiiiiins 9,172 - - 9,172
Parking meters ... - - 4,985 4,985
Parking permits .........cccoiiiiiiiiiiiiiiee e - - 4,131 4,131
Vehicle toWING  ..ceveiiiiiiii e - - 6,046 6,046
Parking forfeitures ..........cccoieiiiiiiiii e - - 15,043 15,043
OtNEI e 9,081 - 1,277 10,358
Total Operating Revenues ..........ccccococeeeviiieennnnee. 97,833 65,141 93,515 256,489
Operating Expenses:
Milwaukee Metropolitan Sewerage District charges ... - - 44,351 44,351
EMPIOyee SErviCes ..ot - 8,582 9,788 18,370
Administrative and general ............cccooiiis 11,531 - - 11,531
Depreciation .........coooiiiiiiiiie e 18,185 7,997 3,011 29,193
Transmission and distribution ...........cccoeviiviiiiiinnnnnnn. 18,187 - - 18,187
Services, supplies, and materials ..............cc..oooeinnl - 11,625 20,207 31,832
Water treatment ...........coooiieiiiiiiiiie e 11,780 - - 11,780
Water puMpPING  ..oooooeiiiiieeee e 7,062 - - 7,062
Billing and collection ..........cccceiiiiiiiiie 3,116 - - 3,116
Total Operating EXpenses ........ccccoecveveencieeeennnen. 69,861 28,204 77,357 175,422
Operating INCoOMe .......coooiiiiiiiiiiiiee e 27,972 36,937 16,158 81,067
Nonoperating Revenues (Expenses):
Investment income ..., 77 134 - 211
Grant reVENUE  .......cooeevieeeeeeeeeeeee e - 3,358 - 3,358
Interest eXpense ... (87) (8,418) (681) (9,186)
Other e (271) (23,201) (1,672) (25,144)
Total Net Nonoperating Revenues (Expenses) (281) (28,127) (2,353) (30,761)
Income before Contributions and Transfers........... 27,691 8,810 13,805 50,306
Capital contributions ..........cccociiiiiii 22,528 - 180 22,708
Transfers iN .o - - 487 487
Transfers OUt  ......cccooiiiiie i (13,302) (3,405) (20,634) (37,341)
Change in Net Position ..., 36,917 5,405 (6,162) 36,160
Total Net Position - Beginning ...........cccuvviieeiiiiiiiiiiineeee. 436,630 277,902 45,502 760,034
Total Net Position - Ending  ......cooeeeeeeiiiieeeeceeeeeee $ 473,547 $ 283,307 $ 39,340 $ 796,194

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit B-3
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)
Nonmajor
Water Sewer Proprietary
Works Maintenance Funds Total
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and USErs ............ccccccocvevvenennnn. $ 91,875 $ 65,246 $ 92,240 $ 249,361
Receipts from interfund services provided ..................... 6,143 - - 6,143
Payments to suppliers ........cccccceveeiiiiiiiiiiieee e (17,588) (12,190) (63,398) (93,176)
Payments to employees ........ccccceeeiieiiiiiiiiie e (22,873) (7,205) (8,360) (38,438)
Payments from other funds .........ccccoeeiiiiiiiiiiiieeeec e, - (2,101) 575 (1,526)
Payments to other funds ..........cccccooiiiiiiiiiii e 1,182 - (1,062) 120
Net Cash Provided by Operating Activities...................... 58,739 43,750 19,995 122,484
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Miscellaneous nonoperating revenue .............cccccoceeee... 309 3,247 - 3,556
Other nonoperating eXpenses ..........ccccccceeeeeeiiiiiiiieaeeennn. - (23,201) (452) (23,653)
Transfers from other funds ..o - - 487 487
Transfers to other funds .............cocoii i, (13,302) (3,405) (20,634) (37,341)
Net Cash Used by Noncapital Financing
ACHVIEIES  weeeeeiie e (12,993) (23,359) (20,599) (56,951)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Proceeds from sale of bonds and notes .............ccccoune.... 20,361 31,047 3,184 54,592
Acquisition of property, plant, and equipment ................. (31,533) (31,553) (2,928) (66,014)
Retirement of bonds, notes, and revenue bonds ............. (23,638) (17,827) (3,625) (45,090)
Interest paid .....ooooiiiiiiiiiie (1,293) (9,843) (273) (11,409)
Other e - - 1,373 1,373
Net Cash Used for Capital and
Related Financing Activities ........cccccooiiieeiicieeee, (36,103) (28,176) (2,269) (66,548)
CASH FLOWS FROM INVESTING ACTIVITY:
Investment iNCOMe  ......cooiiiiiieiiee e 77 105 - 182
Net Increase (Decrease) in Cash and Cash
EqQUivalents ... 9,720 (7,680) (2,873) (833)
Cash and Cash Equivalents - Beginning .........ccccccceeeeeniis 18,256 23,685 12,854 54,795
Cash and Cash Equivalents - Ending ......c.ccccccceveeercnene. $ 27,976 $ 16,005 $ 9,981 $ 53,962
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CITY OF MILWAUKEE Exhibit B-3 (Continued)
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)
Nonmajor
Water Sewer Proprietary
Works Maintenance Funds Total
Cash and Cash Equivalents at Year-End Consist of:
Unrestricted Cash  ....vveeeeeee e $ 25,767 $ 3,947 $ 9,981 $ 39,695
Restricted Cash ........oovvviiiiiee e 2,209 12,058 - 14,267

$ 27,976 $ 16,005 $ 9,981 $ 53,962

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating INCOME  .......coviiiiiie et $ 27,972 $ 36,937 $ 16,158 $ 81,067
Adjustments to reconcile operating income to net cash
provided by operating activities:

Depreciation .........ccoociiiiiiieiiiiiiee e 18,185 7,997 3,011 29,193
Effect of changes in assets and liabilities:
ReCeIVabIES .......evvvvviiiiieiiiiiiiiiiieaaae (123) 105 (1,274) (1,292)
Due from other funds .......ccccceeiiiiiiiie e (2,933) (2,101) (1,600) (6,634)
INVENTOMES  .ooieeiiee e (190) 53 - (137)
Prepaid items ........cccoiiiiiiii e 1,369 1) - 1,368
Other assets .....oooviiieiie e (18) - - (18)
Accounts payable ... 2,577 (617) 1,254 3,214
Accrued liabilities .........oooviiiiieiiiie e 46 210 202 458
Net other postemployment benefits obligation ... 1,140 425 389 1,954
Net pension liability ........cccocooiiiii e 309 94 5) 398
Due to other funds .........cooeiiiiiiiiieiieee e, 8,794 - 1,113 9,907
Deferred pension outflows ...........ccccceeeeiiiiiinnnen... 1,653 641 746 3,040
Deferred pension inflows ...........ccccooiiiiiiiicnnnne. (42) 7 1 (34)
Net Cash Provided by Operating Activities ................c........ $ 58,739 $ 43,750 $ 19,995 $ 122,484

Non-cash Activities:

During the year, water mains and related property, installed by others were deeded to the Water Works
in the amount of $22,528,174.

During the year, the Sewer Maintenance Fund removed infrastructure assets costing $1,457,000 with a net value of $0.

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




CITY OF MILWAUKEE

STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS
DECEMBER 31, 2017

Exhibit C-1

(Thousands of Dollars)
Employee Private-
Benefit Purpose Agency
Trusts Trusts Funds
ASSETS
Cash and investments.........cccccveeeeeeeeeeccnveenenn... $ 1,642 $ 3,661 $ 143,949
Total ASSets ....ooccveeiiiiiiiiiieee e 1,642 3,661 $ 143,949
LIABILITIES
Liabilities:
Accounts payable ..........ccccoceiiieiiieiieiee, $ 134 $ 45 $ 2,591
Due to other governmental agencies ........... - - 141,358
Total Liabilities  ......c.coevevieiiiiiecieen 134 45 $ 143,949
Net Position Held In Trust For:
Employees' pension benefits
and other purposes ..........ccccceeeeiiieeennen.. $ 1,508 $ 3,616

The notes to the financial statements are an integral part of this statement.
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CITY OF MILWAUKEE Exhibit C-2
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)
Employee Private-
Benefit Purpose
Trusts Trusts
Additions
Contributions:
Plan MEMDEIS ..o e et ee e e e e e ee e neeeeeeeeaan $ 4,331 $ -
Private donations .........coooviuiiiiiiieee e - 1,752
Total ContribUtIONS  ...eveeiiieeeeee e 4,331 1,752
Investment earnings:
Net appreciation in
fair value of investments, dividends and interest .................. - 2
Total AddItIONS  ....evvveeiiieiiieiiiieir s 4,331 1,754
Deductions
BENEFItS e 4,146 -
Fees remitted from Trust ........oovveeeiiiiiieee e - 1,241
(11 = - 759
B o) = 1B L= (Uo7 i [o] o T 4,146 2,000
Change in Net Position .........ccccoiiiiiniieeeeee 185 (246)
Net Position - BEgiNNING  .......coooiiiiiiiiiiiiiieeee e 1,323 3,862
Net Position - ENdiNg  .....oooiiiiiieeiiieeeee e $ 1,508 $ 3,616

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, 2017
(Thousands of Dollars)
Neighborhood Century
Improvement City
Redevelopment Development Redevelopment
Authority Corporation Corporation Total
ASSETS
Current Assets:
Cash and investments............ccooveeeeiiieecceeenn.. $ 7,081 $ 1,656 $ 334 9,071
Restricted cash and investments ................... 112,580 656 - 113,236
Receivables (net):
ACCOUNES oo 254 105 48 407
Notes and 10anNS  ........oooovvvveeeiiiiiiiieeeeeeeeee 58,376 222 - 58,598
Accrued interest ......cooooeiiiiiiiiieenns 1,371 13 - 1,384
Due from primary government 136 - - 136
Due from other governmental agencies ......... 4,641 - - 4,641
Inventory of property for resale ...................... 4,918 573 - 5,491
Prepaid items .....ccccoiiiiiii e 117 - 13 130
Total Noncapital Assets ........cccceeeeeeen. 189,474 3,225 395 193,094
Capital assets:
Capital assets not being depreciated:
Land and land improvements ................... 11,091 - 1,109 12,200
Construction in progress .........ccccceeeeveennn. - - - -
Capital assets being depreciated: -
BuildingS ...eooiieeiiiee e 75,621 - 10,165 85,786
Infrastructure ..........ccoooeiiiiiiiiiiee 333 - - 333
Improvements other than buildings .......... 4,264 - - 4,264
Machinery and equipment 6 - 153 159
Intangible assets......ccccccoecuvveenn. 565 - - 565
Accumulated depreciation (22,686) - (2,193) (24,879)
Total Capital Assets, Net of Depreciation 69,194 - 9,234 78,428
Total Assets ....oooooeveeviiieeieeeee, 258,668 3,225 9,629 271,522
Deferred Outflows of Resources:
Deferred outflows for pensions ....................... 334 = = 334
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CITY OF MILWAUKEE
COMBINING STATEMENT OF NET POSITION
COMPONENT UNITS
DECEMBER 31, 2017
(Thousands of Dollars)

Exhibit D-1 (Continued)

Neighborhood Century
Improvement City
Redevelopment Development Redevelopment
Authority Corporation Corporation Total
LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION
Current Liabilities:
AcCoUNts PAYaDIE .........cceeviiiieeei e $ 2,018 $ 13 $ 44 $ 2,075
ACCTUE EXPENSES ..t ciiie et e etee e iee e e e s e e sneeaeanes 1,621 17 1,638
Due to other governmental agencies ...........ccccccoiveviiieeenneen. 2,675 - 246 2,921
Other liabilities  ......c..eeeeeiiiieie e 2,852 236 - 3,088
Total Current Liabilities .........ccoveeviieiiiiieeeeeee e 9,166 249 307 9,722
Due to primary government:
Due within one year ..........cccoiiiiiiiiiiiiie e 1,055 93 - 1,148
Due in more than one year ..........ccccooiiiiiiiiiiiiiiii e 11,327 - - 11,327
Total Due to Primary Government ............cccccoeiiiieniiinennnen. 12,382 93 - 12,475
Long-term obligations:
Due within one year ..o 3,080 - - 3,080
Due in more than one year ........ccccooiiiiiiiiieiiie e 178,976 - 18,850 197,826
Total Noncurrent Liabilities  ..........ccccovveveiiiiiiiieee e 182,056 - 18,850 200,906
Total Liabilities .......cccceveeiiieceeeee e 203,604 342 19,157 223,103
Deferred Inflows of Resources:
Unavailable revenue.................. . 459 151 - 610
Deferred inflows for pensions 39 - - 39
Total Deferred Inflows of Resources...........ccccceeeeeeicuvneeennn. 498 151 - 649
Total Liabilities and Deferred Inflows of Resources ........ 204,102 493 19,157 223,752
NET POSITION:
Net investment in capital assets...........ccooooeeiiiiiiiiiii i 26,932 - (2,116) 24,816
RESLHCtEd ..o 10,898 677 - 11,575
[0 gT =Sy i Te3 (Yo RSN 17,070 2,055 (7,412) 11,713
Total Net Position ..o $ 54,900 $ 2,732 $ (9,528) $ 48,104

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

61



CITY OF MILWAUKEE Exhibit D-2
COMBINING STATEMENT OF ACTIVITIES
COMPONENT UNITS
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)

Program Revenues

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Redevelopment Authority
Prevention and elimination of blight ......................... $ 11,954 $ 6,602 $ 1814 $ -
Neighborhood Improvement Development Corp.
Housing improvements ...........ccccccoiiiiiiiniiiiiiieeees 612 160 221 17
Century City Redevelopment Corporation
Rental income ... 873 324 - -
Total Component Units ........cccoeeeviieeiiiecciieeiens $ 13,439 $ 7,086 $ 2,035 $ 17

General revenues:
MiISCEIIANEOUS  ...oooeieiieeeee e

Total General REVENUES  .........c..uevviiiiiiiieeeeeeceecceeee e

Change in Net Position .........cccooiiiiiiiiieee e,

Net Position - BEgIiNNING..........ccoiiiiiiiiiiiiiii e

Net Position - ENAiNG  ...ooeviiiiie 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

$ (3,538)

(3,538)

4,288
4,288

750

54,150

$ 54,900

Neighborhood Century
Improvement City
Development Redevelopment
Corporation Corporation Total
$ = $ = $ (3,538)
(214) = (214)
- (549) (549)
(214) (549) (4,301)
190 200 4,678
190 200 4,678
(24) (349) 377
2,756 (9,179) 47,727
$ 2,732 $ (9,528) $ 48,104
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements have been prepared in conformity with U.S. Generally Accepted Accounting
Principles (GAAP) 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 orincomplete. 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 unit's 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, 2" 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 80 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.
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

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 (aka Employ Milwaukee) 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 proprietary funds, each displayed in a separate column. All remaining
governmental and proprietary funds are aggregated and reported as nonmajor funds.

Proprietary fund operating revenues and expenses 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 Service— This fund accounts for the resources accumulated and payments made for principal and
interest on the City’s outstanding long-term general obligation debt. Prior to 2017, this fund was used to account for all non-
capital TID revenues and debt service. As of December 31, 2016, the fund balance included $71.6 million of net cumulative
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CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

TID revenues. To provide more detail and transparency regarding TID activities, on January 1, 2017, $71.6 million of fund
balance was moved to the Economic Development Fund.

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.

Economic Development Fund - Prior to 2017, this fund was used mostly to account for revenues and expenditures related
to owner-financed development projects in commercial (Business Improvement Districts) and residential (Neighborhood
Improvement Districts) areas. Beginning on January 1, 2017, in an effort to provide more detail and transparency related to
TID activities, all non-capital TID transactions, including debt service payments, are recorded in this fund. Also, on January
1, 2017 the $71.6 million balance of net cumulative TID-related revenues within the General Obligation Debt Service Fund
were transferred to this fund.

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 proprietary 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:
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 2017 that will be collected in 2018 are recorded as receivable and deferred
inflows of resources. Deferred inflows of resources arise 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
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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.

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 any time 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.
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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.

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 receivable are presented net of allowances. The amount of the General Fund allowance as of December 31, 2017
was approximately $608,000.

Delinquent accounts for business type activities are presented in accounts receivable net of allowances. The amounts of the
Water, Sewer, and Non-major Proprietary fund allowances as of December 31, 2017 were approximately $721,000, $495,000,
and $801,000 respectively.

H. Unbilled Services

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

I 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 collectability 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 $25,636,000 as of December 31, 2017.

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.
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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.

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........ccccoocoeeeveneiiiiee $ 5,000 5-100 years
Land.......cooooiiees 5,000 N/A
Land Improvements..........c..ccceeieeennee 5,000 N/A
Intangible right of ways...... 5,000 N/A
Site Improvements 5,000 3-50
Buildings........oooieiiiiiieiee e 5,000 10-60
Building Improvements......... 5,000 10-45
Machinery and equipment 5,000 3-40
Works of Art, Historical Treasures...... 5,000 N/A
Intangible software................cc..cc....... 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:

Nonspendable — 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 records 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 is

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 entity-wide proprietary funds,
transfers are reported after nonoperating revenues and expenses.

u. 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. Deferred Outflows/Inflows of Transactions

In addition to assets, the Statement of Net Position reports a separate section for Deferred Outflows of Resources. This section
represents a consumption of net position that applies to a future period and will not be recognized as an outflow of resources
(expense/expenditure) until that time. The City has two items that qualify for inclusion within this category, both of which are
reported in the government-wide statement of net position (Exhibit 1).
e Loss on refunding is a deferred expense resulting from the difference between the carrying value of refunded debt and
the refunding debt. The loss is deferred and amortized over the shorter of the life of the refunded or refunding debt.
e Pension related is a deferred expense related mostly to the net differences between projected and actual earnings on
pension plan investments. This deferred outflow will be recognized in future pension expense over 4.16 years.

In addition to liabilities, the Statement of Net Position reports a separate section for Deferred Inflows of Resources. This section
represents an acquisition of net position that applies to future periods and will not be recognized as an inflow of resources
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(revenue) until that time. The City has four items that qualify for inclusion within this category, all reported in the government-
wide statement of net position (Exhibit 1).
e Gain on refunding is a deferred revenue resulting from the difference between the carrying value of refunded debt and
the refunding debt. The gain is deferred and amortized over the shorter of the life of the refunded or refunding debt.
e Deferred inflows for grants is the amount of grant funds received prior to meeting the eligibility requirements. This
deferred inflow will be recognized as revenue when the funds are spent.
e Subsequent years property taxes is the amount of the current year property tax levy. This deferred inflow is recognized
as revenue in the subsequent year.
e Pension related is the reduction in pension expense due to differences between plan expected and actual experience,
differences between projected and actual earnings on plan investments and changes to the plan itself. This deferred
inflow will be recognized as a reduction to pension expense over 4.16 years.

W. Pension Obligations

Plan Description - The City participates in the Employes’ Retirement System of the City of Milwaukee (the “System”), a cost-
sharing multiple-employer defined benefit pension plan. The System provides retirement, disability, and death benefits to plan
members and beneficiaries.

Funding Policy — Plan members are required to contribute, or have contributed on their behalf, a percentage of their annual
earnable compensation. The City is required to contribute an actuarial contribution based on separate calculated rates for police
officers, firefighters, and general City employees.

Measurement Focus and Basis of Accounting — The System is accounted for using the flow of economic resources measurement
focus and the accrual basis of accounting. Contributions are recognized in the accounting period in which the underlying
earnings, on which the contributions are based, are paid. Benefits and refunds are recognized when due and payable in
accordance with the terms of the System. Investment transactions and the related gains and losses are recorded on a trade
date basis. Dividend and interest income are accrued as earned. Investments are reported at fair value. See Note 8 for a
detailed explanation of pension benefits and the System.

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of the Employees’ Retirement System (ERS) and
additions to/deductions from ERS’ fiduciary net position have been determined on the same basis as they are reported by ERS.
For this purpose, benefit payments (including refunds of employee contributions) are recognized when due and payable in
accordance with benefit terms. Investments are reported at fair value.

X. New Accounting Pronouncements

In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment Benefit Plans Other
than Pensions. This Statement replaces the requirements of Statements No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other than Pensions and No. 57, OPEB Measurements by Agent Employers and Agent
Multiple-Employer Plans. This Statement establishes standards for recognizing and measuring liabilities, deferred outflows of
resources, deferred inflows of resources, and expense/expenditures. The application of this Statement will be implemented
starting with the year ended December 31, 2018 financial statements.

In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations. This Statement establishes
criteria for determining the timing and recognition of a liability and a corresponding deferred outflow for asset retirement
obligations (AROs). This Statement will be effective for the year end December 31, 2018 financial statements.

In January 2017, the GASB issued Statement No. 84, Fiduciary Activities. This Statement establishes criteria for identifying
fiduciary activities and the reporting of such activities. This Statement will be effective for the year end December 31, 2018
financial statements.

In June 2017, the GASB issued Statement No. 87, Leases. This Statement requires the recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases. This Statement will be effective for the year end
December 31, 2020 financial statements.
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In April 2018, the GASB issued Statement No. 88, Certain Disclosures Related to Debt, Including Direct Borrowings and Direct
Placements. This Statement requires additional essential information related to debt be disclosed in notes to financial
statements. This Statement will be effective for the year end 2019 financial statements.

2. DEPOSITS AND INVESTMENTS

A. Primary Government

The description of the City’s deposit and investment policies are discussed in Note 1 D and E.

As of December 31, 2017, 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 .............ccccocce.. $ 259,116 $ 213,733 $ 41,682 $ 2,426 $ 1,275 see below
Other DEPOSItS  .....cocviiiiiiieiiie e 93 93 - - - not rated
Segregated Deposits and Investments

Interest Checking .......ccoeeeiiiiiiiiiieeceeeee e 5,339 5,339 - - - not rated

Wisconsin Local Government

Investment POol ..........ccoeeiiiiiiiiie 86,133 86,133 - - - not rated

Municipal Bonds ........occciiiiiiii e 13,568 4,951 2,729 5,888 - see below

Treasuries (Fiscal Agent) . 24,564 24,564 - - - not rated

GNMA BONAS oo 3,385 - - 3,385 - Aaa

$ 392,198 $ 334,813 $ 44,411 $ 11,699 $ 1,275

Fiduciary activities:
Investment type
Pooled Deposits and Investments $ 148,620 $ 148,620 $ - $ - $ - see below
Other Deposits  ........ccccevvveiiieeens 176 176 - - - not rated
Segregated Deposits and Investments

Wisconsin Local Government

Investment Pool .........coooiiiiiiii 456 456 - - - not rated
$ 149,252 $ 149,252 $ - $ - $ -

Security Ratings

The Governmental and Business-type municipal bond holdings of $13,568,000 were rated by Moody’s as follows: Aa1 (3.7%),
Aa2 (58.9%), Aa3 (12.2%), Aaa (18.2%) and A1 (7.0%).

75



CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

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 Proprietary 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, 2017, 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 DEepoSits ........ccccocceveueeeeereeeeenenens $ 47,766 $ 47,766 $ - $ - $ - not rated
Other DEPOSILS  ....eevviiiiiiiiiie e 13,559 13,559 - - - not rated
Deposits and Investments
Interest Checking .........ccccoviiiiiiiiiiiiic e 144,198 144,198 - - - not rated
Wisconsin Local Government
Investment Pool ..., 95,157 95,157 - - - not rated
BMO Investment Portfolio
Money Market..........ccocvoviiiiiiiiiiiee e 26,249 26,249 - - - see below
Corporate Bond..........cccooiiiiiiiiiiieeee e 36,204 18,845 14,933 2,426 - see below
FHLB BONd......coiiiiiiiiiicteiceeee e 994 - 994 - - see below
FHLMC BONd.......cooieiiieeeeeeeeeeee e 1,540 659 881 - - see below
FNMA BONd.......oovviiiiiiiiiriieiiiiiiiresesee e 2,433 - 1,985 - 448 see below
GNMA BONd.....ooiiiiieiiiie e 827 - - - 827 see below
Treasury NOte........ccvviiiiiiiiiie e 36,509 13,620 22,889 - - see below
Certificates of DepoSitS .......cccceevieeeriieeenieeeneeen. 2,300 2,300 - - - not rated
$ 407,736 $ 362,353 $ 41,682 $ 2,426 $ 1,275

Investment Portfolio Ratings

Corporate bond holdings of $36,204,000 were rated by Moody's as follows: A1 (26.6%), Aa1 (9.0%), Aa2 (25.2%), Aa3
(23.3%), Aaa (14.5%), and A2 (1.4%).

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
federal and state insured limit of $900,000. As of December 31, 2017, $5,000 of the City’s bank balances was 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 $68,000,000 with
maturities greater than one year.
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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.

Fair Value Measurements

The City uses fair value measurements to record fair value adjustments to certain assets and liabilities and to determine fair
value disclosures.

The City follows an accounting standard that defines fair value, establishes a framework for measuring fair value, establishes a
fair value hierarchy based on the quality of inputs used to measure fair value, and requires expanded disclosures about fair
value measurements. In accordance with this standard, the City has categorized its investments, based on the priority of the
inputs to the valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives the highest priority to
quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level
3). If the inputs used to measure the financial instruments fall within different levels of the hierarchy, the categorization is based
on the lowest level input that is significant to the fair value measurement of the instrument.

Financial assets and liabilities recorded on the combined statements of financial position are categorized based on the inputs to
the valuation techniques as follows:

Level 1 — Financial assets and liabilities are valued using inputs that are unadjusted quoted prices in active markets
accessible at the measurement date of identical financial assets and liabilities.

Level 2 — Financial assets and liabilities are valued based on quoted prices for similar assets, or inputs that are
observable, either directly or indirectly for substantially the full term through corroboration with observable market data.

Level 3 — Financial assets and liabilities are valued using pricing inputs which are unobservable for the asset, inputs
that reflect the reporting entity’s own assumptions about the assumptions market participants and would use in pricing
the asset.

':I;?ez%izy?has the following recurring fair value measurements valued using a matrix pricing model (Level 2 inputs) as of December
1. Municipal bonds of $13.6 million.
2. U.S. Treasury securities of $24.5 million.
3. GNMA of $3.3 million
4. Pooled deposits and investments of:
a. Corporate Bonds of $36 million.
b. FLHB of $994 thousand.
c. FHLMC of $1.5 million.
d. FNMA bonds of $2.4 million.
e. GNMA bonds of $827 thousand.
f.  U.S. Treasury of $36.5 million.
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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.

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, 2017:

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....................... $ 10579 $ 10579 $ - % - % - not rated
Local Government Investment Pool 223 223 - - - not rated
U.S. Treasury Money Market Fund...................... 962 962 - - - Aaa
U.S. Treasury NOteS........cooeiiiiiiiiiiiieeeeeeeiieeees 1,311 - 1,311 - - Aaa
U.S. AQENCIES....ci i 1,387 319 1,068 - - Aaa
U.S. Government Mortgage...........ccooevveeeiiiiinnnns 90 - 90 - - Aaa
Municipal Bonds .........cooiiiiiii e 1,652 734 918 - - Aa3
Corporate Bonds ..........cooeiiiiiiiiiiiiiiiiie e 677 496 181 - - Aaa
Certificates of Deposit........cc.uuiiieiiiiiiiiiiiiieeeeeeee 10,948 10,948 - - - AA
Money Market..........cccooviiiiiiiiiiiiiiieee e 94,369 94,369 - - - NA
Other....oooi 109 109 - - - not rated

$ 122,307 $ 118,739 § 3,568 $ - $ -

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, 2017 Component Unit bank balances exposed to Custodial Credit Risk are as follows:

Uninsured and
Bank Balance Uncollateralized
(Thousands of Dollars)

Redevelopment AUthOrity..........ccccceeeiieeiiicceecee e $ 20,612 $ 18,520
Neighborhood Improvement Development Corporation.......... 2,104 1,268
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Fair Value Measurements

The City uses fair value measurements to record fair value adjustments to certain assets and liabilities and to determine fair
value disclosures.

The City follows the accounting standard that defines fair value, establishes a framework for measuring fair value, establishes a
fair value hierarchy based on the quality of inputs used to measure fair value, and requires expanded disclosures about fair
value measurements. In accordance with this standard, the City has categorized its investments, based on the priority of the
inputs to the valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives the highest priority to
quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level
3). If the inputs used to measure the financial instruments fall within different levels of the hierarchy, the categorization is based
on the lowest level input that is significant to the fair value measurement of the instrument.

Financial assets and liabilities recorded on the combined statements of financial position are categorized based on the inputs to
the valuation techniques as follows:

Level 1 — Financial assets and liabilities are valued using inputs that are unadjusted quoted prices in active markets
accessible at the measurement date of identical financial assets and liabilities.

Level 2 — Financial assets and liabilities are valued based on quoted prices for similar assets, or inputs that are
observable, either directly or indirectly for substantially the full term through corroboration with observable market data.

Level 3 — Financial assets and liabilities are valued using pricing inputs which are unobservable for the asset, inputs
that reflect the reporting entity’s own assumptions about the assumptions market participants and would use in pricing
the asset.

The Component Units of City has the following recurring fair value measurements valued using a matrix pricing model (Level 2
inputs) as of December 31, 2017:

U.S. Treasury notes of $1.3 million.
U.S. Agency bonds of $1.4 million.
U.S. Government mortgage of $90 thousand.

Municipal bonds of $1.7 million.

o k0 Dd =

Corporate bonds of $677 thousand.
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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, 2016, 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)

$ 2,053 $ 3,464 $ 5,517

1,154 1,845 2,999

1,944 3,045 4,989

3,835 5,744 9,579

8,588 13,626 22,214

Total delinquent property taxes receivable ...........cccccooceeeiieieeececeeceee e $ 17,574 $ 27,724 $ 45,298
Property taxes receivable on foreclosed property ..o 47,926
Less: Allow ance for uncollectible taxes ..........ccoiiiieiiiien e (40,357)

Net delinquent property taxes receivable, including tax deeded property...........c..c..... $ 52,867
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4. CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2017 was as follows:

Balance Balance
01/01/17 Additions Deletions 12/31/17
Governmental activities (Thousands of Dollars)
Capital assets not being depreciated:
Land oo $ 165,735 $ - $ - $ 165,735
Construction in progress .......cccccceeeveeseieeeieeeneeeee 108,978 26,916 18,453 117,441
Intangible right of ways ........ccoooiiiiiii 1,342 - - 1,342
Total capital assets not being depreciated ........... 276,055 26,916 18,453 284,518
Capital assets being depreciated:
BUIldiNgS oo 321,291 6,486 2,887 324,890
INfrastructure...........cooeiiiei s 1,735,435 74,101 9,830 1,799,706
Improvements other than buildings ............ccccoe. 12,175 - - 12,175
Machinery and equipment ...........ccoccoiiiiiniee, 207,580 11,152 5,559 213,173
Intangible softw are..........cccoooeiiiiii s 3,834 7,493 - 11,327
Total capital assets being depreciated ................. 2,280,315 99,232 18,276 2,361,271
Less accumulated depreciation for:
BUildingS  ..ooeeieeie e 120,668 8,737 1,498 127,907
Infrastructure ... 1,074,999 33,201 9,738 1,098,462
Improvements other than buildings .................... 9,738 264 - 10,002
Machinery and equipment ............ccocoiiiiiiiees 140,031 12,120 5,192 146,959
Intangible software ... 2,368 951 - 3,319
Total accumulated depreciation ..................... 1,347,804 55,273 16,428 1,386,649
Total capital assets being depreciated, net ... 932,511 43,959 1,848 974,622
Government activity capital assets, net .......... $ 1,208,566 $ 70,875 $ 20,301 $1,259,140

Depreciation expense for governmental activities
w as charged to functions as follow s:

General government ... $ 1,028
Public safety ................ 7,747
PUbIiC WOrKS  ..oveeeceeeeceeeeeee e 45,345
Health .. 189
Culture and recreation ...........ccccoeeeeeiieeiecenennn. 964

TOMAl et $ 55,273
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Balance Balance
01/01/17 Additions Deletions 12/31/17
Business-type activities (Thousands of Dollars)
Water Works
Capital assets not being depreciated:
Land oo $ 1,791 $ - $ - $ 1,791
Construction in progress ........ccccceevevenieeniieenieeeee 37,506 55,508 55,396 37,618
Total capital assets not being depreciated ........... 39,297 55,508 55,396 39,409
Capital assets being depreciated:
BUildings  ..eoieiieee e 28,993 1,287 - 30,280
Infrastructure .......oocoooiiiii 381,682 43,068 750 424,000
Machinery and equipment ............ccccocoiiiiiiiiienens 259,605 11,041 2,494 268,152
Nonutility property .......coocceeeieeiiiieeseeee e 3,917 - - 3,917
Total capital assets being depreciated ................. 674,197 55,396 3,244 726,349
Less accumulated depreciation for:
Buildings  ....cooiiiee e 19,043 941 - 19,984
Infrastructure ..o 109,190 5,080 630 113,640
Machinery and equipment ..........cccoooiiiiiiniieenn. 129,626 12,024 2,367 139,283
Nonutility property ..., 920 140 - 1,060
Total accumulated depreciation ...................... 258,779 18,185 2,997 273,967
Total capital assets being depreciated, net .... 415,418 37,211 247 452,382
Water Works capital assets, net ................... 454,715 92,719 55,643 491,791
Sewer Maintenance
Capital assets not being depreciated:
Construction in Progress .........cccvveeeriiencieeniieeniineens 76 80 31 125
Total capital assets not being depreciated ........... 76 80 31 125
Capital assets being depreciated:
Infrastructure ..........oooeiieiii e 680,158 31,473 1,457 710,174
Machinery and equipment ... 6,023 31 - 6,054
Total capital assets being depreciated ................. 686,181 31,504 1,457 716,228
Less accumulated depreciation for:
Infrastructure ..o 151,435 7,709 1,457 157,687
Machinery and equipment .........ccccccooiiniiienieene 3,458 288 - 3,746
Total accumulated depreciation ...................... 154,893 7,997 1,457 161,433
Total capital assets being depreciated, net .... 531,288 23,507 - 554,795
Sewer Maintenance capital assets, net ......... 531,364 23,587 31 554,920
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Balance Balance
01/01/17 Additions Deletions 12/3117
(Thousands of Dollars)
Other business-type activities
Capital assets not being depreciated:
Land oo 16,982 180 1,632 15,530
Construction in progress 8,583 1,132 3,455 6,260
Total capital assets not being depreciated ........... 25,565 1,312 5,087 21,790
Capital assets being depreciated:
BUIldINGS ..o 68,644 - 3,024 65,620
Infrastructure—port.........ccccoeeeeiieiee e 18,032 1,901 - 19,933
Improvements other than buildings ................c........ 8,184 2,859 73 10,970
Machinery and equipment ..........ccccoiiiiiinien. 15,658 491 234 15,915
Total capital assets being depreciated ................. 110,518 5,251 3,331 112,438
Less accumulated depreciation for:
BUIdINGS  .eveeeeiee e 51,842 1,508 1,949 51,401
Infrastructure—port.............ccoceeeiiiieiiiieciieeee 11,181 302 - 11,483
Improvements other than buildings ................... 7,382 276 73 7,585
Machinery and equipment ..........ccoooiiiiniiinnn. 9,135 925 227 9,833
Total accumulated depreciation ...................... 79,540 3,011 2,249 80,302
Total capital assets being depreciated, net .... 30,978 2,240 1,082 32,136
Other business-type activities, net ................ 56,543 3,552 6,169 53,926
Business-type activity capital assets, net ...... $ 1,042,622 $ 119,858 $ 61,843 $ 1,100,637
Depreciation expense for business-type activities
w as charged to functions as follow s:
Water Utility
Depreciation .........ccccoveiiiiiieiieceeee e, $ 18,045
Depreciation charged to Sanitary Sewer ........ 140
18,185
Sew er Maintenance .........ccccevvviieniencneeieene 7,997
Other business-type activities .............cceceeene 3,011
TOtal e $ 29,193
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Balance Balance
01/01/17 Additions Deletions 12131117
(Thousands of Dollars)
Component Units
Capital assets not being depreciated:
LaNd oo $ 12,200 $ - $ 12,200
Construction in Progress .......ccccceeieiciienenenn - - -
Total capital assets not being depreciated ......... 12,200 - 12,200
Capital assets being depreciated:
BUIIINGS oo 85,786 - 85,786
Infrastructure .......ccocoeiiiiiiee 333 - 333
Improvements other than buildings ..........cccccoeee. 4,264 - 4,264
Machinery and equipment ..........cccceoiniiiiiiinenn. 159 - 159
INtaNGIDIES ... 565 - 565
Total capital assets being depreciated ............... 91,107 - 91,107
Less accumulated depreciation for:
BUIIdINGS .o 20,281 2,235 22,516
Infrastructure .......ccccoveeiere 121 14 135
Improvements other than buildings .................. 1,443 318 1,761
Machinery and equipment ..........cccccoviiininnnne 85 16 101
INtangibIes........cocveiie 311 55 366
Total accumulated depreciation .................... 22,241 2,638 24,879
Total capital assets being depreciated, net .. 68,866 (2,638) 66,228
Component units capital assets, net ............. $ 81,066 $ (2,638) $ 78,428
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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, 2017 is as follows:

General
Obligation Nonmajor
Debt Economic Capital Governmental
General Service Development Projects Funds Total
(Thousands of Dollars)
Subsequent years property taxes .......... $ 206,380 $ 66,215 $ 41,978 $ 889 $ - $ 315,462
Delinquent property taxes ...........cccceee. 7,745 - - - 6,984 14,729
Unavailable grant revenue .................... - - - 7,711 1,965 9,676
Long-term receivables ................... 86 62,389 12,184 - - 74,659
Unbilled special assessments - - - 6,118 - 6,118
Total e $ 214,211 $ 128,604 $ 54,162 $ 14,718 $ 8,949 $ 420,644

6. SHORT-TERM DEBT

During 2017, the City issued and repaid $120,000,000 of Revenue Anticipation Notes, Series 2017 R3 (R3 Notes). The RANs
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 2017.

As of December 31, 2016, the City had outstanding $180,000,000 of short-term Revenue Anticipation Notes (RANs) on behalf
of Milwaukee Public Schools. In 2017, the City repaid the outstanding balance and issued $180,000,000 short-term RANs for
the same purpose. The new notes of $180,000,000 bear an interest rate of 5.00% and mature on September 27, 2018. The
liability and related receivable to repay the revenue anticipation notes are recorded in the General Obligation Debt Service Fund.

Following is a summary of the Revenue Anticipation Notes issued (in thousands):

Balance Balance
01/01/17 Additions Deletions 12/31/17
$180,000 $300,000 $300,000 $180,000
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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, 2017 were as follows:

Amounts
Balance Balance Due within
01/01/17 Additions  Deductions 12/3117 One Year
(Thousands of Dollars)
Governmental activities
General obligation bonds and notes
Gy ettt $ 872,399 $ 203,240 $ 203,354 $ 872,285 $ 157,530
Milw aukee Public Schools 76,602 50,000 56,557 70,045 5,746
Unamortized premiums  ........ooceiiiiriiieeiiie e 56,379 23,601 15,840 64,140 -
Compensated abSENCES  .......cceeiiiiiiiieiiie e 47,945 4,903 4,453 48,395 1,333
Net other postemployment benefits obligation ............c............ 411,273 79,998 31,902 459,369 -
Net pension liability — .........ccoeriiii e 336,333 283,169 279,951 339,551 -
Claims and judgments  ........cccoooieiiieiiieee e 32,696 4,600 5,074 32,222 1,397
Total governmental activities  ...........cccocoveeiieniiiceceee, $ 1,833,627 $ 649,511 $ 597,131 $ 1,886,007 $ 166,006
Business-type activities
Water Works
General obligation bonds and notes $ 28,343 $ - $ 20,857 $ 7,486 $ 857
Unamortized premiums  .................... 375 - 34 341 -
Revenue bonds ... 25,486 20,361 2,781 43,066 3,126
Compensated abSENCES  ........cccoeieieiiiiiiiii e 1,154 1,406 1,381 1,179 1,179
Net other postemployment benefits obligation ...................... 6,902 2,435 1,295 8,042 -
Net pension liability ...........cccooviiiiiiiiiee e 7,652 6,873 6,564 7,961 -
Total Water Works 69,912 31,075 32,912 68,075 5,162
Sewer Maintenance
General obligation bonds and notes  ........cc.ccceviiiiiiiiienne. 8,678 11,500 3,466 16,712 404
State LOANS ..o 101,612 19,547 6,851 114,308 7,038
Revenue bonds ... 164,600 - 7,510 157,090 7,855
Unamortized premiums  .......oooiiiiiiireeiieee e 14,325 - 1,529 12,796 -
Compensated absences ...........ccccceeeienieennen. 135 563 373 325 325
Net other postemployment benefits obligation 2,651 908 483 3,076 -
Net pension liability .........cccoieiiiiiin e 2,739 2,429 2,335 2,833 -
Total Sew er Maintenance ..........cccocovevenenineccicicncnnns 294,740 34,947 22,547 307,140 15,622
Other Proprietary Funds
General obligation bonds and notes ........ccccceeveiiieiiiencen. 15,118 3,184 3,625 14,677 1,619
Compensated absSences .........cccoccveiiiiiniiie e 264 442 417 289 289
Net other postemployment benefits obligation ..................... 2,433 831 442 2,822 -
Net pension liability — ..........ccooeiiiiiieeie e 2,690 2,211 2,216 2,685 -
Total Other Proprietary ........cccccooiiiiiiiiiiiiieee e 20,505 6,668 6,700 20,473 1,908
Total business-type activities ..........ccccoeeiiiniiiiiicee, 385,157 72,690 62,159 395,688 22,692
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Amounts

Balance Balance Due within
01/01/17 Additions Deductions 12/31117 One Year

(Thousands of Dollars)
Component Units

RevVEeNUE BONAS  .........uuuiiiiiiiiiiiiiiiieii et $ 116,870 $ 108,348 $ 52,855 $ 172,363 $ 2,310
Unamortized premiums ... 2,293 4,908 214 6,987 770
Notes payable ... 18,850 - - 18,850 -
Environmental remediation liability .................oeuviiiiiiiiiiiiiiiiiinnn. 1,668 - 29 1,639 -
Net other postemployment benefits..............ueviiiiiiiiiiiiiiiiiiiiinnnn, 615 54 - 669 -
Net pension liability (2SSet)...........uuuueiimiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeees 521 - 123 398 -
Total component UNItS ........ceecueeieiiieeiiiee e eeiee e $ 140,817 $ 113,310 $ 53,221 $ 200,906 $ 3,080

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 Proprietary Funds)
will be retired by revenues from those operations or, if the revenues are not sufficient, by future tax levies.

As of December 31, 2017, the City general obligation bonds totaled $369,455,000 of which $303,100,965 is for Capital
Improvements, $51,873,748 for schools and $14,480,287 for business-type activities. The interest rates are between 1.18%
and 5.50% with a final maturity date of June 30, 2034.

During the year ended December 31, 2017, general obligation bonds totaling $15,018,535 were issued of which $14,922,035
was issued to finance capital improvements, and $96,500 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, 2017, there
was $9,267,506 of debt outstanding. There is also $70,044,992 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, 2017, the historical
costs of the land and buildings as reported by Milwaukee Public Schools were approximately $1,134,000,000. These assets
are excluded from the financial statements of the City.

As of December 31, 2017, $203,132,293 is outstanding for Tax Incremental District purposes. Total remaining debt service
requirements associated with the debt is $249,680,836. 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.
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C. Revenue Bonds and State Loans

The City issues revenue bonds and State loans to provide funds for water and sewer improvements. The revenue bonds do not
have a General Obligation pledge of the City. The revenue bonds and State loans will be repaid from revenues of the Sewer
Maintenance and Water Works Proprietary Funds.

As of December 31, 2017, the City has State loans totaling $147,373,827 of which $114,307,559 is for Sewer and $33,066,267
is for Water. The interest rates are between 1.54% and 2.89% and the final maturity date is May 1, 2037.

As of December 31, 2017, the City has Revenue Bonds totaling $167,090,000 of which $157,090,000 is for Sewer and
$10,000,000 is for Water. The interest rates are between 2.00% and 5.00% and the final maturity date is December 1, 2033.

During 2017, the City received loans from the State’s Clean Water Fund and Safe Drinking Water Loan Programs totaling
$39,908,507 of which $19,547,585 is for Sewer and $20,360,922 is for Water.

D. Notes Payable

The City issues General Obligation notes to provide funds for various public improvement projects, general City financing, and
purchases of delinquent taxes.

As of December 31, 2017, the City had notes totaling $611,750,000 of which $442,073,366 is for Capital Improvements,
$18,171,244 for schools, $24,394,462 for business-type activities, $54,717,534 for the purchase of delinquent taxes and
$72,393,394 for general City. The interest rates are between 2.00% and 5.00% with a final maturity date of June 30, 2027.

During the year ended December 31, 2017, General Obligation notes totaled $66,779,437 of which $43,292,337 was issued to
finance capital improvements, $2,175,110 for general City, $203,680 for business-type activities and $21,108,310 to purchase
2016’s delinquent taxes.

E. Loans

On November 18, 2016, the City entered into a tax-exempt revolving loan agreement with U.S. Bank National Association (Loan)
in the amount of $80,000,000. The Loan is secured by a General Obligation pledge of the City, and may be drawn upon at any
time for any public purpose. Interest on the Loan is based on the One-Month LIBOR rate, or any successor thereto. The Loan
had an initial maturity date of November 16, 2017. On November 16, 2017, the Loan was extended to a maturity date of
November 15, 2019, and may be extended by mutual consent. If not extended, on the maturity date, the Loan enters an
Amortization Period with the principal due on the first business day of the 18th month following the maturity date.

On December 7, 2016, the City entered into a $50,000,000 taxable and a $100,000,000 tax-exempt line of credit agreements
with JPMorgan Chase Bank, National Association (Lines). The Lines are secured by a General Obligation pledge of the City,
and may be drawn upon at any time for any public purpose. Interest on the Lines is based on the One-Month LIBOR rate. The
Lines have an initial Commitment Expiration Date of December 7, 2018, and may be extended by mutual consent. If not
extended, the principal is due 18 months from the Commitment Expiration Date.

During 2017, $131 million was drawn on the Loans for the following purposes.

Loan Draws
(Thousands of Dollars)
Purpose Amount

Refund debt...........cocveneee. $ 23,000
Capital expenditues............... 42,213
Schools cash flow ................ 50,000
Legal settlements................. 4,287
SEWEN......ccveeeeeeieeee e, 11,500

$ 131,000
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Following is a summary of Loan activity, which is included in the Notes payable and long-term obligation table in footnote 7(a)
above:

Loans
(Thousands of Dollars)
Balance Balance
01/01/17 Additions Deletions 12/31/17
$ 75,550 131,000 148,550 $ 58,000

F. Extendable Municipal Commercial Paper

The EMCP program expired on May 22, 2017. There were no new EMCP issues during 2017 and all outstanding issues had
been repaid as of December 31, 2016.
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G. Debt Service Requirements

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

Year

Governmental activities

2028-2032 ...
2033-2037 .o

Business-type activities
Water Works

2023-2027 ..o
2028-2032 ...
2033-2037 .o

Business-type activities
Sewer Maintenance

Total
General Obligation Debt Revenue Bonds Payable Debt
Principal Interest Principal Interest Service
(Thousands of Dollars)
$ 163,276 $ 37,669 $ - $ - $ 200,945
93,906 35,697 - - 129,603
87,046 31,665 - - 118,711
120,840 26,850 - - 147,690
65,350 18,106 - - 83,456
311,688 50,862 - - 362,550
95,755 6,673 - - 102,428
4,469 89 - - 4,558
$ 942,330 $ 207,611 $ - $ - $ 1,149,941
$ 857 $ 353 $ 3,126 $ 938 $ 5,274
859 309 2,002 874 4,044
835 267 2,034 830 3,966
835 226 2,067 791 3,919
835 184 2,100 750 3,869
3,265 322 11,037 2,980 17,604
- - 12,069 1,689 13,758
- - 8,631 390 9,021
$ 7,486 $ 1,661 $ 43,066 $ 9,242 $ 61,455
$ 404 $ 1,137 $ 14,893 $ 9,123 $ 25,5557
404 1,955 15,451 8,557 26,367
11,904 1,820 16,028 7,961 37,713
800 180 16,629 7,339 24,948
800 140 16,850 6,701 24,491
2,400 180 83,207 24,300 110,087
- - 72,412 10,571 82,983
- - 35,928 1,825 37,753
$ 16,712 $ 5412 $ 271,398 $ 76,377 $ 369,899
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Total
General Obligation Debt Revenue Bonds Payable Debt
Year Principal Interest Principal Interest Service
(Thousands of Dollars)

Other Proprietary
2018 $ 1,619 $ 631 $ - $ - $ 2,250
20719 1,546 633 - - 2,179
2020, 2,475 555 - - 3,030
2027 e 1,389 350 - - 1,739
2022 e 1,345 287 1,632
2023-2027 ..o 4,902 685 - - 5,587
2028-2032 ..o 1,401 79 - - 1,480

TOtAl v $§ 14677 $ 3,220 $ - $ - $ 17,897
Total Component Units
2018 $ - $ - $ 2310 $ 7,300 $ 9,610
20719 e - - 4,243 6,187 10,430
2020, e - - 4,416 6,065 10,481
2027 e - - 4,599 5,926 10,525
2022 e - - 4,798 5,780 10,578
2023-2027 ..o - - 44,619 25,930 70,549
2028-2032 ..ot - - 54,507 19,884 74,391
2033-2037 ... - - 30,086 12,631 42,717
2038-2042 ..ot - - 41,635 6,959 48,594

Total oo $ - $ - $ 191,213 $ 96,662 $ 287,875

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, 2017, the City’s legal debt margin was $987,296,000. Of this amount, $540,841,000 was for school purposes
and $446,445,000 was for City purposes.

. Refinancing

During 2017, the City refinanced $98,560,000 of General Obligation Debt with Promissory Notes, Series 2017 N4 in the amount
of $48,059,283, T6 in the amount of $2,946,280, Corporate Purpose Bonds, Series 2017 B5 in the amount of $3,994,640, 2017
T7 in the amount of $126,825, State loans for Water in the amount of $20,000,000, State Loans for Sewer in the amount of
$432,972 and a draw on the Line of Credit in the amount of $23,000,000. These issues provided long-term financing for interim
debt of $75,550,000 and reduced the interest cost of long-term debt of $23,030,000 realizing a net present value savings of
$2,212,775.

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, 2017 is approximately $3,400,000 for the City and $532,000,000 for
RACM.
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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. Total contributions to the System for the plan year 2017
was $62,184,000, equal to the required contributions on behalf of the plan members for the year. Total contributions for the
years ended December 31, 2016 and 2015 were $67,149,000 and $72,695,000 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.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources Related
to Pensions

Long-term Expected Return on Plan Assets —The long-term expected rate of return on pension plan investments was
determined using Callan Associates’ 10-year geometric capital market projections. Projected long term rates of return for each
major asset class in the Retirement System’s target asset allocation as of December 31, 2016, are summarized in the following
table:

Long-term
Expected Rate of
Asset Class Policy Actual Return
Public Equity.........cccoceuiiiennns 55.0% 55.7% 8.32%
Fixed Income ...................... 21.0% 20.5% 1.87%
Cash...oiiiii 1.0% 0.6% 0.92%
Real Estate.........c...ccc.... 7.0% 8.0% 6.82%
Real Assets................. 3.0% 2.2% 5.63%

Private Equity.............. 5.0% 5.0% 12.52%
Absolute Return.................... 8.0% 8.1% 4.67%
100.0% 100.0%

Rate of Return — For the year ended December 31, 2016, the annual money-weighted rate of return, net of investment expense
was 8.77%. The money-weighted rate of return expresses investment performance, net of investment expense, adjusted for
the changing amounts actually invested.
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Actuarial Assumptions — The last actuarial valuation was performed as of January 1, 2016, and the amounts were used to roll-
forward the total pension liability to the plan’s year-end December 31, 2016, and was determined using the following actuarial

assumptions, applied to all prior periods included in the measurement:

Actuarial Valuation Date

January 1, 2016

Measurement Date of Net
Pension Liability

December 31,2016

Amortization Method

For pension expense; the difference between expected and actual liability experience and changes of
assumptions are amortized over the average of the expected remaining service lives of all members. The
differences between projected and actual earnings are amortized over a closed period of five years.

Actuarial Cost Method:

Entry Age Normal - Level Percentage Pay

Asset Valuation Method:

Market Value

Actuarial Assumptions:

Investment Rate of Return:

8.25% for calendar years through 2017, and 8.50% beginning with calendar year 2018.

Discount Rate:

8.50%

Projected Salary Increases

General City 3.0% - 7.5%

Police & Fire 3.0% - 14.4%

Inflation Assumption:

3.00%

Cost of Living Adjustments

Vary by Employe Group as explained in summary of plan provisions.

For regular retirees and for survivors, the RP-2000 Combined Mortality Table projected nine years using Scale
AA. Future generational rates are projected from 2009 based on Scale AA. For duty and ordinary disability

Mortality Table retirees, use the RP-2000 Disability Mortality Table. For death in active service, the rates are similar to those
used for regular retirees and survivors with a 6-year setback.
. The actuarial assumptions used in December 31, 2016 valuation were based on the results of an actuarial
Experience Study

experience study for the period January 1, 2007 - December 31, 2011.

Net Pension Liability — The components of the pension liability of the City of Milwaukee as of December 31, 2017, were as

follows:

Total
(Thousands of Dollars)

Total pension liability,,,,,,515,0155055505550555055000, - $ 4,456,031
Plan fiduciary net position,,,,,ssssssssssssssssssssses (4,103,001)
Net pension liabilty,,,.,.0s000m0m0mm00m0mm0m0m00r - 353,030
Plan fiduciary net position as a

percentage of total pension liability,,,,,,,,»,, 91.98%
Covered employee payroll,,,,,.,....m5m500000000 483,819
Net pension liability as a percentage of

covered employee payroll,,,.,..um0000100 72.97%
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Discount Rate - The discount rate used to measure the total pension liability was 8.50 percent. The projection of cash flows
used to determine the discount rate assumed that contribution from plan members will be made at the current contribution rate
and that contributions from ERS agencies will be made at contractually required rates, actuarially determined. Based on those
assumptions, the ERS’ fiduciary net position was projected to be available to make all projected future benefit payments of
current plan members. The cross over analysis produces a single rate of 8.50 percent, which reflects the long-term expected
rate of return on ERS investments. Therefore, the discount rate was applied to all periods of projected benefit payments to
determine the total pension liability.

Sensitivity of the net pension liability to changes in the discount rate — The following presents the City’s net pension liability
(asset) calculated using the discount rate of 8.50%, as well as what the City’s net pension liability (asset) would be if it were
calculated using a discount rate that is 1-percentage-point lower (7.50%) or 1-percentage-point higher (9.50%) than the current
rate:

Discount Rate Discount Rate Discount Rate
(7.50%) (8.50%) (9.50%)
City's net pension liability (asset)..................... $ 832,377,000 $ 353,030,000 $ (51,249,000)

Schedule of Employer Allocations — The Employer Allocation Percentage is based on the employers required contribution
compared to the required contribution for all employers. The Employer Allocation Percentage is rounded to seven decimal
places.

Schedule of Pension Amounts — The employer’s proportionate share of the Collective Net Pension Liability, Deferred Outflows
of Resources, Deferred Inflows of Resources, and Total Employer Pension Expense (Income) is based on the Employer
Allocation Percentage.

The Collective Deferred Inflows and Outflow of Resources due to liabilities are amortized over the Average Expected Service
Lives of all Employees of 4.16 years. The Collective Deferred Inflows and Outflows of Resources due to the net difference
between projected and actual earnings on pension plan investments are amortized over 5.00 years.

Collective Deferred Inflows and Outflows of Resources to be recognized in the Future Pension Expense are as follows:

Outflows of Inflows of Net Outflows
Resources Resources of Resources

(Thousands of Dollars)

Differences betw een expected and actual experience................... $ - $ (19,278) $ (19,278)
Changes iN asSUMPLIONS .......cooiiiiiiiiiie e - (2,258) (2,258)
Current year contributions to be deferred.............cccoiiiiiiiiiiiinnnnnen. 65,410 - 65,410
Prior year contribUtions...........ccoovviiiiiiiiiieeceecee e (68,391) - (68,391)
Net differences betw een projected and actual earnings
on pension plan iNvestments.............iiiii i, 233,641 (1,307) 232,334
Changes in proportion and differences betw een employer
contributions and proportionate share of contributions.............. 189 (284) (95)
$ 230,849 $ (23,127) $ 207,722
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Deferred Outflows and Inflows of Resources to be recognized in the Future Pension Expense are as follows:

Net Deferred

Year Ended Outflows of

December 31: Resources
(Thousands of Dollars)

2018 $ 76,310
2019 76,310
2020 55,733
2021 (631)

$ 207,722

Employers may also need to recognize a Deferred Outflow or Inflow of Resources related to a change in their proportionate
share of the Net Pension Liability and for differences between employer contributions and proportionate share of contributions.

The Collective Pension Expense is determined as follows:

Total
(Thousands of Dollars)

SEIVICE COS....evieeiiiieeeie et $ 58,309
Interest cost on total pension liability ..............cccoeeniiiiiinien 356,884
Projected earnings on plan investments.............cccoooviiiiiiiiiiennne (316,310)
Contributions - Member............ccoiiiiiiiiiee e (29,759)
Administrative EXPEeNSE........couiiiiiiiiiiiiee e 6,708

Plan Changes
Recognition of net deferred outflow s (inflow s)
Changes iN @sSUMPLIONS........c.oioiiiiiiiiesee e -
Differences betw een expected and actual liability experience...... (1,976)

Difference betw een projected and actual earnings.... (326)
Other changes in fiduciary net position.............cccoooiiiiiiiiiiiiinne -
Prior years' deferred outflow s............ccoiciiiiiiiiiiiiceeee 86,766
Prior years' deferred inflow s..........coccooiiiiiiiiiiiieee (6,953)
Other changes in fiduciary net position..............cccoeoieiiiiiiiiieene. (29)
Total PENsion EXPENSE.......cccuiiiiiiiiiii i $ 153,314

Other Postemployment Benefits
The City provides other post-employment 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 Employes’ Retirement System (ERS). 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.

Retiree eligibility for full health insurance coverage varies by employee group, but can be summarized as follows:

General Employees: Employees hired prior to January 1, 2017, in general, are eligible when they retire through the ERS with a
minimum of 15 years of creditable service with the City. Furthermore, if they retire on a service retirement they are eligible for
an 88% subsidy until they attain age 65. Certain other groups of General employees are eligible, but pay a variety of rates
depending upon their group affiliation at the time of retirement, service credit, age, and type of retirement — the subsidy for these
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may range from 100% to 25% until age 65. Almost all retirees get a 25% subsidy once they attain Medicare age (65 years).
Service retirement for General employees enrolled prior to January 1, 2014 is age 60 or age 55 with 30 years of creditable
service; for those enrolled on/after January 1, 2014 is age 65 or age 60 with 30 years of creditable service.

Fire and Police: In general, protective service sworn employees are eligible when they retire on a service retirement through the
ERS with a minimum of 15 years of creditable service. The amount they pay is part of their collective bargaining agreement with
the subsidy ranging from 100% to 65% until age 65, and varies with the type of employee group they belonged to and their sick
leave balance at the time of retirement. Almost all retirees get a 25% subsidy once they attain Medicare age (65 years). Service
retirement for Fire enrolled prior to July 30, 2016 is age 57 or age 49 with 22 years of service; for those enrolled on/after July
30, 2016 is age 57 or age 52 with 25 years of creditable Fire service. Service retirement for Police enrolled prior to December
20, 2015 is age 57 or 25 years of creditable service; for those enrolled on/after December 20, 2015 is age 57 or age 50 with 25
years of creditable Police service.

Disability: Slightly different eligibility criteria apply for employees who retire on an ordinary or duty disability and their subsidy is
different from regular service retirees.

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.

In general, General City employees retiring on a service retirement prior to 2014 were eligible to continue coverage at the level
on the date prior to their date of retirement. Firefighters and Police retiring on a service 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.

Furthermore, as part of recent collective bargaining agreements, Fire and Police employees (except MPSO) now follow the
same life insurance plan design as General employees — they 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.

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. For certain groups of retirees, the City may assume all future premiums or only the
cost of the $10,000 of coverage, depending upon the retirement date and reduction schedule in effect on their last day at work.

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 2017, the City paid approximately $31,083,196 and $3,038,030, 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. 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:
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Funding Status and Funding Progress

ARC .. $ 83,415,100
Interest on Net OPEB Obligation.............cccovvienieeiieniiie e 16,930,300
Adjustment 10 ARC........ooiiiiie e (16,173,700)
Annual OPEB COSt........coouiieiiiiie e 84,171,700
Contribution MAAE........ccvveieeeeee e 34,120,413
Increase in net OPEB Obligation 50,051,287
Net OPEB Obligation - beginning of year............ccccceviiiieniineens 423,257,543
Net OPEB Obligation - end of year...........cccccceeviiiiieeiiieiieeees $ 473,308,830

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

A 1 Net OPEB
Year Ended nnua Annual OPEB Cost e_ .
OPEB Cost . Obligation
Contributed
12/31/2015 $ 77,565,700 37.3% $ 373,866,273
12/31/2016 $ 81,230,800 39.2% $ 423,257,543
12/31/2017 $ 84,171,700 40.5% $ 473,308,830

Funded Status and Funding Progress. Actuarial liabilities increased from $1.02 billion as of January 1, 2016, to $1.06 billion as
of January 1, 2017. As of January 1, 2017, the most recent actuarial valuation date, the actuarial accrued liability for benefits
was $1,061,771,500, and the actuarial value of assets was $0, resulting in an unfunded actuarial accrued liability (UAAL) of
$1,061,771,500. The covered payroll (annual payroll of active employees covered by the plan) was $409,521,000 and the ratio
of the UAAL to the covered payroll was 260 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 healthcare cost
trend amounts. 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 should produce stable annual costs, in the aggregate, when expressed as a
percentage of pay.

The OPEB valuation uses a discount rate assumption of 4.0% based on the City’s projected short-term investment rate of return.
The healthcare cost trend rate is 8.0% per year graded down to 4.5% per year ultimate trend in 0.5% thereafter for pre-Medicare,
9.5% per year graded down to 4.5% per year ultimate trend in 0.5% increments thereafter for post-Medicare. 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 the Milwaukee
Police Association, Milwaukee Police Supervisors’ Organization, and the Milwaukee Professional Firefighters Association labor
contracts or Section 350-38 of the Code of Ordinances. Firefighters whose normal hours of work exceed 40 hours per week
receive one 24-hour work day’s base salary for each 10 work days of accumulated, unused sick leave rounded down to the
nearest multiple of 10. Firefighters whose normal hours of work average 40 hours per week are converted to 24-hour workdays
where the above calculation then applies. Firefighters who have fewer than twenty, 24-hour workdays of accumulated, unused
sick days are not eligible for a terminal leave benefit. Police officers receive payment for up to 55 days of unused sick leave at
base pay for their terminal leave benefit. All remaining City employees receive up to 30 days of unused sick leave at base pay
as their terminal leave benefit. In 2017, approximately $7,521,200 was paid for sick leave from all funds. At December 31,
2017, accumulated sick leave earned but not taken totaled approximately $161,669,948 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 2017, terminal leave payments totaled $4,452,768 to employees retiring during the year. As of December 31, 2017,
the City has accrued approximately $31,280,500 in the government-wide statements for future terminal leave payments. This
amount is included under the unfunded compensated absences of $48,395,500 with the remainder accrued vacation leave of
$17,115,000.

98




CITY OF MILWAUKEE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2017

9. FUND BALANCE

The constraints placed on fund balance for the governmental funds at December 31, 2017 were as follows:

General
Obligation Public Nonm ajor
Debt Debt Economic Capital Governmental
General Service  Amortization Development Projects Funds Total
(Thousands of Dollars)
Nonspendable
Loans receivable............ccceevveeeveennen. $ 86 $ - $ - $ - $ - $ - $ 86
Advances 5,832 - - - - - 5,832
INVENTOrY ... 10,396 - - - - - 10,396
Inventory of property for resale.. 26 - - - - - 26
Prepaid items..........ccooeeeeieicnenne 1,968 - - - 3,682 2 5,652
Investment-Targeted Mortgage.............. 93 - - - - - 93
Spendable
Restricted for:
Future debt payments.........cccccceevvernenne - 43,441 54,613 - - - 98,054
Capital projects............. - - - - 18,795 - 18,795
Grants............... - - - - - 9,019 9,019
Economic Development............cccccuenee. - - - 62,710 - - 62,710
Committed to:
Contributions...........eeveeeeveeeieenne 3,444 - - - - - 3,444
Delinquent taxes.........cccoeeveeeviieeeiieeens - - - - - - -
Equipment replacement.............cccccoe.. - - - - - - -
Assigned to:
Conservation and development............. 298 - - - - - 298
General government 12,662 - - - - - 12,662
Health......ooovieeeeee e 211 - - - - - 211
Library.......ccoeoeeieeieeeeeeneee 309 - - - - - 309
Public safety 3,005 - - - - - 3,005
Public w orks 1,563 - - - - - 1,563
2018 budgetary financing..............c...... 19,000 - - - - - 19,000
Environmental remediation..................... 233 - - - - - 233
Unassigned 38,350 - - - (14,519) (20,347) 3,484
Total Fund Balance...........cccccoveveeinnnene $ 97,476 $ 43,441 $ 54,613 $ 62,710 $ 7,958 $ (11,326) $254,872

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, 2017, the tax stabilization reserve was $63,268,000. Of this
amount, $19,000,000 has been committed to the funding of the 2018 General Fund budget and $38,350,000 is unassigned for
2018 and subsequent years’ budgets. This Reserve includes an amount for advances of $5,832,000 from the General Fund to
the Capital Projects Fund and $86,000 in loans receivable. 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
budget, 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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10. INTERFUND RECEIVABLE AND PAYABLE BALANCES AND NET TRANSFERS

The individual interfund receivable and payable balances at December 31, 2017 were as follows:

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

General Fund  ........c.ocooeivieeeeeieeee, $ - $ 337 $ - $ - $ - $ 337

'g General Obligation Debt ...................... 2,900 - 4,211 - - 7,111
2 Capital Projects ........cccooeveiiiiiieneennne 2,880 - - - - 2,880
(=] Nonmajor Governmental Funds 49,491 - - - - 49,491
Water Works —.......ccccveeeeeienineneenn. 5,093 - - 3,587 2,953 11,633
Nonmajor Proprietary Funds ............... 13,363 - - - - 13,363
Totals  .ooeeeieeeeeee e $ 73,727 $ 337 $ 4,211 $ 3,587 $ 2,953 $ 84,815

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, 2017 the outstanding balance was $5,832,000.

The City of Milwaukee Water Fund advanced $272,286 to the Parking Proprietary Fund in 2012. This advance is non-interest
bearing and is due in annual installments from 2013 to 2021. At December 31, 2017 the outstanding balance was $108,914.
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Interfund transfers for the year ended December 31, 2017 were as follows (in thousands):

Funds Transferred To

General Fund

General Obligation Debt

Nonmajor Governmental Funds

Economic Development

Capital Projects

Nonm ajor Proprietary

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.

Fund Transferred From

General Obligation Debt...........cccoceveerieneenen.
General Obligation Debt...........c..cccoeviiiinnne.
Nonmajor Governmental Funds......................
Capital FUNS........cccooiiiiiieeeeee e
Water WOrKS........cocveoeerieiieneeeceee e
Nonmajor Proprietary Funds...........c.ccoceeninen.
Nonmajor Proprietary Funds....
Nonmajor Proprietary Funds....

Subtotal General Fund............ccoccevvcernnens

GeNeral.....cccociiieeeeeee e
Economic Development
Public Debt Amortization.............cccoccvrviiinnens
Capital FUNAS......cceeiieeeeeeee e
Nonmajor Governmental Funds.......................
Sew er Maintenance...........ccccceceviereeioennenne
Nonmajor Proprietary Funds.............ccccceeeenen.

Subtotal Debt Service...........cccouveieecieeeene.

General Obligation Debt...........c.ccceeieniiennnnn.
Subtotal Nonm ajor Governmental Funds

General Obligation Debt............cccceeviiiininennnn
Capital FUNS........cccoeeevieiiieeceece e

Subtotal Economic Development..............

General Obligation Debt...........cccocevvrieneeneen.
Economic Development............ccccooviinienicneens

Subtotal Capital Projects........cccocvrrirrnnnes

General Obligation Debt...........cccccvveeeriereenen.
Subtotal Nonmajor Proprietary.................

Total Interfund Transfers.......cccccceeeennnneee

Amount

$ 2700
325

7,905

521
13,302
1,521
16,600
1,465

44,339

2,119
38,028
8,500
13
29,641
3,405
1,048
82,754

3,265
3,265

67,443
7,917

75,360

2,542
21,248

23,790

$ 229,995

Purpose

Funding for Revenue Anticipation Notes
Funding for operations

Subsidize uncollected property taxes
Grant variance closeouts

Payment in Lieu of taxes

Payment in Lieu of taxes

Subsidy for operations

Excess earnings of Port

Funding for debt payments
Funding for debt payments
Funding for debt payments
Funding for debt payments
Funding for debt payments
Funding for debt payments
Funding for debt payments

Funding for operations

Funding for debt payments
Close surplus revenues

Funding for operations

Funding for debt payments
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FOR THE YEAR ENDED DECEMBER 31, 2017

1.

Component Unit Payable

BALANCES BETWEEN THE CITY AND COMPONENT UNITS

Balances due to and due from component units as of December 31, 2017 were as follows:

Primary
Government's
Receivable

(Thousands of Dollars)

Due from RACM for reimbursable expenditures ...........cccccoeeiiiiiiiinnaannn. $ 150
Due from RACM for loans issued to developers for the purpose of
renovations and improvements to existing parcels of real estate ..... 12,232
Due from NIDC for housing projects...........coouiviiiiiiiiiiiieieeeeeeeeeeanes 58
Due from NIDC for home and Community Development Block grants...... 35
L) <= TP $ 12,475
Primary
Government's
Component Unit Receivable Payable

(Thousands of Dollars)

Due to RACM for reimbursable expenditures .............c.ccoooiiiiiiiiiiiinannn. $ 110
Due to RACM for home and Community Development Block grants........ 26
8 e ] 2= 1 SRR $ 136

12. OPERATING LEASES

Year Amount
(Thousands of Dollars)

2018 $ 4,400
2019, 3,989
2020.....cciieciieiiiens 4,758
2027 i 3,751
2022t 3,693
2023-2027................ 19,065
2028-2032................ 15,838
2033-2037......cccn.... 6,066
2038 and beyond..... 4,022
Total...oveeeeeeee $ 65,582

The City is the lessor for various properties under operating lease agreements expiring at various dates through 2017 and
beyond. Certain leases contain provisions for possible renewal at term of the lease.

Scheduled minimum lease payments receivable for years ending December 31 are as follows:
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13. COMMITMENTS AND CONTINGENCIES
Claims and Other Legal Proceedings

The City is exposed to various risks of loss 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 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 were as follows:

2017 2016

General liability CIaIMS  .......cooiiiiiiie e $ 22,207,000 $ 28,647,000

Workers' compensation Claims ..........ccccocciiie e 8,320,000 2,064,000

Unemployment claims .................... 172,000 426,000

Pollution remediation obligation 1,523,000 1,559,000

$ 32,222,000 $ 32,696,000

Changes in the balances of claim liabilities during the past two years were as follows:
2017 2016

Beginning of year liability ..........cccooeiiiiiiie e $ 32,696,000 $ 30,912,000
Current year claims and changes in estimates ..........cc.ccoceiiiiiiicicnn 4,600,300 19,213,300
Claim PaYMENTS  ..c.ovviieiirieieeieee e (5,074,300) (17,429,300)
End of year liability .........coooieiiie e $ 32,222,000 $ 32,696,000

The City is self-insured for active and retired employee health insurance, which is recorded in accounts payable within the
general fund. Changes in the balance of this claim liability include both actives and retirees. Changes in the liabilities during
the past two years were as follows:

2017 2016
Beginning of year liability .........cccoooviiiiiin $ 8,510,800 $ 10,009,000
Current year claims and changes in estimates ..........ccccoceveveveievennnn, 91,325,413 94,656,800
Claim PayMeNtS ......ovcueiiiceiee e (91,189,308) (96,155,000)

End of year liability $ 8,646,905 $ 8,510,800
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At year-end 2017, there were fifteen plaintiffs that had filed lawsuits, involving the refund of allegedly excessive property taxes,
under Section 74.37. Of these cases, four of them have the potential, if they are successful, to result in large individual
judgements. These cases include Marathon Petroleum, US Venture, US Bank, and Wisconsin and Milwaukee Hotel. As these
cases are still pending, the associated potential liabilities remain as of the current date.

During 2017, several prior year claims were either settled or dismissed while thirteen new claims were filed. All pending cases
are included in the calculation of estimated legal liability.

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 $363,000 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 2017, the City’s estimated liability for pollution remediation-related activities decreased $36,000. At December 31, 2017,
the City has an outstanding liability of $1,522,855 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 spent $36,000 in post-closure care of solid waste landfills during 2017. Actual future costs may be higher
due to inflation, changes in technology, or changes in regulations.

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, 2017.
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Commitments
The following is a list of encumbrances by function at December 31, 2017:

General Capital Water
Fund Projects Works Total
(Thousands of Dollars)

General government...........cccoveeeeeeieeiecieeens $ 100 $ 21 $ - $ 121
Conservation and development.................... 336 29,402 - 29,738
Health.........ccoooiiiiiiiec 109 - - 109
LIDrary.....ccoco v 1,118 - - 1,118
Public safety........ccoooviiiiiiiiiee 921 - - 921
PUDlic WOrKS......ccvveiiiiiiiciiceec 860 - - 860
Infrastructure..........ocooeiiiiiiie - 27,783 6,179 33,962
TOtAL e $ 3,444 $ 57,206 $ 6,179 $ 66,829

14. TAX ABATEMENTS

Wisconsin State Statue Section 66.1105 gives the City of Milwaukee (City) the authority to create Tax Incremental Financing
(TIF) districts. TIF is an economic development tool used by the City to leverage private development investment. As of
December 31, 2017, the City provides tax incentives to certain developers of properties within tax incremental districts (TIDs)
utilizing the following methods.

Program 1 - Developer-Financed Projects:

e The City and/or Redevelopment Authority of the City of Milwaukee (RACM) enter into an agreement with a developer or
corporation to fund a portion of a redevelopment project. The developer/corporation advances the City’s contribution
and the advance is considered a loan to the City at an agreed-upon interest rate. The loan to the City is repaid by using
a portion of the annual tax increment revenue to repay the developer/corporation. In most instances, the amount of the
City’s loan repayment to the developer/corporation can be reduced if an economic indicator, such as full-time-equivalent
employment, is not achieved. Moreover, loan repayments typically cease after a set number of years, even if the loan is
not fully amortized.

Program 2 — Grants to Developers/Corporations:
¢ In exchange for performing or taking a certain action, such as renewing a lease to remain at a certain location, the City
and/or RACM (through the TID) will provide a grant, payable through a refund of annual taxes paid. The amount of the
refund can be reduced for not meeting an economic indicator, such as full-time-equivalent employment.

Authority for these tax abatement agreements is provided by 66.1105 Wis. Stats. (Tax Increment Law), and 66.1333 Wis. Stats.
(Blight Elimination and Slum Clearance). All tax abatement agreements also require the approval of the City of Milwaukee
Common Council, RACM Board and the Joint Review Board.

The City is the collection agent for the property taxes of all overlying taxing authorities and deposits the revenues into a separate
fund. Taxes refunded during 2017 and the remaining potential future refunds are shown in the table below. The “Remaining”
column represents the maximum principal amount outstanding as of December 31, 2017.
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2016 2017 Taxes 2017

Remaining Additions Refunded Remaining
Program 1, Developer-Financed (Thousands of Dollars)

TID50....ccoiieee e $ 32 $ - $ (32) $ -
TID52....ee, 1,960 37 (455) 1,542
TID 57 .o 3,075 106 (570) 2,611
TIDBA....ccooiiiiiiieeeeee e 3,367 77 (362) 3,082
TID 70 433 39 (346) 126
TID 78 54,000 - - 54,000
TID80..cccoiiiiiiiiieeeeeee e 2,752 34 (200) 2,586
TID83.... 900 64 (91) 873
TID84....coiieee e 8,000 - - 8,000
TID8B....ccoi oo 1,500 - - 1,500
TID 87 .o 1,200 - - 1,200
TIDOO0....e e - 635 - 635
TIDO3.. e - 575 - 575
Total Program 1., $ 77,219 $ 1,567 $ (2,056) $ 76,730

Program 2, Grant

TID 37 e, $ 300 $ - $ (300) $ -
TIDB3....eeeee e, 1,631 30 (76) 1,685
TID 77, 533 19 (150) 402
Total Program2..........c.coevvvciieenennns $ 2,464 $ 49 $ (526) $ 1,987
Total tax abatements..............ccooen.... $ 79,683 $ 1,616 $ (2,582) $ 78,717

15. SUBSEQUENT EVENTS

On February 8, 2018, the City issued $61,125,000 of general obligation promissory notes, series N1, for financing the fiscal
requirements of the City. The notes mature on February 1, 2023.

On March 9, 2018, the City drew $6,925,000 on its line of credit with US Bank National Association for refunding purposes. The
issuance was repaid on May 17, 2018.

On March 28, 2018, the City drew $606,000 from the CWF program, for capital project and refunding purposes. The CWF loan
matures in each of the years 2019 through 2037.

On April 11, 2018, the City drew $18,535,000 from the CWF program for capital project and refunding purposes. The CWF loan
matures in each of the years 2019 through 2037.

On May 17, 2018, the City issued $110,000,000 of limited obligation, revenue anticipation notes, series R3, for cash flow
purposes. The maturity date is May 26, 2019, and is anticipated to be repaid from the receipt of State shared revenues.

On May 17, 2018, the City issued $132,755,000 of general obligation promissory notes, series N4, for capital project, fiscal, and
refunding purposes. The notes mature in each of the years 2019 through 2028.

On May 17, 2018, the City issued $31,040,000 of general obligation corporate purpose bonds, series B5 for capital project,
fiscal, and refunding purposes. The notes mature in each of the years 2029 through 2033.

On May 17, 2018, the City issued $5,450,000 of taxable general obligation promissory notes, series T6 for capital project, fiscal,
and refunding purposes. The notes mature in each of the years 2019 through 2028.

On May 17, 2018, the City issued $1,600,000 of taxable general obligation corporate purpose bonds, series T7 for capital project,
fiscal, and refunding purposes. The notes mature in each of the years 2029 through 2033.
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CITY OF MILWAUKEE
REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)

Exhibit E-1

Actual -
Budgeted Amounts Amounts Variance
Original Final Budgetary Positive
Budget Budget Basis (Negative)
Revenues:
Property taxes ..o $ 198,695 $ 198,695 $ 190,775 $ (7,920)
Othertaxes ... 3,017 3,017 3,795 778
Licenses and permits ........cccocoeveiiiiie e 16,204 16,204 15,597 (607)
Intergovernmental .........ccoocceiiiiiiin s 265,292 265,292 265,701 409
Charges for Services ......cccccoccvviiieiiiiiieeeiiiee e 121,070 121,070 117,873 (3,197)
Fines and forfeits ... 3,703 3,703 3,356 (347)
Other ... 16,235 16,235 19,384 3,149
Total REVENUES ..o 624,216 624,216 616,481 (7,735)
Expenditures:
Current:
General government ..........ccooceiiiiiiiiiee e 235,461 235,835 228,607 7,228
Public safety 310,842 315,527 314,648 879
Public works 100,059 100,596 100,482 114
Health ... 10,164 10,277 10,245 32
Culture and recreation 17,929 17,945 17,925 20
Conservation and development ..............ccccceeeeenee. 4,580 4,601 4,579 22
Total EXpenditures .........ccccoeivieieniiieniiee e 679,035 684,781 676,486 8,295
Deficiency of Revenues over Expenditures .......... (54,819) (60,565) (60,005) 560
Other Financing Sources (Uses):
General obligation bonds and notes issued ............... - 6,787 6,462 (325)
Transfers in - ....oooooiii e 31,686 31,686 44,339 12,653
Transfers OUt ........cooiiiiiii e - - (2,119) (2,119)
Contributions received 29,247 29,247 21,366 (7,881)
Contributions used .........cccciiiiiiiini e (28,348) (28,258) (20,499) 7,759
Use of fund balance - reserved for tax stabilization ... 27,579 27,579 27,579 -
Total Other Financing Sources and Uses ............. 60,164 67,041 77,128 10,087
Net Change in Fund Balance ............ccccccoooieiiee. 5,345 6,476 17,123 10,647
Fund Balance - Beginning (Excludes Reserved for
Tax Stabilization) ... 80,353 80,353 80,353 -
Fund Balance - ENAiNG .....c.ccoceverererenesesessessssessssessenes $ 85,698 $ 86,829 $ 97,476 $ 10,647

Explanation of Differences of Budget to GAAP:

basis compared with budget basis is $27.6 million at January 1, 2017.

considered to be revenues and expenditures.

See accompanying independent auditors' report.

Contributions received and used for budget purposes are reported as other financing sources, but for GAAP are

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
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SCHEDULE OF FUNDING PROGRESS
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)

RETIREE HEALTH AND LIFE INSURANCE

Actuarial
Accrued UAAL as a
Actuarial Actuarial Liability (AAL) - Percentage
Valuation Value of Projected Unfunded AAL Funded Covered of Covered
Date Assets Unit Credit (UAAL) Ratio Payroll Payroll
1/1/2015 $ - $ 975,696 $ 975,696 0.0% $366,785  266.00%
1/1/2016 - 1,020,383 1,020,383 0.0% 377,789  270.09%
1/1/2017 - 1,061,772 1,061,772 0.0% 409,521 259.27%

SCHEDULE OF THE CITY'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY (ASSET)
Employes' Retirement System

12/31/15 12/31/16  12/31/17

The City's proportion of the net pension liability (asset)...... 83.92% 83.08% 82.85%
The City's proportionate share of the net pension

liability (8SSEt)......eeeeeiiieeeeie e $ 95224 $349,915 $353,030
The City's covered-employee payroll.............ccccceeeeecueennnn. $444719 $445,615 $483,819
Plan fiduciary net position as a percentage of the total

pension liability (8SSet)........ccccvevriiiniiiiiiiiiec e 97.76% 91.95% 91.98%

SCHEDULE OF THE CITY'S CONTRIBUTIONS
Employes' Retirement System

2014 2015 2016 2017
Legally required contributions™...........ccccecvvevieeieieieeeeee $ 65474 $ 66,333 $ 66,401 $ 74,811
Contributions in relation to the required contributions......... $ 61,130 $ 59,985 $ 61,390 $ 65,410
Contribution deficiency (EXCESS)......c..covvverrieciecreeieereeeieens $ 4344 $ 6,348 $ 5011 $ 9,401
City's pensionable - employee payroll............cccccceveeeueennenne. $375,751 $380,976 $383,845 $422,717
Contributions as a percentage of
covered-employee payroll..........cccoccueeeeiiieeiiiieeeiiee e 16.27% 15.75% 15.99% 15.47%

See accompanying independent auditors' report.
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Schedules of Funding Progress
Retiree Health and Life Insurance — Actuarial Methods and Assumptions
Valuation date

Actuarial cost method
Amortization method

January 1, 2017
Projected unit credit
Level percent open

Amortization period 30 years
Investment rate of return 4.0%
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 thereafter for pre-Medicare, 9.5%
per year graded down to 4.5% per year ultimate trend in .5%
increments thereafter for post-Medicare.

Pension Liability and Contributions — Actuarial Methods and Assumptions
Valuation date

Actuarial cost method
Amortization method

January 1, 2016

Entry age normal — level percentage of pay

Difference between expected and actual liability and actual
liability experience and changes of assumptions are amortized
over average of expected remaining service lives. Difference
between projected and actual earnings amortized over 5
years.

8.0%

Market value

8.25% for 2017, 8.50% thereafter

3.0% - 7.5%, General City

3.0% - 14.4% Police & Fire

3.0%

Current discount rate
Asset valuation method
Investment rate of return
Projected salary increases

Inflation assumption

Changes of assumptions: There were no changes in the assumptions.
Changes of benefit terms: There were no changes of benefit terms for any City of Milwaukee Employes’ Retirement System
participants.

* See Ch.36 of the City Ordinances - City requirement is to contribute 100% of pension liability.
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.
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Nonmajor Governmental Funds

Nonmajor funds are used to account for the proceeds of specific
revenue sources (other than special assessments, expendable trust or
major capital projects) requiring separate accounting because of legal or
regulatory provisions or administrative action.

Grant and Aid Projects — This fund is used to account for Federal and
State grants whose proceeds are legally restricted to expenditures for
specific purposes and which are not accounted for in other special
revenue funds.

Community Development Block Grant — The Community Development
Block Grant Program receives annual grants pursuant to the Federal
Housing and Community Development Act of 1974.  This fund also
includes amounts received under the Section 108 Loan Program. The
City’'s Department of Administration is responsible for the planning,
execution and evaluation of the Program.

Delinquent Tax — This fund was established as a reserve against
uncollected delinquent property taxes. Fund resources, consisting
initially of bond proceeds, are used to purchase delinquent property
taxes from the General Fund. Collections on these purchased
receivables and related interest thereon are transferred to the General
Obligation Debt Service Fund to provide for the related debt service
requirements.
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CITY OF MILWAUKEE Exhibit F-1
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
DECEMBER 31, 2017
(Thousands of Dollars)
Total
Grantand Community Nonmajor
Aid Development Delinquent Governmental
Projects Block Grant Tax Funds
ASSETS
Assets:
Cash and cash equivalents ............cccccoevieiiiiiie i $ 707 $ 1,450 $ - $ 2,157
Receivables (net):
L= G - - 31,110 31,110
ACCOUNES oottt e e e e e et e e e e e e nnareeaaeeanns - - - -
Notes and I0ANS  ............uuuiui e 5,964 5,023 - 10,987
Due from other funds .........ccccoiiiiiii i - 337 - 337
Due from component Units ........c.ccciiiiiiiieiii e 35 13 - 48
Due from other governmental agencies .........ccccccccvevicvevicienennns 8,979 2,788 - 11,767
Prepaid itemMS ..o - 2 - 2
Total ASSEtS ...ooceivcceceiiiirrccceerr e $ 15,685 $ 9,613 $ 31,110 $ 56,408
LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND FUND BALANCES
Liabilities:
Accounts PaYable ........cccciiiiiii e $ 2,994 $ 2,737 $ 180 $ 5,911
ACCIUEA EXPENSES  .ooieieeeeiiieeeiiiieeeieieeeenteeeenaeeesnaeeeenaeeesnneeeennnes 105 53 - 158
Due to other funNds ... 5,198 - 44,293 49,491
Due to component Units .......cocvieeiiiieieie e - 26 - 26
Due to other governmental agencies .........ccccccceeviiiiiiiieeiniieeens 718 1,450 - 2,168
UNEArNEd FEVENUE.............uueeiiiieiieeee et e e e e e 707 324 - 1,031
Total Liabilities ....ccccuvveeeeeeei e 9,722 4,590 44,473 58,785
Deferred Inflows of Resources:
Unavailable reVENUE ..........coooiiieieeee e 1,615 350 6,984 8,949
Fund Balances:
[N [ =] 0= T T =1 o] = S 2 2
(R LY (o1 (= o [t 4,348 4,671 - 9,019
UNASSIGNEA. ..ot - - (20,347) (20,347)
Total FuNd Balances ..........ooooooiiiiieeeeeeeeeee e 4,348 4,673 (20,347) (11,326)
Total Liabilities, Deferred Inflows and Fund Balances .. $ 15,685 $ 9,613 $ 31,110 $ 56,408

See accompanying independent auditors' report.
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CITY OF MILWAUKEE

Exhibit F-2

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017

(Thousands of Dollars)

Total
Grant and Community Nonmajor
Aid Development Delinquent Governmental
Projects Block Grant Tax Funds
Revenues:
Intergovernmental ...........cccooiiiiniinniienes $ 28,927 $ 14,270 $ - $ 43,197
Total ReVENUES  .....evveeeiiieeeeeeee, 28,927 14,270 - 43,197
Expenditures:
Current:
General government ..........coccoceeeeiineennnen. - 1,921 3,446 5,367
Public safety .......cccovviiii 8,159 3,664 - 11,823
Publicworks ......oiiiii e, 2,600 - - 2,600
Health ... 9,788 41 - 9,829
Culture and recreation .........ccccceeveveveennnnn... 953 1,426 - 2,379
Conservation and development ................. 6,638 7,328 - 13,966
Total Expenditures .........cceeeeeeeeeeeeeeeenn. 28,138 14,380 3,446 45,964
Excess (Deficiency) of Revenues
over Expenditures ...........ccccceeeiiiieennnns 789 (110) (3,446) (2,767)
Other Financing Sources (Uses):
General obligation bonds and notes issued - - 21,108 21,108
Loans receivable activities............c.cccceecuerenne (121) (165) - (286)
Transfers in ..o - - 3,265 3,265
Transfers out  .....cccooviiiiiii - - (37,546) (37,546)
Total Other Financing Sources (Uses) (121) (165) (13,173) (13,459)
Net Change in Fund Balances ............... 668 (275) (16,619) (16,226)
Fund Balances - Beginning ..........ccccveviiieennns 3,680 4,948 (3,728) 4,900
Fund Balances - Ending ......ccccceeeeerriccennnnne $ 4,348 $ 4,673 $ (20,347) $ (11,326)

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit F-3
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GRANT AND AID PROJECTS
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)

Actual on Variance -
Amended Budgetary Favorable
Budget Basis (Unfavorable)
Revenues:
Intergovernmental ..........ccccoooiiiiiiece e $ 30,360 $ 28,927 $ (1,433)
Expenditures:
Current:
Public safety ....oooeee e 8,701 8,159 542
U] o] To Y 0] 1 1€ 2,600 2,600 -
Health ... 11,333 9,788 1,545
Culture and recreation ............cooeieeiiiiie e 1,088 953 135
Conservation and development ...........cccccciiiiiiiiiiiiiiiieee e 6,638 6,638 -
Total Expenditures ..o 30,360 28,138 2,222
Excess of Revenues over Expenditures ...........cccccoevvviiiiinn. - 789 789
Other Financing Sources (Uses):
Loans receivable activities  ........c.ccooiiiiiiiiiiii - (121) (121)
TransSfers OUL ....ccuuviiiiiee i - - -
Net Change in Fund Balance ..............ccccoooiiiiiiiiiiiiiicene. - 668 668
Fund Balance - BEgiNNING ........ccoooiiiiiiiieecieccieieee e - 3,680 3,680
Fund Balance - ENdiNg .......cccccciiiiiniiiiiinenssennssesssesssssesssssssssennns $ - $ 4,348 $ 4,348

See accompanying independent auditors' report.
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CITY OF MILWAUKEE

Exhibit F-4

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
COMMUNITY DEVELOPMENT BLOCK GRANT
FOR THE YEAR ENDED DECEMBER 31, 2017

(Thousands of Dollars)

Revenues:
Intergovernmental ...

Expenditures:
Current:
General gOVEIMMENT  ......eiiiiiiiiee e
Public safety ...
PUDIIC WOTKS oottt
Health oo
Culture and recreation .........cccceeeeieiiiiiiiiee e
Conservation and development ............ooovvviiiiiiiiiiiiieiiiiiiieieienes

Total EXpenditures .....cccoooeeeieieieie,

Deficiency of Revenues under Expenditures ........................

Other Financing Sources:
Loans receivable activities ..........cooooevvuieiiiiiiiee e

Net Change in Fund Balance ...........ccccoocieeieeiiiiiiiiiiieeeeee,

Fund Balance - BEginNiNg ........ccoooiiiiiiiiiiiei e

Fund Balance - ENAiNG  .......c.ccceeimieeeeeeeeeneeeeneenenenennnnnnsnsnsnnnnnnnnnes

See accompanying independent auditors’ report.

Amended
Budget

$ 14,270

1,921
3,664

41
1,426
7,328

14,380

(110)

165

(275)

4,948

$ 4,673

Actual on
Budgetary
Basis

$ 14,270

1,921
3,664

41
1,426
7,328

14,380

(110)

165

(275)

4,948

$ 4,673

Variance -
Favorable
(Unfavorable)

$ -
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Nonmajor Proprietary Funds

Proprietary Funds are used to account for operations that provide
services which are financed primarily by user charges, or activities
where periodic measurement of net income is appropriate for capital
maintenance, public policy, management control or other purposes.

Parking — This fund accounts for revenues derived from parking meters,
parking permits, rentals and leasing of parking facilities, and other
revenues attributable to parking. The revenues are used to defray
administrative and operational costs related to parking operations, and
to acquire landscape and construct parking lots and structures.

Port of Milwaukee — All activities necessary to operate and maintain the
Port of Milwaukee and other related harbor activities are accounted for
in this fund.

Metropolitan Sewerage District User Charge — The Metropolitan
Sewerage District User Charge Fund is used to account for sewerage
treatment charges by the Milwaukee Metropolitan Sewerage District to
the City on a “wholesale” user charge basis and the subsequent billing
by the City to customers on a “retail” basis. The City adds
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CITY OF MILWAUKEE Exhibit G-1
COMBINING STATEMENT OF NET POSITION
NONMAJOR PROPRIETARY FUNDS
DECEMBER 31, 2017

(Thousands of Dollars)
Metropolitan Total
Sewerage Nonmajor
Port of District User  Proprietary
Parking Milwaukee Charge Funds
ASSETS AND DEFERRED INFLOWS OF RESOURCES
Current Assets:
Cash and cash equivalents ..........c.cccoovvveveeeeceeieeeeeee e $ 9,904 $ 77 $ - $ 9,981
Receivables (net):
o o0 10 | (= 1,597 1,146 11,696 14,439
Unbilled aCCOUNES  .....cooiiiiiiieieeeeeeee e - - 3,292 3,292
Due from other funds ..........ooeeiiiiiieee s - - 2,953 2,953
Due from other governmental agencies ...........cccccccceeeeenne. - 1,039 - 1,039
Total Current ASSEtS  ....oeeeiiiieeeee e 11,501 2,262 17,941 31,704
Noncurrent assets:
Capital assets:
Capital assets not being depreciated:
Land oo, 7,076 8,454 - 15,530
Construction in progress  ........ccceeieeiiaeiiiiiiieieeee e 6,260 - - 6,260
Capital assets being depreciated:
=TT o 13T TSP 51,981 13,639 - 65,620
INFraStrUCIUIES ... - 19,933 - 19,933
Improvements other than buildings ..............ccccccooiis 5,373 5,597 - 10,970
Machinery and equipment ... 6,866 9,049 - 15,915
Accumulated depreciation ............ccoecciiiiiiieiiiicee, (52,427) (27,875) - (80,302)
Total Noncurrent ASSets ........ooveeeeivieiiiiiieeeeeeeeeeeee 25,129 28,797 - 53,926
Total ASSELS.. .o 36,630 31,059 17,941 85,630
Deferred Outflows of Resources:
Deferred outflows fOr PENSIONS .........c.ceveveeeeeeeeieeeeeeeenn 1,774 423 = 2,197
Total Deferred Outflows of Resources..........c.cccoeeunen..... 1,774 423 - 2,197
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CITY OF MILWAUKEE

COMBINING STATEMENT OF NET POSITION
NONMAJOR PROPRIETARY FUNDS

DECEMBER 31, 2017

Exhibit G-1 (Continued)

Metropolitan Total
Sewerage Nonmajor
Port of District User Proprietary
Parking Milwaukee Charge Funds
LIABILITIES
Current Liabilities:
ACCOUNtS PAYADIE  .....c.eoveiveieeeiece e $ 1,409 $ 527 $ 10,521 $ 12457
ACCTUEA EXPENSES  ...vveiiieeeieiiiiiiiieeeeee et e e e e e e e ssatraeeeaaeeans 233 47 1 281
Accrued interest payable ...........ccccooiiiiiiii 97 23 - 120
Compensated abSENCES  .......ccoceeiieiiiiiiiiieeeieicieieee e 200 89 - 289
Advances from other funds ..........cccooeiiiiii 109 - - 109
Due to other funds ........ccvveiiiiiiiii e - 5,898 7,465 13,363
Due to component UnitS ........cccceeeeeiiiiiiiiiiiee e - 18 - 18
UNearned reVENUE. ...........cooevueeeeeieeeeeeee e 452 1,039 - 1,491
General obligation debt payable - current .....................c.. 1,262 357 - 1,619
Total Current Liabilities .........oooeiveiiiiieeeeeeeee e 3,762 7,998 17,987 29,747
Noncurrent Liabilities:
General obligation debt payable ... 9,912 3,146 - 13,058
Other post employment benefits obligation ......................... 2,268 554 - 2,822
Net pension liability ..........cccooeiiiiiiii e, 2,124 561 - 2,685
Total Noncurrent Liabilities ..........ccoooveiiiiiiiiiieeeeeen. 14,304 4,261 - 18,565
Total Liabilities .......cccceveiiiieeeee e 18,066 12,259 17,987 48,312
Deferred Inflows:
Deferred INflows - PENSION .......ccoviviiiiiiiiiiiiiiceciceieeieee i 138 37 - 175
Total Deferred Outflows of Resources...........c.c..ccc..... 138 37 - 175
NET POSITION:
Net investment in capital assets.........ccccceevveiiiiiieieic e, 13,955 25,294 - 39,249
UNrestricted  ....oooooiiieeie e 6,245 (6,108) (46) 91
Total Net POSition .......ccccccomiiiiiiirceeee e $ 20,200 $ 19,186 $ (46) $ 39,340

See accompanying independent auditors' report.
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COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

CITY OF MILWAUKEE

NONMAJOR PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017

Exhibit G-2

(Thousands of Dollars)
Metropolitan Total
Sewerage Nonmajor
Port of District User Proprietary
Parking Milwaukee Charge Funds
Operating Revenues:
Charges for Services:
Statutory sewer user fee ..........cccooooeeeiieieeeeeeeeeee $ - $ - $ 49,056 $ 49,056
RENE e e 7,352 5,625 - 12,977
Parking meters .....ccccveiiiiiiiiic e 4,985 - - 4,985
Parking permits .........cccooiiieiiiiien e 4,131 - - 4,131
Vehicle toOWING  ..ooeieeiieeee e 6,046 - - 6,046
Parking forfeitures ..........ccoooeiiiiiiiic e 15,043 - - 15,043
Other s - - 1,277 1,277
Total Operating Revenues ..........cccccooeiiinieicnicnecne, 37,557 5,625 50,333 93,515
Operating Expenses:
Milwaukee Metropolitan Sewerage District Charges ........ - - 44,351 44,351
Employee ServiCes .......coccovviiiiiiiiiniiiieiieeee e 7,693 2,000 95 9,788
Administrative and general ..........ccccooooiie e, - - -
Depreciation  .......cooooiiiiiiieeee e 2,081 930 - 3,011
Transmission and distribution ...........cccccoiiiiiiiiini. - - -
Services, supplies and materials ..........ccccoovieeeeiiiiiiiieennn. 13,393 1,407 5,407 20,207
Billing and collection ...........cccooiiiiiiiiiiic e - - - -
Total Operating EXpenses ........cccccooveiiieiiieniieeene 23,167 4,337 49,853 77,357
Operating InCome  ......coooiiiii e 14,390 1,288 480 16,158
Nonoperating Revenues (Expenses):
Grant reVENUE  .......cooooueiiiiieeeeeeeeee e - - - -
Interest EXPENSE ..oooeeieieee e (481) (200) - (681)
Other s (1,639) (33) - (1,672)
Total Nonoperating Revenues (Expenses) ................. (2,120) (233) - (2,353)
Income (Loss) before Contributions and Transfers 12,270 1,055 480 13,805
Capital contributions .........cooociiiiiiiii 180 - - 180
Transfers iN ..o - 487 - 487
Transfers OUt ... (19,169) (1,465) - (20,634)
Change in Net Position ..o, (6,719) 77 480 (6,162)
Total Net Position - Beginning ...........cccocoiiiiiiiiiniiiiienee 26,919 19,109 (526) 45,502
Total Net Position - ENding .......cccecevevvereererecsesesessesesenaens $20,200 $ 19,186 $ (46) $ 39,340

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit G-3
COMBINING STATEMENT OF CASH FLOWS
NONMAJOR PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017

(Thousands of Dollars)
Metropolitan Total
Sewerage Nonmajor
Port of District User Proprietary
Parking Milwaukee Charge Funds

CASH FLOWS FROM OPERATING ACTIVITIES:

Receipts from customers and users $ 36,831 $ 5,581 $ 49,828 $ 92,240

Payments to suppliers ........ccccocveeveenveencennnnnne (13,135) (1,460) (48,803) (63,398)
Payments to employees .......... (6,630) (1,730) - (8,360)
Payments from other funds - - 575 575
Payments to other funds ... (27) 565 (1,600) (1,062)
Net Cash Provided by Operating Activities ........cccccocvvriienennnee. 17,039 2,956 - 19,995
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Other nonoperating expenses (452) - - (452)
Transfers from other funds ...... - 487 - 487
Transfers to other fuNds .......c.ooviiiiiiiiie e (19,169) (1,465) - (20,634)
Net Cash Used for Noncapital Financing
ACHVITIES .o (19,621) (978) - (20,599)

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Proceeds from sale of bonds and notes .........cc.cccooeeiiiiiiiciiec e, 2,019 1,165 - 3,184

Acquisition of property, plant and equipment ......... (1,358) (1,570) - (2,928)
Retirement of bonds, notes and revenue bonds .... (2,287) (1,338) - (3,625)
Interest paid ... (72) (201) - (273)
(0 (Y TSRSt 1,406 (33) - 1,373
Net Cash Used for Capital and Related
Financing ACHIVItIES  .....cccevviieii e (292) (1,977) - (2,269)
Net Decrease in Cash and Cash Equivalents ...........cccocveiieiivennene. (2,874) 1 - (2,873)
Cash and Cash Equivalents - Beginning .......c.ccccoeiveiiiiiiniiiene e 12,778 76 - 12,854
Cash and Cash Equivalents - ENding .......cccevvvierseneseesessessessessensenns $ 9,904 $ 77 $ - $ 9,981

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES:
OPErating iNCOME ......c.covveveeereiieeeeeeieeeeeeeeeeeeseseeseeseaees s e eeeeesensanes $ 14,390 $ 1,288 $ 480 $ 16,158
Adjustments to reconcile operating income (loss) to net cash
provided by (used for) operating activities:

DepPreciation  ......c.ooo oo 2,081 930 - 3,011
Effect of changes in operating assets and liabilities:
RECEIVADIES ... (726) (44) (504) (1,274)
Due from other funds ... - - (1,600) (1,600)
Prepaid items................. - - - -
Accounts payable .......ocooiiiie s 258 (53) 1,049 1,254
Accrued liabilities  ........coiiiiiiiie e 211 9) 202
Net other postemployment benefits obligation ........................ 311 78 - 389
Net pension liability...........ccceeeieiiiiiiececce e (14) 9 - (5)
Due to other funds .......ccoeviieiieee e (27) 565 575 1,113
Deferred OUtfIOWS  ....o.coiuiiiiiiiee e 555 191 - 746
Deferred infloWs ........coiiiiiiie e - 1 - 1
Net Cash Provided by Operating Activities .........cccccevvrrinienncicnieees $ 17,039 $ 2,956 $ - $ 19,995

See accompanying independent auditors' report.
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Agency Funds

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.
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CITY OF MILWAUKEE Exhibit H-1
COMBINING SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)
Balance Balance
01-01-17 Additions Deductions 12-31-17
BOARD OF SCHOOL DIRECTORS FUND
ASSETS
Cash and iNVESIMENTS.......ooeeoeeeeeee e $ 154,154 $ 1,516,740 $ 1,613,720 $ 57,174
Taxes receivable ........cccoooiiiiiiiiiiie e - 281,169 281,169 -
Total ASSetS ........cceeveveieieieeeieeererereeeeeeeeneeennnnnnne $ 154,154 $ 1,797,909 $ 1,894,889 $ 57,174
LIABILITIES
Due to Other Governmental Agencies:
Milwaukee School Board ..........ccccccmrrrriecccceerennnn. $ 154,154 $ 1,516,740 $ 1,613,720 $ 57,174
PROPERTY TAX FUND
ASSETS
Cash and investments.........c.ooooevvieiii $ 100,134 $ 195,043 $ 211,201 $ 83,976
Taxes Receivable ..., - 112,022 112,022 -
Total ASSetS ....oocevcccceeieiiiecccceere e $ 100,134 $ 307,065 $ 323,223 $ 83,976
LIABILITIES
Due to Other Governmental Agencies:
State of WIiSCONSIN  ......oooviiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeee $ 304 $ 4,641 $ 4,589 $ 356
Milwaukee County .........ccoceeeeeiieeiciie e 63,551 119,218 130,148 52,621
Menomonee Falls School District ..........ccccceevvvvveinn. - 158 158 -
Milwaukee Area District Board of Vocational Technical
& Adult Education .......c.ccccoeeeiiiiiiiieeeeeeeeeeeee e 15,184 29,394 31,546 13,032
Milwaukee Metropolitan Sewerage District ............... 21,095 41,599 44,727 17,967
Washington County .......oocieiiiiiiiii e - 4 4 -
Waukesha County .......ccccoevecireiiiieeneee e - 27 27 -
Total Liabilities .......ccccceccvevccriinieciccceeeeeee e $ 100,134 $ 195,041 $ 211,199 $ 83,976
PAYROLL DEDUCTIONS FUND
ASSETS
Cash and investments...........ccccvvmemeiiininciiseeeneeeienscnnes $ 216 $ 1,095 $ 1,040 $ 271
LIABILITIES
Accounts payable ... $ 216 $ 1,095 $ 1,040 $ 271
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CITY OF MILWAUKEE Exhibit H-1 (Continued)
COMBINING SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)

Balance Balance
01-01-17 Additions Deductions 12-31-17
FEES, PENALTIES AND SALES TAX FUND
ASSETS
Cash and investments............cccocereeiiiniccineenne e $ 70 $ 2,829 $ 2,691 $ 208
LIABILITIES
ACCOUNtS PAYADIE ..o $ - $ 24 $ 24 $ -
Due to Other Governmental Agencies:
State of WiIsSconSin ....ooovvviiiiee e, 58 2,575 2,399 234
Milwaukee County ......ccoiiiiiiiii e 12 230 268 (26)
Total Liabilities ......cccceeevrreerrssrsseesssessssesssssessseeeas $ 70 $ 2,829 $ 2,691 $ 208
OTHER
ASSETS
Cash and investments............cccocemeeeiiiicccieeeie e $ 1,603 $ 15,339 $ 14,622 $ 2,320
LIABILITIES
Accounts payable .........cccccceereeieeeeessesseesesneesnessesenns $ 1,603 $ 15,339 $ 14,622 $ 2,320
TOTAL - ALL AGENCY FUNDS
ASSETS
Cash and iNVESIMENTS.........cooueeeeee e $ 256,177 $ 1,731,046 $ 1,843,274 $ 143,949
Receivables:
TAXKES it a e e - 393,191 393,191 -
Total ASSetS ......ccccccceeiieiiiiiiireere e $ 256,177 $ 2,124,237 $ 2,236,465 $ 143,949
LIABILITIES
Accounts payable ...........cocveieeeeeee e $ 1,819 $ 16,458 $ 15,686 $ 2,591
Due to other governmental agencies ............ccccccceeee. 254,358 1,714,586 1,827,586 141,358
Total Liabilities .......ccccccccvvevemrereriiiiceeree e $ 256,177 $1,731,044 $1,843,272 $ 143,949

See accompanying independent auditors' report.
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CITY OF MILWAUKEE

Exhibit I-1

COMBINED SCHEDULE OF DELINQUENT TAXES RECEIVABLE

DECEMBER 31, 2017
(Thousands of Dollars)

Real
Estate

Year Levied

2004 2006 .....oiueeieeieeaie et ettt et nee e enes $ 294
200 227
200 383
200 673
20 S 710
20 e S 973
20 1,726
20 1 T 2,805
20 S 4,801
20 9,378
0 21,881
Delinquent Taxes Receivable ..., $ 43,851
Add: Property taxes receivable on foreclosed property (A) .....

Total Delinquent Taxes Receivable ..........cc.ccccooiiiiiiiiiiiiiiiiciiee.

Less: Estimated uncollectible taxes ..........cccocieiiiiiiiiiii.

Net Delinquent Taxes Receivable .........ccccccmiiiiiiccceeiiencccceceees

Personal

Property Total
$ = $ 294
- 227
- 383
- 673
- 710
295 1,268
236 1,962
194 2,999
188 4,989
201 9,579
333 22,214
$ 1,447 45,298
47,926
93,224

(40,357)
$ 52,867

(A) Property taxes receivable on foreclosed property is valued at the cost of delinquent taxes and assessments on acquired property.

See accompanying independent auditors' report.

130




CITY OF MILWAUKEE

Exhibit I-2

COMBINED SCHEDULE OF CASH AND CASH EQUIVALENTS AND INVESTMENTS - PRIMARY GOVERNMENT

DECEMBER 31, 2017
(Thousands of Dollars)

Cash and Cash Equivalents:
Cash
Local Government Pooled - Investment Fund
Institutional Money Market Fund
Cash with Fiscal Agent

Total Cash and Cash Equivalents

Investments:

Municipal Bonds............uuveeiiiiiiiiiiiiiieiieieieeeenn.

Certificates of Deposit
Investment Portfolio
Other

Total Investments

Total Cash and Cash Equivalents and
Investments

Cash and Cash Equivalents and Investments -

Fund:
General
General Obligation Debt Service
Public Debt Amortization
Economic Development
Capital Projects
Nonmajor Governmental Funds
Water Works
Sewer Maintenance
Nonmajor Proprietary Funds
Other Employee Benefit Trusts
Private-Purpose Trusts
Agency Funds

Total Cash and Cash Equivalents and
Investments - Fund

$ 52,671

181,747

184,439
$ 443,421

13,568

2,300

78,507

3,654
98,029
$ 541,450

Restricted

Cash and Cash and

Cash Cash

Equivalents Investments Equivalents Total
$ 99,006 $ 93 $ - $ 99,099
61,812 - 15,247 77,059
15,449 16,953 - 32,402
79,886 - - 79,886
47,633 - - 47,633
2,157 - - 2,157
25,753 - 2,223 27,976
6,688 9,317 16,005
9,981 - - 9,981
1,642 - - 1,642
3,486 175 - 3,661
143,949 - - 143,949
$ 497,442 $ 17,221 $ 26,787 $ 541,450

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit I-3
DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2017
(Thousands of Dollars)
Finance Real
and Personal Property
Bridges Tax Receivables Fire
Year Principal Interest Principal Interest Principal Interest
2018 $ 4,181 $ 1,879 $14,707 $ 2,193 $ 2,188 $ 793
2019 4,070 1,913 8,567 1,708 2,168 743
2020 3,873 1,731 6,691 1,363 1,689 653
2021 6,775 1,496 5,921 1,070 2,158 564
2022 3,347 935 4,773 818 1,451 403
2023 3,294 778 3,863 606 1,224 340
2024 3,294 628 3,863 413 1,224 283
2025 3,514 478 2,111 264 1,354 225
2026 2,729 340 2,111 158 1,354 166
2027 2,454 231 2,111 53 1,052 117
2028 2173 146 - - 966 81
2029 1,601 80 - - 953 47
2030 1,011 34 - - 522 22
2031 433 10 - - 302 8
2032 109 2 - - 125 2
2033 - - - - - -
2034 - - - - - -
Totals 42,858 10,681 54,718 8,646 18,730 4,447
Total
Requirements $53,539 $63,364 $23,177
See accompanying independent auditors' report.
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Exhibit -3 (Continued)
Local
Improvement Projects/
Harbor Library Special Assessments
Principal Interest Principal Interest Principal Interest
$ 357 $ 137 $ 2,165 $ 956 $ 643 $ 181
353 121 2,151 983 619 155
326 107 2,096 901 597 132
324 93 3,512 794 597 107
292 79 1,983 524 596 84
286 66 1,958 447 597 60
282 54 1,891 366 597 36
287 42 1,830 284 597 12
249 30 1,673 207 - -
211 21 1,257 151 = -
146 15 1,210 114 - -
126 10 1,148 78 - -
115 6 1,082 42 o -
101 3 713 13 - -
48 1 73 - - -
3,503 785 24,742 5,860 4,843 767
$4,288 $30,602 $5.610
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CITY OF MILWAUKEE Exhibit I-3 (Continued)
DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2017
(Thousands of Dollars)
Playgrounds/
Municipal Expenses Parking Recreational Facilities
Year Principal Interest Principal Interest Principal Interest
2018 $62,565 $ 1,254 $ 1,262 $ 494 $ 856 $ 17
2019 665 868 1,193 512 844 133
2020 665 842 2,149 448 527 100
2021 4,952 730 1,065 257 337 82
2022 665 140 1,053 208 337 67
2023 666 112 956 164 337 53
2024 666 83 873 123 300 39
2025 665 54 743 87 276 27
2026 666 25 573 60 229 16
2027 218 5 442 38 128 10
2028 - - 345 23 68 7
2029 - - 264 13 67 5
2030 - - 157 6 67 3
2031 - - 83 2 67 1
2032 - - 16 - 10 -
2033 - - - - - -
2034 - - - - - -
Totals 72,393 4,113 11,174 2,435 4,450 714
Total
Requirements $76,506 $13,609 $5.164
See accompanying independent auditors' report.
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Exhibit -3 (Continued)

Police Public Buildings Schools
Principal Interest Principal Interest Principal Interest
$ 3,808 $ 1,658 $ 20,055 $ 5722 $ 5,746 $ 2,867
3,501 1,714 20,233 5,439 5,122 2,632
3,067 1,564 17,704 4,579 4,278 2,431
5,958 1,367 22,609 3,687 1,162 2,313
2,801 844 9,737 2,076 1,247 2,259
2,747 715 9,213 1,651 1,281 2,207
2,747 591 7,702 1,267 1,080 2,156
2,728 469 5,677 972 12,829 2,117
2,431 352 5,449 735 - 1,958
2,096 254 5,276 525 37,300 980
1,842 180 3,897 367 - -
1,590 120 3,897 239 - -
1,378 69 3,372 115 - -
968 31 1,738 32 - -
565 8 150 2 - -
38,227 9,936 136,709 27,408 70,045 21,920

$48,163 $164,117 $91,965
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CITY OF MILWAUKEE Exhibit I-3 (Continued)
DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2017
(Thousands of Dollars)
Sewer Maintenance Sewers Streets
Year Principal Interest Principal Interest Principal Interest
2018 $ 404 $ 1,137 $ 1,250 $ 119 $ 19,388 $10,426
2019 404 1,955 787 71 19,229 10,965
2020 11,904 1,820 731 33 18,931 10,095
2021 800 180 120 13 42,536 8,453
2022 800 140 120 8 17,142 4,792
2023 800 100 120 3 17,441 3,987
2024 800 60 1 - 17,335 3,187
2025 800 20 - - 16,317 2,430
2026 - - - - 15,132 1,725
2027 - - - - 12,520 1,145
2028 - - - - 9,325 752
2029 - - - - 7,915 467
2030 - - - - 5,636 245
2031 - - - - 3,956 92
2032 - - - - 1,105 18
2033 - - - - - -
2034 - - - - - -
Totals 16,712 5,412 3,129 247 223,908 58,779
Total
Requirements $22,124 $3.376 $282,687
See accompanying independent auditors' report.
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Exhibit -3 (Continued)
Tax Incremental Districts Urban Renewal Water

Principal Interest Principal Interest Principal Interest
$ 20,454 $ 7,970 $ 5,269 $ 1,481 $ 857 $ 353
20,620 7,022 5,330 1,351 859 309
21,020 6,076 5,177 1,165 835 267
18,422 5,204 5,781 970 835 226
16,562 4,451 4,589 705 835 184
15,201 3,764 4,041 562 835 142
14,574 3,135 4,011 424 835 101
14,924 2,509 3,912 287 820 59
12,366 1,934 2,039 183 775 19
12,282 1,438 813 133 - 1
9,641 1,019 802 105 - -

6,166 751 748 79 - -
5,641 569 669 55 = =
5,307 396 632 33 - -
5,482 223 632 11 - -
3,860 78 - = - -
610 10 - - - -
203,132 46,549 44,445 7,544 7,486 1,661

$249,681 $51,989 $9,147
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CITY OF MILWAUKEE
DEBT SERVICE REQUIREMENTS TO MATURITY -
GENERAL OBLIGATION BONDS AND NOTES
DECEMBER 31, 2017
(Thousands of Dollars)

Exhibit -3 (Continued)

Year
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033

2034

Totals

Total
Requirements

Total Requirements

Principal Interest
$ 166,155 $39,791
96,715 38,594
102,260 34,307
123,865 27,606
68,330 18,717
64,860 15,757
62,075 12,946
69,384 10,336
47,776 7,908
78,160 5,102
30,415 2,809
24,475 1,889
19,650 1,166
14,300 621
8,315 267
3,860 78
610 10
981,205 217,904
$1,199,109

See accompanying independent auditors' report.

138




This page left blank intentionally.

139



CITY OF MILWAUKEE Exhibit -4
DEBT SERVICE REQUIREMENTS TO MATURITY - WATER REVENUE
AND DISCLOSURE OF BOND COVERAGE
(Thousands of Dollars)

Total

Year Principal Interest Requirements
2018 3,126 938 4,064
2019 2,002 874 2,876
2020 2,034 830 2,864
2021 2,067 791 2,858
2022 2,100 750 2,850
2023 2,134 702 2,836
2024 2,168 649 2,817
2025 2,208 596 2,804
2026 2,243 542 2,785
2027 2,284 491 2,775
2028 2,326 443 2,769
2029 2,368 393 2,761
2030 2,410 339 2,749
2031 2,458 285 2,743
2032 2,507 229 2,736
2033 2,556 172 2,728
2034 2,226 117 2,343
2035 1,757 71 1,828
2036 1,791 27 1,818
2037 301 3 304
$ 43,066 $ 9,242 $ 52,308

Note: Water Revenue bond coverage on Series SDWL - 1, 2, 3, 4 and 5 for 2016 consisted of gross revenues
plus interest income in the amount of $97,910, less operating expenses (excluding depreciation but
including the payment in lieu of taxes) of $59,976. As a result, the net revenue available for debt service
was $37,934. Debt service requirements consisted of $2,878 for 2017. At the end of the year, bond

coverage computes to 13.18.

See accompanying independent auditors’ report.
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DEBT SERVICE REQUIREMENTS TO MATURITY - SEWERAGE SYSTEM REVENUE
AND DISCLOSURE OF BOND COVERAGE

CITY OF MILWAUKEE

(Thousands of Dollars)

Exhibit I-5

Year

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

2030

2031

2032

2033

2034

2035

2037

Note:

Revenue Bonds

State Loans (Revenue Bonds)

Principal Interest
7,855 6,508
8,245 6,112
8,650 5,690
9,075 5,246
9,115 4,791
9,560 4,324
7,450 3,898
7,825 3,525
8,220 3,139
8,615 2,760
9,000 2,397
9,400 2,017
9,805 1,633

10,200 1,260
7,860 941
8,145 677
5,845 454
6,020 277
6,205 93

$ 157,090 $ 55,742

Sewerage System Revenue Bonds coverage consisted of gross operating revenues plus interest
income in the amount of $65,275 less operating expenses (excluding depreciation) of $20,207. As a
result, the net revenue available for debt service was $45,068. Debt service requirements consisted

Total Requirements

Principal Interest
7,038 2,615
7,206 2,445
7,378 2,271
7,554 2,093
7,735 1,910
7,919 1,723
8,109 1,632
8,303 1,335
8,501 1,135
8,705 929
7,989 729
5,893 564
4,921 437
3,630 339
3,714 254
3,799 167
2,348 98
2,397 48
1,169 11

$ 114,308 $20,635

Principal Interest
14,893 9,123
15,451 8,557
16,028 7,961
16,629 7,339
16,850 6,701
17,479 6,047
15,559 5,430
16,128 4,860
16,721 4,274
17,320 3,689
16,989 3,126
15,293 2,581
14,726 2,070
13,830 1,599
11,574 1,195
11,944 844

8,193 552
8,417 325
7,374 104
$ 271,398 $76,377

of $22,838 for 2017. At the end of the year, bond coverage computes to 1.97.

See accompanying independent auditors' report.
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CITY OF MILWAUKEE

DECEMBER 31, 2017
(Thousands of Dollars)

SCHEDULE OF ACCOUNT BALANCES
CAPITAL PROJECTS BY PURPOSE

Exhibit 1-6

Special Fire Playgrounds
Bridges Projects Department Library & Recreation
ASSETS
Assets:
Cash and cash eqUIVAIENTS  .........cccceeeevierieeececeeeeeeee e $6,943 $ 862 $ - $ 390 $ 1,972
Receivables (net):
L= 5SS - 53 - - -
ACCOUNES <.ttt ettt e et et e e aae e ene e e ebee et e e anns - - - - -
Special ASSESSMENES  ....ccviiiiiiciie e - - - - -
Due from component UNIts ..........ccocoiiiiiiiiiiii e - - - - -
Due from other governmental agenci€s .........cccocevvreerieienieneseeseeenne 252 - - - -
Prepaid items ........... - - - -
Total Assets $ 915 $ - $ 390 $ 1,972
LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND FUND BALANCES
Liabilities:
ACCOUNES PAYADIE ..ot $1,843 $ 2 $ 18 $ 605 $ 329
ACCIUEA EXPENSES ..ttt ettt e et e beesaeeeeeas 14 1 - 7
Due to other funds ... - - 20 - -
Due to component UNItS ........coociiiiiiiiiiiiie e - - - - -
Due to other governmental agencies ..........ccccoooeeiiiiniiniieiiieneeseeeie 39 - - - -
Unearned revenue.................... e ebe e aaeas - - - - -
Advances from other funds ... s - - - - -
Total Liabilities  ......cooiiiieiieieceeeee e 1,896 3 38 605 336
Deferred Inflows of Resources:
Unavailable reVENUE ..........ccoiiiiiiiiie e 56 89 - - -
Fund Balances:
Nonspendable ... - - - - -
Restricted............. 5,243 823 - - 1,636
(g F= T o T =T SR - - (38) (215) -
Total Fund BalanCes .........ccecoouieiuiieiiie et 5,243 823 (38) (215) 1,636
Total Liabilities, Deferred Inflows and Fund Balances ............. $7,195 $ 915 $ - $ 390 $ 1,972

See accompanying independent auditors' report.
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Exhibit I-6 (Continued)

Tax

Police Public Urban Incremental Special
Department  Buildings Sewers Renewal Streets Districts Assessments Total
$ - $ 1,303 $ 1,294 $ 10,628 $ 4,594 $ 19,647 $ - $ 47,633
- 390 - 90 - - 533
- - - - 1,381 - - 1,381
- - - - - - 6,736 6,736
- - - 45 - - - 45
- - - - 15,837 - - 16,089
51 21 - - 1,029 2,581 - 3,682
$ 51 $ 1,714 $ 1,294 $ 10,763 $ 22,841 $ 22,228 $ 6,736 $ 76,099
$ 215 $ 2,016 $ 1 $ 720 $ 14,429 $ 23,497 $ 257 $ 43,932
1 17 - 6 224 1 - 271
2,860 - - - - - - 2,880
- = = 42 - 20 - 62
- - - - 151 - - 190
= = = = 256 = = 256
- - - - - - 5,832 5,832
3,076 2,033 1 768 15,060 23,518 6,089 53,423
- 650 - 195 7,610 - 6,118 14,718
51 21 - - 1,029 2,581 - 3,682
- - 1,293 9,800 - - - 18,795
(3,076) (990) - - (858) (3,871) (5,471) (14,519)
(3,025) (969) 1,293 9,800 171 (1,290) (5,471) 7,958
$ 51 $ 1,714 $ 1,294 $ 10,763 $ 22,841 $ 22,228 $ 6,736 $ 76,099
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CITY OF MILWAUKEE Exhibit I-7
SCHEDULE OF REVENUES , EXPENDITURES, AND CHANGES IN FUND BALANCE -
CAPITAL PROJECTS BY PURPOSE
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)

Special Fire Playgrounds
Bridges Projects Department Library & Recreation
Revenues:

Property taXxes ......ccccceeiiieiieece e $ - $ 50 $ - $ - $ -
Special Assessments ... - - - - -
Intergovernmental ... 727 - - - -
(0] (7= R - - - - 3,450
Total REVENUES  ......oooevvieieeiieeeeeeeeeeeee 727 50 - - 3,450

Expenditures:
Capital outlay .......cccoeviiiiiiieiee e 5,921 110 1,194 6,603 3,671

Excess (deficiency) of Revenues over

Expenditures ........cccccooiiiiiiiiieeee. (5,194) (60) (1,194) (6,603) (221)
Other Financing Sources (Uses):
General obligation bonds and notes issued .......... 4,646 89 1,213 1,765 703
Transfers iN ..o 192 - - - 22

Transfers out ........cocoeeeeeieeeiiiiiii - - - - -

Total Other Financing Sources and Uses ....... 4,838 89 1,213 1,765 725

Net Change in Fund Balance ....................... (356) 29 19 (4,838) 504

Fund Balance (Deficit) - Beginning ........cccceeeeeeennne 5,599 794 (57) 4,623 1,132
Fund Balance (Deficit) - Ending ......c.ccceceeceececnnen. $ 5,243 $ 823 $ (38 $ (215) $ 1,636

See accompanying independent auditors' report.
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Exhibit -7 (Continued)

Tax
Police Public Urban Incremental Special

Department Buildings Sewers Renewal Streets Districts Assessments Total
$ - $ 100 $ - $ 150 § - $ 2539 $ - $ 2,839
- - - - - - 2,019 2,019

- - - - 28,029 - - 28,756

- 351 - 646 305 3 - 4,755

- 451 - 796 28,334 2,542 2,019 38,369

5,892 21,738 - 7,656 68,479 48,708 2,298 172,270
(5,892) (21,287) - (6,860) (40,145) (46,166) (279) (133,901)

9,082 13,050 - 9,047 36,302 23,530 - 99,427

- - - - - 23,576 - 23,790
- - - - - (8,451) - (8,451)
9,082 13,050 - 9,047 36,302 38,655 - 114,766
3,190 (8,237) - 2,187 (3,843) (7,511) (279) (19,135)
(6,215) 7,268 1,293 7,613 4,014 6,221 (5,192) 27,093
$ (3,025) $ (969) $ 1,293 $ 9,800 $ 171 $ (1,290) $ (5.471) $ 7,958
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CITY OF MILWAUKEE Exhibit 1-8
GENERAL FUND
SCHEDULE OF REVENUES - BUDGET AND ACTUAL
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)

Variance -

Final Favorable
Budget Actual (Unfavorable)
Property Taxes:
(=Y 01 = $120,713 $ 112,793 $ (7,920)
Provision for Employees' Retirement ...............ccccociie. 77,982 77,982 -
Total Property Taxes ......ccccccvviiieeeiiiiciiiiieee e 198,695 190,775 (7,920)
Other Taxes:
Payment in lieu of taxes ........cccceeeviiiiiiiiiiiee e 1,254 1,376 122
Interest on city tax certificates and other taxes ....................... 1,763 2,419 656
Total Other TAXES  ....ooiiieiiieee e 3,017 3,795 778
Licenses and Permits:
Licenses:
Business and occupational ............ccccccciiiiiiiiiiiiie s 5,416 5,080 (336)
(0] {01 75 87 12
Permits:
BUIIAING oo 9,320 8,934 (386)
W4 o] 0113 T PRSP 353 363 10
OFhEI s 1,040 1,133 93
Total Licenses and Permits ........cccooovvvveeieeiiiiiiiiiiieeeeeeeeees 16,204 15,597 607
Intergovernmental:
State Shares Revenues:
State shared taxes .........ooooviieiiiiiiiee e 228,039 228,106 67
Local street aidS .......ooovveieiiiiiiiee e 26,840 26,809 (31)
Payment for municipal services ..........ccccccovieiiiiiiiiiiiiinennn. 2,100 2,105 5
(0] (o= 8,313 8,681 368
Total Intergovernmental ............ccccceveiiiiiiiiiieeeeee e 265,292 265,701 409
Charges for Services:
General goOVErNMENt  .......oooiiiiiiiiiiiiieee e 9,067 8,837 (230)
Public safety  ......ooooiiieeee e 26,224 23,382 (2,842)
PUDIIC WOTKS oot 83,636 83,344 (292)
Health ... 1,045 1,267 222
Culture and recreation ...........ccoeeiiiiiiiiiee e 1,088 1,024 (64)
Conservation and development .........ccccoeiiiiiiiiiiiiiiiiieeeeeeeees 10 19 9
Total Charges for ServiCes .........occovvviiiieiiiiciiiieeeee e 121,070 117,873 (3,197)
Fines and Forfeits:
Court and contract forfeitures ............cccccoeeeiiiiiiiiiiieeeee 3,703 3,271 (432)
OthEr - 85 85
Total Fines and Forfeits .........ccccoeeeiiiiiiiiiiicceeecceeeee e 3,703 3,356 347
Other:
Interest on temporary investments ............ccccciiiiiiiiiiiiiene. 885 1,412 527
MiISCEIIANEOUS  .....oeveiieiieeeeeee e 15,350 17,972 2,622
L0 =1 O 1 1= S 16,235 19,384 3,149
8 ] - 1 S $ 624,216 $ 616,481 $ (7,735)

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Exhibit I-9
GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
FOR THE YEAR ENDED DECEMBER 31, 2017
(Thousands of Dollars)
2017 Actual
Salaries Other Variance -
Final and Operating Favorable
Budget Wages Costs Equipment Total (Unfavorable)
General Government:
Administration ............ccccceeeiiinenn. $ 10,137 $ 6,125 $ 3,693 $ 302 $ 10,120 $ 17
Assessor's Office ......ccoceeeveeeeenn. 3,345 2,900 329 - 3,229 116
City Attorney ......cccooeevveeeeiiieeeens 16,599 4,833 11,554 31 16,418 181
City Treasurer ........cccccececveeeineenn. 56,237 1,461 54,554 8 56,023 214
Common Council - City Clerk ...... 7,457 5,786 1,464 63 7,313 144
Comptroller ........ccccevviiieeeiiieeens 21,367 3,256 17,977 92 21,325 42
Election Commission ................... 1,099 800 255 - 1,055 44
Employee Relations ................... 109,632 2,437 101,107 2 103,546 6,086
Employee's Retirement ............... 3,055 - 2,909 - 2,909 146
Interest Expense .......cccccvvveinnnee. 2,700 - 2,700 - 2,700 -
MaYOr  .oeeeeeeeeeeeeee e 1,015 949 44 - 993 22
Municipal Court ..........ccccccvvveennes 2,919 1,711 1,038 5 2,754 165
Zoning Appeals .......ccccoiiiiiiieenn. 273 202 20 - 222 51
Total General Government ....... 235,835 30,460 197,644 503 228,607 7,228
Public Safety:
Fire and Police Commission ........ 1,830 1,060 689 7 1,756 74
Fire Department .............ccccceee.. 83,871 77,071 5,491 1,294 83,856 15
Neighborhood Services ............... 14,864 10,918 3,422 117 14,457 407
Police Department ....................... 214,962 196,533 15,260 2,786 214,579 383
Total Public Safety ................... 315,527 285,582 24,862 4,204 314,648 879
Public Works:
General Officeé  ...ccoocvveeeeciieeene 2,188 1,969 218 1 2,188 -
Infrastructure .........ccoceeeiiiinen 31,499 17,200 14,188 100 31,488 11
Operations ........ccoccveeeeeeiiiiiiieen. 66,909 35,729 29,305 1,772 66,806 103
Total Public Works —................... 100,596 54,898 43,711 1,873 100,482 114
Health ... 10,277 7,453 2,787 5 10,245 32
Culture and Recreation:
Public Library .......cccccovviiveiienn. 17,945 12,512 3,271 2,142 17,925 20
Conservation and Development:
Department of City Development 4,601 3,224 1,355 - 4,579 22
JLIC 1 | R $ 684,781 $394,129 $ 273,630 $ 8,727 $ 676,486 $ 8,295
See accompanying independent auditors' report.
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Statistical Section (Unaudited)

The Statistical Section presents data to assist users of this report to
assess the economic condition of the City. The tables presented in this
section are intended to provide a broader and more complete
understanding of the City and its financial affairs than is possible from the
financial statements and supporting schedules presented in other
sections of this report. The five categories of information are as follows:

Financial Trends
These tables contain trend information to help the reader understand how
the City’s financial performance and well-being have changed over time.

Revenue Capacity
These tables contain information to help the reader assess the City’s
most significant local revenue source, the property tax.

Debt Capacity

These tables present information to help the reader assess the
affordability of the City’s current levels of outstanding debt and the City’s
ability to issue additional debt in the future.

Demographic and Economic Information

These tables offer demographic and economic indicators to help the
reader understand the environment within which the City’s activities take
place.

Operating Information

These tables contain service and infrastructure data to help the reader
understand how the information in the City’s financial report relates to the
services the City provides and the activities it performs.
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CITY OF MILWAUKEE Table 1
NET POSITION BY COMPONENT
LAST TEN YEARS
(Accrual Basis of Accounting) (Thousands of Dollars)
Fiscal Year
2008 2009 2010 2011 2012
Governmental activities
Net investment in capital assets............... $ 559,343 § 562,934 $§ 625372 $ 645,761 $ 686,492
Restricted .......cccoeviiiii 143,951 164,011 210,066 206,053 211,440
Unrestricted ........ooooeiieeniieeeeen (396,139) (478,822) (562,424) (614,761) (616,111)
Total governmental activities net position 307,155 248,123 273,014 237,053 281,821
Business-type activities
Net investment in capital assets............... 607,122 650,478 619,758 618,625 623,909
Restricted .......ccooevviiieii 10,935 11,159 11,422 15,034 -
Unrestricted  ......ccceieeeeii, 47,065 19,392 45,625 58,195 87,435
Total business-type activities net position 665,122 681,029 676,805 691,854 711,344
Primary government
Net investment in capital assets............... 1,166,465 1,213,412 1,245,130 1,264,386 1,310,401
Restricted ..o 154,886 175,170 221,488 221,087 211,440
Unrestricted ........oooveieeniieeeeeen (349,074) (459,430) (516,799) (556,566) (528,676)
Total primary government net position ...... $§ 972277 $ 929152 $ 949,819 § 928907 $§ 993,165
Fiscal Year
2013 2014 2015 2016 2017
Governmental activities
Net investment in capital assets............... $ 706,111 $ 748,374 $ 769,340 $ 816,916 $ 834,777
Restricted 216,314 211,316 209,116 176,923 169,785
Unrestricted (723,716) (745,740) (739,204) (856,449) (1,083,242)
Total governmental activities net position 198,709 213,950 239,252 137,390 (78,680)
Business-type activities
Net investment in capital assets............... 648,594 669,428 675,510 684,085 734,161
Restricted ......ooooeiiiiiii, 770 930 1,174 1,229 2,209
Unrestricted  ......cccooviiieiiiiiee s 74,764 57,112 68,134 74,720 59,824
Total business-type activities net position 724,128 727,470 744,818 760,034 796,194
Primary government
Net investment in capital assets............... 1,354,705 1,417,802 1,444,850 1,501,001 1,568,938
Restricted 217,084 212,246 210,290 178,152 171,994
Unrestricted (648,952) (688,628) (671,070) (781,729) (1,023,418)
Total primary government net position ...... $ 922837 $ 941420 $§ 984,070 $ 897,424 $ 717,514
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CITY OF MILWAUKEE
CHANGES IN NET POSITION
LAST TEN YEARS
(Accrual Basis of Accounting) (Thousands of Dollars)

Table 2

Fiscal Year

2008 2009 2010 2011
Expenses
Governmental Activities
General governMENt .......cc.ccoveeieeeeieieeee e $ 208,608 $ 207,504 $ 259,420 $ 245,191
Public safety 314,935 331,409 326,366 326,879
Public works 174,629 167,983 168,699 166,787
Health ......ccccooeviiiiie, 20,830 22,995 23,360 21,137
Culture and recreation ..................... 20,639 22,901 21,075 19,864
Conservation and development 61,693 50,683 66,758 67,171
Capital contribution to Milwaukee Public
SChOOIS oo 6,474 5,153 91,161 4,386
Contributions ... 22177 21,026 23,321 23,382
Interest on long-term debt ... 28,368 23,985 26,467 28,047
Total Governmental Activities Expenses............ 858,353 853,639 1,006,627 902,844
Business-type Activities
Water ..o 64,562 67,946 67,966 69,196
Sewer Maintenance ..........cocooeeiiiiieeeieieiieeeens 29,167 34,847 41,188 40,813
Parking ..o 25,078 24,659 25,450 25,267
Other activities  ........ccccovviiiiiie e 44,401 48,356 51,761 46,780
Total Business-type Activities ...........cccccvveneee 163,208 175,808 186,365 182,056
Total Primary Government Expenses ............. 1,021,561 1,029,447 1,192,992 1,084,900
Program Revenues
Governmental activities
Charges for services
General government .........cccccciiiiiiiiiiiiiiee e 12,589 9,011 9,931 10,148
Public safety ... 17,998 16,649 16,202 19,049
Public WOrKS  ....ooiiiiii e 53,348 62,553 68,135 71,348
Health ..o 644 1,078 1,071 1,297
Culture and recreation ..........ccccooiiiiiiiiieiiiiii, 1,443 1,482 1,504 1,239
Conservation and development ...............cccceeee 388 284 303 412
Grants and contributions ...........cccccevvviiiiiiiiiiinnns 77,032 73,694 152,757 105,422
Total Governmental Activities
Program Revenues...........ccccccooiiiiiiiiiaeniiiins 163,442 164,751 249,903 208,915
Business-type Activities
Charges for services
Water ..o 73,731 73,132 73,473 84,394
Sewer Maintenance ...........ccooeviiiiiiiiei i 40,724 48,199 52,046 51,788
Parking ..o 43,961 42,245 47,477 44,148
Other activitiesS  .......ococveiiieiiiiiiieeeee e, 45,096 49,456 53,143 52,796
Capital grants and contributions ................c........ 10,203 18,674 3,094 4,393
Total Business-type Activities
Program Revenues..........ccccccoiiiiiieiieeiiiiins 213,715 231,706 229,233 237,519
Total Primary Government
Program Revenues ...........cccccciiiiiiii, 377,157 396,457 479,136 446,434
Net (Expense)/Revenue
Governmental ActivitiesS ..........ococcciiieeiiiiiiiiiee. (694,911) (688,888) (756,724) (693,929)
Business-type Activities .........ccoccciiiiiiiiiiiiiiiiee. 50,507 55,898 42,868 55,463
Total primary government net expense ........... $(644,404) $(632,990) $(713,856) $(638,466)

See accompanying independent auditors' report.
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Table 2 (continued)

Fiscal Year
2012 2013 2014 2015 2016 2017
$ 221,740 $ 305,744 $ 251,538 $ 204,691 $ 255,177 $ 274,652
328,677 320,317 315,952 399,620 423,903 485,016
158,527 169,250 170,054 182,340 174,470 206,205
22,020 19,743 18,852 20,249 21,594 23,655
20,512 20,348 21,503 25,315 24,375 28,193
56,872 45,605 57,617 88,252 77,670 65,175
4,853 278 - - - -
22,803 22,331 24,001 - - -
31,105 28,275 23,105 24,749 25,109 22,097
867,109 931,891 882,622 945,216 1,002,298 1,104,993
66,571 68,728 72,540 72,141 73,620 70,219
41,430 44,795 46,840 49,661 53,002 59,823
26,101 24,248 24,053 25,233 25,005 25,287
47,744 47,592 48,382 50,855 52,577 54,423
181,846 185,363 191,815 197,890 204,204 209,752
1,048,955 1,117,254 1,074,437 1,143,106 1,206,502 1,314,745
10,428 10,131 10,344 31,100 27,733 27,180
20,785 23,759 23,833 26,711 25,438 23,382
74,168 75,968 78,520 81,325 80,352 83,344
1,101 877 923 1,081 1,164 1,267
1,239 1,137 1,114 1,092 1,057 1,024
469 9 9 9 10 19
118,869 77,283 104,073 70,122 89,457 44,568
227,059 189,164 218,816 211,440 225,211 180,784
88,122 85,034 88,013 96,687 97,850 97,833
54,956 57,270 59,121 60,695 62,954 65,141
42,730 43,256 41,411 42,532 38,286 37,557
54,288 48,920 47,457 51,129 53,541 55,958
5,133 3,852 799 2,740 4,965 26,066
245,229 238,332 236,801 253,783 257,596 282,555
459,481 427,496 455,617 465,223 482,807 463,339
(640,050) (742,727) (663,806) (733,776) (777,087) (924,209)
63,383 52,969 44,986 55,893 53,392 72,803
$(576,667) $ (689,758) $(618,820) $(677,883) $ (723,695) $(851,406)
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CITY OF MILWAUKEE Table 2 (continued)
CHANGES IN NET POSITION
LAST TEN YEARS
(Accrual Basis of Accounting) (Thousands of Dollars)

Fiscal Year

2008 2009 2010 2011
General Revenues and Other Changes in Net Position
Governmental Activities
TAXES ittt $ 257,210 $ 270,191 $ 283,442 $ 276,168
State aids for General Fund 271,100 272,337 270,939 273,240
Miscellaneous .........ccccccoceeueneee 61,949 47,217 179,057 64,214
Transfers ......... 38,052 40,111 48,177 44,346
Total Governmental Activities ........ccccccoceiiiiiiiiennen. 628,311 629,856 781,615 657,968
Business-type Activities
MiISCEllanN@OoUS  ........eeeeeeeeeeeeeee e 979 120 1,085 3,932
TranSfers ..o (38,052) (40,111) (48,177) (44,346)
Total Business-type Activities .........ccccoceeiieniieninnnen. (37,073) (39,991) (47,092) (40,414)
Total Primary Government ..........cccovoveiieiieseeene 591,238 589,865 734,523 617,554
Change in Net Position
Governmental ACtiVIties ........ccocveieriiiiiiininec e (60,577) (126,868) 87,686 (35,961)
Business-type ActiVities ........ccccooiiiiiniiii 18,825 2,877 8,371 15,049
Total Primary Government —.........cccccoceeeveeeeesesieenne. $ (41,752) $ (123,991) $ 96,057 $ (20,912)

See accompanying independent auditors' report.
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Table 2 (continued)

Fiscal Year
2012 2013 2014 2015 2016 2017
$ 279,588 $ 276,193 $ 284,664 $ 287,602 $ 286,513 $ 307,828
260,141 259,735 260,886 263,350 265,191 265,700
81,153 82,059 88,718 89,487 83,919 97,757
44,643 41,628 43,115 43,038 39,602 36,854
665,525 659,615 677,383 683,477 675,225 708,139
750 1,443 1,471 1,709 1,426 211
(44,643) (41,628) (43,115) (43,038) (39,602) (36,854)
(43,893) (40,185) (41,644) (41,329) (38,176) (36,643)
621,632 619,430 635,739 642,148 637,049 671,496
25,475 (83,112) 15,241 (50,299) (101,862) (216,070)
19,490 12,784 3,342 14,564 15,216 36,160
$ 44,965 $ (70,328) $ 18,583 $ (35,735) $ (86,646) $ (179,910)

157



CITY OF MILWAUKEE Table 3
CHANGES IN FUND BALANCES, GOVERNMENTAL FUNDS
LAST TEN YEARS
(Modified Accrual Basis of Accounting) (Thousands of Dollars)
Fiscal Year
2008 2009 2010 2011
Revenues:
Property taxes ... $ 227,637 $ 238,832 $ 247,956 $ 242,631
Other taxeS ....oeiiieiiieiiee e 27,746 30,291 34,109 30,706
Special assessments 3,631 2,418 3,421 3,163
Licenses and permits 12,918 12,186 12,948 13,289
Intergovernmental ... 333,345 332,138 344,929 360,287
Charges for services 88,224 93,498 200,461 188,312
Fines and forfeits ......covuuveeiiieeieeeeeeeeeeeeennn 5,277 4,802 5,422 5,076
Contributions received 21,532 21,300 23,005 24,021
Other .o 33,563 40,682 49,541 38,483
Total REVENUES  ......ooiiiiiiiieiieeceeee e 753,873 776,147 921,792 905,968
Expenditures:
Current:
General government .........cccocceeiiieiiieiie e 224,444 227,325 281,978 259,089
Public safety ........ccoiiiiiiii 279,934 290,535 287,815 283,282
Public works 109,196 101,118 101,681 103,585
Health ..o, 20,748 21,867 22,343 20,129
Culture and recreation ..............cooeeeeeeen.n. 18,858 19,654 18,046 18,124
Conservation and development 31,796 28,298 35,468 41,459
Capital outlay .......cccoeiiiiii e 114,825 98,003 240,480 96,870
Debt Service:
Principal retirement ............ccoooiiii i 181,102 205,228 333,780 331,960
Interest ..o e 33,637 31,941 33,305 37,184
Bond issuance costs ........cccceiiiiiiiiiiiie e 147 463 1,314 1,040
Total Expenditures ........ccccceviieiiiiiiieieeiie e 1,014,687 1,024,432 1,356,210 1,192,722
Excess (deficiency) of Revenues over
Expenditures .........cccoviiiiiiiiiiee e (260,814) (248,285) (434,418) (286,754)
Other Financing Sources (Uses):
General obligation bonds and
NOLES ISSUEA  ..oeeiieciieceece e 237,368 227,525 415,291 231,652
Refunding bonds issued ..........ccccoeiiiiiiiiiiiieeee - 66,585 94,420 80,648
Payment to escrow agent on advance refundings .. - - - -
Payment - current refunding .........ccccooioiiiiiniiiee - (71,800) (106,500) (41,949)
Loans receivable activities ... (518) (250) (293) (8,783)
ISsuanNCe Premium  .......oeoeeeeiieieee e 3,694 9,437 21,632 17,079
Capital [ease ... - - - -
Transfers in ..o 201,073 196,930 253,412 195,101
Transfers OUt ........ccooiiiiiie i (163,021) (156,819) (205,235) (150,755)
Total Other Financing Sources and Uses............. 278,596 271,608 472,727 322,993
Special Item:
Receipt of loans receivable ............ccccoeeiieiiiiinennns - - - -
Net Change in Fund Balances ....................... $§ 17,782 $ 23,323 $ 38,309 $ 36,239
Debt service as a percentage of
noncapital expenditures ............ccccoceiiiiiiiiiiie. 20.7% 22.5% 29.5% 32.7%

See accompanying independent auditors' report.
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Table 3 (Continued)

Fiscal Year
2012 2013 2014 2015 2016 2017

$ 244,038 $ 245,254 $ 250,036 $ 253,815 252,986 $ 299,552
34,172 31,156 34,475 32,861 34,921 6,699
2,344 1,986 1,945 4,666 1,945 2,019
14,410 15,030 16,063 16,629 16,767 15,597
346,116 329,892 317,987 322,763 323,161 338,615
115,901 116,813 131,147 154,402 147,480 156,785
5,042 4,492 4,587 4,110 3,534 3,357
21,826 21,871 23,752 2,588 2,378 3,022
43,575 38,577 52,464 42,188 43,477 36,054
827,424 805,071 832,456 834,022 826,649 861,700
235,936 322,431 268,263 254,168 248,581 253,638
291,787 287,330 283,599 307,185 334,411 326,962
96,991 102,657 106,779 103,512 107,649 103,324
20,963 18,821 18,088 18,014 19,688 20,182
18,565 18,560 19,330 20,190 21,128 21,168
42,366 30,616 32,583 29,178 28,565 28,717
87,429 98,913 139,898 155,227 139,236 172,270
417,107 531,243 385,884 414,499 442,671 259,911
37,992 36,887 37,322 36,606 36,889 40,366
933 755 447 1,180 1,305 329
1,250,069 1,448,213 1,292,193 1,339,759 1,380,123 1,226,867
(422,645) (643,142) (459,737) (505,737) (553,474) (365,167)
301,084 410,945 332,444 380,522 266,452 176,997
189,590 182,341 41,216 106,316 196,659 76,243
(63,884) - - - - -
(34,134) - - - - -
2,317 635 (2,506) (4,972) (1,587) (1,876)
21,038 14,345 12,783 12,645 15,956 23,601
198,576 230,452 235,824 214,406 138,397 229,508
(153,933) (188,824) (192,709) (171,368) (98,795) (192,654)
460,654 649,894 427,052 537,549 517,082 311,819
$ 38,009 $ 6,752 $ (32,685) $ 31,812 (36,392) $  (53,348)
38.7% 41.0% 36.9% 36.9% 38.7% 27.3%

159



CITY OF MILWAUKEE
FUND BALANCES, GOVERNMENTAL FUNDS
LAST TEN YEARS
(Modified Accrual Basis of Accounting) (Thousands of Dollars)

Table 4

Fiscal Year

2008 2009 2010 2011 2012
General Fund
Reserved ... $ 73,007 $ 71,356 $ 59,626
All Other Governmental Funds
Reserved ........ccooceveieeeeeieeeeeeeeee e $ 154,448 $ 177,820 $ 232,790
Unreserved, reported in:
Capital projects funds ..........cccccoeeeeene (39,071) (38,776) (27,931)
Nonmajor governmental funds ........... 14,469 15,776 -
Total all other governmental funds  ........... $ 129,846 $ 154,820 $ 204,859
General Fund
Nonspendable ..........c.cccooeeieiiiinn. $ 15,044 $ 15,721
Restricted............ - -
Committed.... 2,995 1,835
Assigned ..... 26,778 35,915
Unassigned..........ccoceeieinieniieniienieens 27,169 52,319
Total General Fund........c.ocoveeeeeeeeeeeeeeeen, $ 71,986 $ 105,790
All Other Governmental Funds
Nonspendable .............ccccccoeeeiiiiennn, $ 886 $ 565
Restricted..........ccoovveeeiiiiiieeeeeen 5,855 9,774
Committed.... 223,000 227,769
Assigned .. - -
Unassigned..........cccooeerieeneennenne (1,003) (5,165)
Total all other governmental funds ........... $ 228,738 $ 232,943
Fiscal Year
2013 2014 2015 2016 2017
General Fund
Nonspendable .............cccceoveviveeniennn. $ 15,389 $ 17,301 $ 17,094 $ 16,127 $ 18,401
Restricted.........ococeviiieiiieieeeeees - - - - -
Committed.... 1,741 1,587 2,035 2,266 3,444
ASSIgNEd ....ooiiiiiee e 43,172 44,150 46,404 38,802 37,281
Unassigned..........cooeveiiiieieneeee, 43,232 50,006 61,715 50,737 38,350
Total General Fund... $ 103,534 $ 113,044 $ 127,248 $ 107,932 $ 97,476
All Other Governmental Funds
Nonspendable ...........ccccovovvviieiinnen. $ 254 $ - $ - $ 7 $ 3,684
Restricted..... 230,642 214,932 227,376 215,480 188,578
Committed.... 21,249 8,489 5,264 - -
ASSIgNEd ....ooiiiiiii - - - - -
Unassigned.........cccoeoeeeeeeieenieeeeeens (10,194) (23,665) (15,276) (15,199) (34,866)
Total all other governmental funds ........... $ 241,951 $ 199,756 $ 217,364 $ 200,288 $ 157,396

See accompanying independent auditors' report.

Note: The City began to implement GASB Statement No. 54 in 2011 which changes the Fund Balance classifications .
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CITY OF MILWAUKEE

ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY

LAST TEN YEARS
(Thousands of Dollars)

Table 5

Budget
Year
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Budget
Year
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Source:

Real Estate
Residential Commercial Manufacturing
Property Property Property
$ 18,211,504 $ 8,498,283 $ 740,265
$ 18,753,915 $ 8,950,205 $ 726,692
$ 19,173,233 $ 9,483,547 $ 772,960
$ 17,743,825 $ 9,485,580 $ 732,008
$ 17,156,627 $ 9,202,213 $ 732,280
$ 17,069,535 $ 9,191,349 $ 746,955
$ 14,750,295 $ 8,992,762 $ 707,124
$ 14,265,491 $ 9,195,174 $ 709,328
$ 14,198,159 $ 9,178,216 $ 707,901
$ 14,254,964 $ 9,430,293 $ 726,810
$ 14,438,034 $ 9,964,809 $ 765,075

The Assessed Values are established by the City of Milwaukee Assessor's Office and are used to calculate property taxes.
The Estimated Actual (Equalized) Values are provided by the State Supervisor of Assessments. State law requires all

Total Taxable
Assessed
Value
28,354,952
29,374,373
30,431,675
28,944,573
28,048,464
27,917,642
25,322,101
25,034,158
25,024,542
25,262,963
25,974,258

P B H H H & H H H B H

Total
Direct
Tax
Rate
$7.99
$8.00
$8.09
$8.89
$9.12
$9.25
$10.25
$10.58
$10.71
$10.61
$10.75

Personal Property

Machinery
Tools

Patterns
212,808
220,073
219,741
211,075
219,340
214,901
214,694
216,866
293,288
215,006
209,206

P P P P P P P L L L &P

Furniture

Fixtures &

Equipment
577,964
578,674
631,263
632,652
605,115
571,664
538,278
525,387
424,803
430,290
427,626

@h P P P P P A A A A P

Estimated
Actual
Taxable
Value
30,226,985
31,887,192
32,257,525
31,266,329
29,520,783
27,954,670
26,421,932
26,089,611
26,138,108
25,980,470
27,042,047

€ hH hH N H H H H & B H

assessments to be within 10% of the equalized value ratio at least once every four year period.

See accompanying independent auditors' report.

All Other

$
$
$
$
$
$
$
$
$
$
$

114,128
144,790
150,908
139,433
132,890
123,239
118,947
121,913
222,175
205,599
205,720

Ratio of

Total

Assessed

to Total

Estimated

Actual
Value
93.8%
92.1%
94.4%
92.6%
95.0%
99.9%
95.8%
60.0%
95.7%
97.2%
96.1%
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CITY OF MILWAUKEE Table 6

DIRECT AND OVERLAPPING PROPERTY TAX RATES

LAST TEN YEARS
(Rate per $1,000 of assessed value)

City Direct Rates (A)
City of Milwaukee
Allocation of Debt Service
incurred for Schools

Total Direct Rate

Overlapping Rates (B)
Milwaukee School Board
Less: allocation of Debt Service
in City rate
Total School Rate

Milwaukee Area District Board
of Vocational, Technical and
Adult Education

County of Milwaukee

State of Wisconsin

Milwaukee Metropolitan
Sewerage District

Total Tax Rate (C)

Budget Year

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
$ 746 $ 759 $ 842 §$ 867 $ 886 $ 9.87 $10.23 $10.42 $10.29 $10.47

0.55 0.50 0.47 0.45 0.39 0.38 0.35 0.29 0.32 0.28
8.01 8.09 8.89 9.12 925 1025 1058  10.71 10.61 10.75

7.96 8.75 9.41 9.49 969 1073 10.86 10.93  10.52 9.61

(0.55) _(0.50) _(0.47) _(0.45) _(0.39) _(0.38) _ (0.35) _(0.29) _ (0.32) _ (0.28)

7.41 8.25 8.94 9.04 9.30 10.35 10.51 10.64 10.20 9.33

1.92 1.94 2.06 2.02 1.95 2.21 2.22 1.33 1.29 1.31
4.22 4.20 4.48 4.69 4.72 5.26 5.35 5.33 5.28 5.31
0.19 0.18 0.18 0.18 0.17 0.18 0.18 0.17 0.18 0.18

1.39 1.37 1.43 1.52 1.51 1.70 1.78 1.79 1.79 1.82

$23.14 $24.03 $2598 $26.57 $26.90 $29.95 $30.62 $29.97 $29.35 $28.70

(A) State law prohibits the City from increasing its base levy in any year by more than the percentage change in the
equalized value due to net new construction.

(B) Overlapping rates are those of local and county governments that apply to property owners within the City of Milwaukee.

(C) Tax rates were constructed considering the provision of the tax incremental district law. The application of these rates to the
applicable assessed values will provide a tax yield higher than the levy.

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 7
PRINCIPAL PROPERTY TAXPAYERS
Current Year and Nine Years Ago
(Thousands of Dollars)
2017 2008
Percentage Percentage
of Total of Total
A d A d A d A d
Taxpayer Type of Business Valuation  Valuation Valuation  Valuation
Northwestern Mutual Life Insurance Company Insurance $ 358,882 1.38 % $ 203,882 .67 %
U. S. Bank Banking 220,019 .84 256,738 .84
Mandel Group Real Estate 179,873 .69
Juneau Village/Prospect Tower/Katz Propertie: Real Estate 124,350 .48
Metropolitan Associates Real Estate 106,387 41 101,765 .33
Forest County Potawatomi Community Real Estate 101,536 .39
Jackson Street Holdings Real Estate 98,785 .38
Marcus Corp./Mil. City Center/Pfister Hotels/Motels/Restaurants 92,772 .36 125,713 41
NNN 411 East Wisconsin LLC Real Estate 92,372 .35 94,840 .31
Irgens Real Estate 86,019 .33
Crichton-Hauk/Shoreline/Juneau Village Real Estate 92,662 .30
Towne Realty Real Estate 85,806 .28
M&I Marshall & lisley Bank/Metavente Corp.  Banking 84,575 .28
EC Milwaukee Joint Venture Real Estate 73,122 .24
Geneva Exchange Fund Real Estate 69,755 .23
$ 1,460,995 5.60 % $1,188,858 3.89 %

Source: City of Milwaukee Assessor's Office

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 8
PROPERTY TAX LEVIES AND COLLECTIONS
LAST TEN YEARS

(Thousands of Dollars)

Taxes Collected for the Levy Collections

Levied Levy Year (B) Purchased Total

for the Purchased Percent Delinquents Adjusted Total Collections to Date

Fiscal Year and Total Current Original Original Levy in Percentage

Budget (Original Adjustments  Adjusted Tax Levy Levy Year Subsequent of Adjusted
Year Levy) (A) Levy Collections Collected (C) Years Amount Levy
2008 286,180 39,552 325,732 277,115 96.83 23,945 24,444 325,505 99.93
2009 276,186 32,295 308,481 265,691 96.20 18,017 24,389 308,097 99.88
2010 291,943 28,887 320,830 281,196 96.32 16,482 22,480 320,158 99.79
2011 295,967 28,167 324,134 284,691 96.19 16,049 22,683 323,423 99.78
2012 301,051 25,133 326,184 288,749 95.91 13,596 22,571 324,916 99.61
2013 304,700 24,844 329,544 293,489 96.32 16,237 17,855 327,582 99.40
2014 307,246 22,580 329,826 296,107 96.37 13,875 16,845 326,826 99.09
2015 312,216 19,925 332,141 302,084 96.76 12,471 12,597 327,152 98.50
2016 312,091 21,475 333,566 302,628 96.97 10,907 10,451 323,986 97.13
2017 318,887 27,216 346,103 309,038 96.92 14,830 - 323,868 93.58
(A) This column includes adjustments. The City purchases delinquent taxes from the other units (Milwaukee County, Metropolitan Sewerage District, State,

Milwaukee Area Technical College and Milwaukee Public Schools).

(B) Tax collections begin in December for the succeeding Budget Year
(C) Collections of (A) in the year purchased.
(D) State law limits levy increases to 2% of economic development for general city purposes.

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 9
RATIOS OF OUTSTANDING DEBT BY TYPE
LAST TEN YEARS
(Dollars in Thousands, except per capita)
Governmental Activities
General Less: Estimated Percentage
Obligation Amounts Actual of Total
Bonds Available Taxable Taxable
and in Debt Value of Value of Per
Year Notes Service Funds Total Property Property Capita
2008 $ 725,670 $ 59,849 $ 665,821 $ 31,887,192 2.09% $1,126.85
2009 742,752 68,241 674,511 32,257,525 2.09% 1,154.98
2010 812,183 63,116 749,067 31,266,329 2.40% 1,259.29
2011 825,574 67,264 758,310 29,520,783 2.57% 1,272.33
2012 785,867 67,971 717,896 27,954,670 2.57% 1,206.55
2013 822,046 178,068 643,978 26,421,932 2.44% 1,081.41
2014 814,522 174,865 639,657 26,089,611 2.45% 1,074.15
2015 848,259 174,839 673,420 26,138,108 2.58% 1,130.28
2016 949,001 143,918 805,083 25,980,470 3.10% 1,353.99
2017 942,330 138,682 803,648 27,042,047 2.97% 1,359.58
Business-Type Activities
General
Obligation State Percentage
Bonds Loans Total of

and Revenue (Revenue Primary Personal Per
Year Notes Bonds Bonds) Government Income (A) Capita (A)
2008 $ 34,970 $ 61,170 $ 49,653 $ 811,614 2.31% $1,373.59
2009 36,803 57,515 48,002 816,831 2.30% 1,389.68
2010 82,002 53,737 80,724 965,530 2.69% 1,622.74
2011 88,956 74,815 80,513 1,002,594 2.71% 1,622.74
2012 43,318 65,579 77,083 903,876 2.33% 1,519.12
2013 39,334 98,871 82,736 864,919 2.21% 1,446.90
2014 35,247 94,624 92,100 861,628 217% 1,525.16
2015 31,822 95,459 107,533 908,234 2.20% 1,928.37
2016 52,139 190,086 101,612 1,148,920 2.78% 1,932.26
2017 38,875 200,156 114,308 1,156,987 Not Available 1,957.35

Note: Details regarding the City's outstanding debt can be found in the notes to the financial statements and in the

Miscellaneous Financial Data Section.
(A) See Table 13 for personal income and population data

See accompanying independent auditors' report.
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CITY OF MILWAUKEE
LEGAL DEBT MARGIN INFORMATION
Last Ten Fiscal Years

Table 10

(Thousand of Dollars)
Fiscal Year
2008 2009 2010 2011 2012
Debt limit ... $ 2,232,103 $ 2,258,027 $ 2,188,643 $ 2,066,455 $ 1,956,827
Total net debt applicable to limit ....... 689,401 698,775 805,660 789,308 695,488
Legal debt margin ..........ccocceiiienen. $ 1,542,702 $ 1,559,252 $ 1,382,983 $1,277,147 $ 1,261,339
Total net debt applicable to the
limit as a percentage of debt limit 30.89% 30.95% 36.81% 36.82% 35.54%
Fiscal Year
2013 2014 2015 2016 2017
Debt limit ..o $ 1,849,535 $ 1,826,273 $ 1,829,668 $ 1,818,633 $ 1,892,943
Total net debt applicable to limit ....... 683,312 696,614 622,044 857,223 905,647
Legal debt margin ........ccceceviieenen. $ 1,166,223 $ 1,129,659 $ 1,207,624 $ 961,410 $ 987,296
Total net debt applicable to the
limit as a percentage of debt limit ... 36.95% 38.14% 34.00% 47.14% 47.84%
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CITY OF MILWAUKEE Table 10 (continued)
LEGAL DEBT MARGIN INFORMATION

Last Ten Fiscal Years

(Thousand of Dollars)

(A)

(B)

Note:

Legal Debt Margin Calculation for Fiscal Year 2017

ASSESSEA VAIUE ..o e et e e e ettt et e e et e e e e e e e e e e e e e ——aaans $ 25,974,258

=0 U= = To I = L5 = S 27,042,046

Debt Limit 7% of EQUAliZEd ValIUE  .......eeiiieieeeeeee e e 1,892,943

Amount of Debt Applicable to Debt Limit:
General Obligation bonds ..........cccceeviiieeiiiieece, 328,227
General Obligation Nnotes ........ccccceeeviiieeiiiieeee. 677,226
Parking bonds and notes ..........ccccoeiiiiiiiiiiic i 11,174
Harbor bonds and notes .......ccccoeeeeieeiiieiiiiiieeeeeee. 3,503
Water Works bonds  .........c..ccoeeennnnenn. 7,487
Sewer Maintenance bonds and notes 16,712
Total DEDt ..ooovviiiiiiiiiicciee e 1,044,329

Deduct:
Assets in Debt Service Funds  .......ccccccccvvviniinnnnnne. 138,682

Total Amount of Debt Applicable to Debt Limit 905,647

Legal Debt Margin ........cccoceiiiiiiiiiiicic e $ 987,296

The Water Revenue Bonds, Sewer Revenue Bonds and clean water loans are payable only from the income and
revenues derived from the operations of the water system and sewer system, respectively. These bonds do not constitute
an indebtedness of the City within the meaning of any constitutional or statutory debt limitation or provision.

Extendable Municipal Commercial Paper does not represent or constitute a debt of the City within the meaning of any
constitutional or statutory limitation.

State Statutes (67.03 and 119.49) limit direct general obligation borrowing in the amount equivalent to 7% of the equalized
valuation of taxable property. However, it may be reduced in any year by the amount of any surplus money in the debt
service fund. 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. The legal debt margin as of December 31, 2017 was $540,841 for school purposes and $446,445 for general
purposes.

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 11
COMPUTATION OF DIRECT AND OVERLAPPING DEBT
December 31, 2017
(Thousands of Dollars)

Percentage City of
Applicable Milwaukee's
Net Debt to City of Share of
Name of Government Unit Outstanding Milwaukee (C) Debt
Debt Repaid with property taxes
Direct Debt:
City Of MIlwWauKEe (A)  .eoeeiiieeeie e e $ 905,647 100% $ 905,647
Overlapping Debt:
Milwaukee Area Technical College District ..........cccccevviiieeiiiieenne 105,455 35.00 36,909
County of MIlWAUKEE  .......cuuiiiiiiiiie e 606,788 43.78 265,652
Milwaukee Metropolitan Sewerage Area (B) ......ccccccceveiiiieeeiniiieennns 880,193 45.46 400,136
Total Direct and Overlapping Debt ..o, $ 1,608,344

Sources:

Note:

(A)

(B)

(©)

Estimated Actual (Equalized) Values used to estimate applicable percentages provided by the State
Supervisor of Assessments. Debt outstanding data provided by each governmental unit.

Overlapping governments are those that coincide, at least in part, with the geographic boundaries of the City.
This schedule estimates the portion of the outstanding debt of those overlapping governments that is borne by
the residents and businesses of the City of Milwaukee. This process recognizes that, when considering the
government's ability to issue and repay long-term debt, the entire debt burden borne by the residents and
businesses should be taken into account. However, this does not imply that every taxpayer is a resident, and
therefore responsible for repaying the debt, of each overlapping government.

Excludes $43,066 of Industrial Revenue Bonds. Includes debt incurred to finance Milwaukee School Board
construction. Net Debt Outstanding computation shown Table 11.

Includes $567,253 low interest loan from the State of Wisconsin Clean Water Fund, supported by the full faith
and credit of the District.

The percentage of overlapping debt applicable is estimated using estimated actual (equalized) property
values. Applicable percentages were estimated by determining the portion of the City's equalized value.

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 12

PLEDGED-REVENUE COVERAGE
LAST TEN YEARS
(Thousands of Dollars)

Year

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Year

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Note:

Water Revenue Bonds

Debt Net Total

Gross Coverage Available Debt Service Debt
Revenues Expenses Revenue Principal Interest Service Coverage
$ 74,211 $ 55,514 $ 18,697 $ 868 $ 307 $ 1,175 15.91
74,207 58,960 15,247 891 284 1,175 12.98
73,157 63,019 10,138 915 260 1,175 8.63
73,488 66,765 6,723 915 260 1,175 5.72
84,406 65,213 19,193 964 211 1,175 16.33
88,136 65,547 22,589 989 185 1,174 19.24
85,043 65,661 19,382 1,015 158 1,173 16.52
88,013 67,166 20,847 1,264 216 1,480 14.09
96,711 67,396 29,315 1,335 225 1,560 18.79
97,881 69,310 28,571 1,677 315 1,992 14.34
97,910 59,976 37,934 2,206 672 2,878 13.18

Sewer Revenue Bonds

Debt Net Total

Gross Coverage Available Debt Service Debt
Revenues Expenses Revenue Principal Interest Service Coverage
$ 38,170 $ 17,747 $ 20,423 $ 2,570 $ 2,575 $ 5,145 3.97
41,033 16,334 24,699 3,214 2,836 6,050 4.08
48,231 16,438 31,793 4,740 3,652 8,292 3.83
52,063 16,696 35,367 4,901 3,399 8,300 4.26
54,667 14,691 39,976 6,454 4,038 10,492 3.81
54,140 15,440 38,700 6,792 4,616 11,408 3.39
57,300 15,873 41,427 7,032 4,400 11,432 3.62
59,125 16,443 42,682 8,603 5,726 14,329 2.98
60,713 17,256 43,457 9,398 5,889 15,287 2.84
63,050 17,879 45,171 10,471 6,085 16,556 2.73
65,275 20,207 45,068 13,575 9,263 22,838 1.97

Water Revenue Bonds issued in 1998, 2013 and 2016. Sewer Revenue bonds issued in 2011, 2013

and 2016. Details regarding the City's outstanding debt can be found in the notes to the financial
statements. Gross revenues include nonoperating interest income. Operating expenses do not include
interest, depreciation, or amortization expenses, but does include the transfer for Payment in Lieu of Taxes.

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 13
DEMOGRAPHIC AND ECONOMIC STATISTICS
LAST TEN CALENDAR YEARS

County of Milwaukee

Personal
Income Per
(Thousands Capita Median School Unemployment
Population of Dollars) Income Age Enroliment Rate

Year (A) (B) (C) (D) (E) (F)
2008 590,870 $ 35,336,806 $ 37,803 30.6 85,369 6.7%
2009 584,000 $ 34,820,772 $ 36,939 30.6 82,444 11.4%
2010 580,500 $ 35,249,698 $ 37,169 30.3 81,372 11.9%
2011 595,525 $ 37,014,159 $ 38,899 30.3 80,098 10.9%
2012 595,425 $ 38,924,968 $ 40,765 33.7 78,461 10.1%
2013 596,500 $ 38,483,060 $ 40,224 33.7 78,502 8.7%
2014 595,993 $ 39,751,620 $ 41,530 33.8 77,391 7.2%
2015 595,787 $ 40,932,286 $ 42,802 34.0 75,568 6.7%
2016 594,667 $ 41,268,719 $ 43,375 34.2 76,856 5.8%
2017 591,076 Not available Not available 34.3 77,215 4.6%
(A) The December 31, 2008 through 2017 populations are a final estimate from the Wisconsin Department

Administration. (The population data differs from the Census Bureau.)

(B) Personal income is from the Regional Economic Information System, Bureau of Economic Analysis, U.S.
Department of Commerce. Personal income includes all of Milwaukee County because a substantial
portion of the County is made up of the City of Milwaukee.

(C) Per capita personal income is from the Regional Economic Information System, Bureau of Economic
Analysis, U.S. Department of Commerce and includes all of Milwaukee County because a substantial
portion of the County is made up of the City of Milwaukee.

(D) Prior to 2012, Median age of the population was determined only during a census. These figures
represent the data collected by the American Community Survey.

(E) Annual School Census by Board of School Directors. Represents Milwaukee Public Schools only.

(F) Unemployment Rate is the annual average from the Wisconsin's Workforce, Wisconsin Worknet and
Labor Market Information System.

See accompanying independent auditors' report.
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Employer

Aurora Health Care
Ascension Wisconsin
Froedtert and Community Health
GE Healthcare

Medical College of Wisconsin
Children's Hospital
Northwestern Mutual Life
Goodwill Industries

U.S. Bank NA

The Marcus Corporation

U.S. Government (Includes Zablocki
V.A. Medical Center)

Milwaukee Public Schools
Wheaton Franciscan Healthcare
Roundy's Supermarkets Inc.
City of Milwaukee

Quad Graphics

Kohl's Corp.

Wal-Mart Store

(1) Reflects full-time equivalent employees of businesses and industrial firms.

CITY OF MILWAUKEE Table 14
PRINCIPAL EMPLOYERS
Current Year and Nine Years Ago
2017 Estimates (1) 2008
Percentage Percentage
of Total of Total

Employees Rank

26,462
12,000
10,913
6,000
5,573
5,004
5,000
4,210
3,700

3,180

82,042

1

2

10

Employment

5.77

2.61

2.38

1.31

1.21

1.09

1.09

0.92

0.81

0.69

17.88

Employees Rank

25,937

6,462

11,100
10,690
9,020
8,480
7,307
7,000
6,900

6,229

99,125

Note: Data includes all of Milwaukee County and areas contiguous to Milwaukee County.

Source: The 2017 Business Journal of Greater Milwaukee as of July 21, 2017.
The 2008 data was from the 2008 Business Journal.

1

9

10

Employment

5.53

1.38

2.37
2.28
1.92
1.81
1.56
1.49
1.47
1.33

21.14

Total employment data (2008 = 468,606) (2017 = 458,982) from the State of Wisconsin Workforce Development.

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 15
CITY GOVERNMENT EMPLOYEES BY FUNCTION/PROGRAMS - ADOPTED BUDGET POSITIONS
LAST TEN YEARS

Functions/Programs 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

General Government 696 694 720 700 719 707 728 736 750 741
Temporary - Election

Commission 104 11 98 8 2,145 819 2,389 823 2,473 820

Public Safety

Fire
Fire Fighting Force 1,001 985 949 951 911 911 900 875 876 810
Civilians 75 79 77 76 105 116 112 118 131 133
Police
Law Enforcement 2,156 2,144 2,042 2,034 2,034 2,013 1,978 1,942 1,979 1,989
Civilian 606 616 614 619 619 608 618 625 619 598
School Crossing
Guards 241 241 251 251 251 251 252 242 241 241
Neighborhood Services 229 229 240 247 251 269 272 283 293 289
Public Works
Administrative Services 63 63 66 64 58 46 47 48 49 43
Infrastructure Services 696 707 807 804 803 802 810 801 790 805
Operations 1,530 1,557 1,398 1,381 1,438 1,438 1,433 1,436 1,437 1,443
Winter relief 66 66 66 66 - - - - - -
Health 312 306 274 272 268 254 252 251 252 252
Culture and recreation 396 377 368 378 376 372 370 371 358 364
Conservation and development 220 193 176 179 163 142 134 135 133 121
Youth initiative positions 25 25 25 25 - - - - - -
Water 346 348 404 382 367 369 369 371 381 395
Sewer Maintenance 179 172 164 164 164 146 146 146 146 145
Parking 129 129 130 131 122 120 120 121 121 118
Port of Milwaukee 35 35 37 35 36 37 37 37 37 37
Subtotal 9,105 8,977 8,906 8,767 10,830 9,420 10,967 9,361 11,066 9,344
Less Temporary Positions (104) (11) (98) (8) (2,145) (819) (2,631) (1,055) (2,703) (1,050)
Total Budgeted Positions 9,001 8,966 8,808 8,759 8,685 8,601 8,336 8,306 8,363 8,294

Source: Budget Office. Firefighters and Law Enforcement from Departmental reports.

See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 16
OPERATING INDICATORS BY FUNCTIONS/PROGRAMS
LAST TEN YEARS
Fiscal Year
Functions/Programs 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
General government
Investment portfolio
return 2.74% 0.75% 0.32% 0.21% 0.22% 0.22% 0.20% 0.23% 0.43% 0.88%
Courtroom cases 102,721 112,765 119,779 121,234 104,170 119,761 93,577 80,821 84,464 74,120
Public safety
Police
Dispatched
assignments 266,577 254,044 246,365 238,657 248,678 241,423 247,552 260,860 284,893 249,855
Traffic citations 120,618 114,447 104,001 103,311 94,442 73,325 53,744 55,592 46,969 71,655
Homicide clearance
rates 93% 83% 75% 72% 70% 64% 60% 58% 67% 70%
Fire
Number of medical
emergency assists 53,898 53,047 53,629 56,085 59,487 60,499 62,766 70,504 78,484 76,793
Number of fires
extinguished 2,073 1,930 2,201 2,643 2,841 2,444 2,419 2,351 2,198 2,017
Civilian fire deaths 6 7 3 10 8 2 10 10 5) 7
Building Inspection
Complaints reported 34,161 35,940 37,146 35,910 35,404 37,212 36,567 34,933 36,548 36,938
Orders issued 51,760 66,559 67,043 71,356 68,613 67,457 58,217 60,106 43,499 25,949
Public Works
Major streets paving
(miles) 13.01 54 11.28 1.05 5.7 17.12 24.60 33.5 354 34.0
Asphalt patching/pot
holes (tons) 14,900 10,700 10,500 18,952 16,010 15,845 17,025 18,816 18,857 22,257
Refuse tonnage 310,517 298,780 274,651 262,265 252,987 256,411 253,997 243,478 248,083 256,599
Recycling tonnage 22,937 21,862 21,389 22,837 24,147 25,052 25,273 25,105 25,232 25,325
Health
Food inspections 4,721 5,005 5,208 4,615 7,637 8,735 8,556 9,236 10,087 8,208
Immunizations 30,449 46,838 27,994 21,953 18,882 16,417 10,912 10,561 8,360 8,271
Culture and Recreation
Library hours of
operation 34,372 32,608 25,996 27,844 31,092 30,914 30,846 30,866 32,282 32,282
Collections size 2,848,244 2,756,141 2,577,805 2,587,412 2,441,757 2,364,905 2,306,138 2,308,825 2,323,743 2,293,455
Public computers 505 505 480 725 757 754 723 752 682 600
Conservation and
Development
Jobs created 1,073 366 498 534 324 2,198 834 2,337 2,063 1,140
Jobs retained 2,103 888 1,644 1,382 1,965 2,800 1,626 2,535 1,960 1,355
New housing units 196 527 810 503 687 402 331 2,340 2,081 1,265
Water
Millions gallons sold 34,085 33,341 32,500 32,246 32,909 30,560 29,894 29,657 29,440 28,761
Population served 857,816 867,599 861,000 861,249 862,524 864,715 864,653 865,109 864,144 868,882
Sewer Maintenance
Sewer service backups 47 28 33 24 23 25 31 22 23 26
Street flooding
complaints 7,238 3,690 2,770 3,293 4,775 3,092 3,023 3,096 1,808 2,523
Parking
Citations issued 880,859 885,802 874,690 823,999 778,288 770,430 743,038 705,850 626,333 594,360
Vehicle tows 34,898 31,516 28,295 25,762 26,910 32,631 33,416 34,892 32,185 31,204
Port
Metric tonnage total 2,931,125 2,910,515 2,324,566 2,808,801 1,915,419 2,618,312 3,022,657 2,711,347 2,441,072 2,573,475
Sources: Various city departments
See accompanying independent auditors' report.
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CITY OF MILWAUKEE Table 17
CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAMS
LAST TEN YEARS

Fiscal Year
Functions/Programs 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Public safety
Police
Stations 8 8 8 8 8 8 8 8 8 8
Lock-up facilities 7 7 7 7 7 7 7 7 7 7
Patrol vehicles 521 533 536 556 501 537 521 504 505 505
Patrol motorcycles 57 57 57 55 55 56 55 55 56 56
Fire Stations 36 36 36 36 36 36 36 36 36 36
Public Works
Streets - paved 1,418 1,418 1,272 1,272 1,272 1,272 1,272 1,272 1,272 1,272
Streets - unpaved 15 15 15 15 15 15 15 15 15 15
Alleys 415 415 415 414 414 414 414 414 414 414
Street lights 67,709 67,798 67,949 68,073 68540 68,698 68,698 68,856 69,111 69,111
Alley lights 8,925 8,931 8,616 8,810 8,820 8,815 8,815 8,786 8,797 8,797
Garbage/snow trucks 187 188 182 181 180 180 180 180 192 183
Health
Health centers 3 & 3 & 3 3 3 3 3 3
Culture and Recreation
Playgrounds, playfields,
tot lots, recreation
centers 277 276 276 276 276 130 138 138 138 138
Libraries 13 13 13 13 13 13 13 13 13 13
Water
Miles of mains 1,967 1,955 1,956 1,960 1,961 1,962 1,963 1,962 1,962 1,961
Hydrants 19,824 19,811 19,847 19,867 19,869 19,870 19,870 19,846 19,862 19,861
Million gallons pumped 40,848 39,617 37,443 36,992 37,920 36,490 37,460 35,872 35,447 34,456

Million gallons consumed 34,085 33,341 32,452 32,246 32,909 30,560 29,894 29,657 29,440 28,760
Miles of Sewers

Storm 959 960 961 962 964 965 965 966 967 967

Sanitary 939 940 941 941 943 943 943 944 945 945

Combined 547 547 547 547 547 547 547 551 551 551
Parking

Parking lots 45 45 45 45 44 45 45 44 44 45

Parking structures 5 = 5 = 5 = 5 5 5 5
Port

Cargo terminals 6 6 6 6 7 7 7 7 7 7

Rental warehouses

and buildings 5 5 5 5 10 10 10 11 11 10

Ferry terminal 1 1 1 1 1 1 1 1 1 1

Cranes and forklifts 10 10 10 10 11 11 11 11 11 11

Vessel berths 13 13 14 14 17 17 17 17 17 17

Sources: Various city departments

Note: No capital asset indicators are available for the general government function.

See accompanying independent auditors' report.
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