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Introduction
The Wisconsin Policy Forum has published four reports since the fall of 2016 documenting the
condition of public infrastructure owned by the City of Milwaukee, Milwaukee County, and the
Milwaukee Metropolitan Sewerage District (MMSD). The series of reports originated from our
ongoing analyses of the finances of these and other local governments in the region, which indicated
a growing divergence between the need for infrastructure investment and the financial capacity of
the region’s local governments to address that need. To ensure a manageable scope, we focused on
the three local governments that possess the largest inventories of capital assets in Greater
Milwaukee.
The four reports – which covered local government infrastructure related to transportation, water
and wastewater treatment, buildings, and cultural and recreational facilities – assessed both the
physical condition of major assets and each government’s financial capacity to meet its most
pressing infrastructure repair and replacement needs.
This final report of the series is divided into two sections. The first summarizes the condition and
financial assessments from our previous four reports and updates those assessments based on
recent capital spending, new capital needs, and other pertinent developments identified since their
publication. The second discusses and appraises potential options to effectively address the region’s
local government infrastructure challenges.
The primary objective of this series of reports was to evaluate and explain to policymakers and
citizens the dimensions of a looming public policy challenge that threatens the metro Milwaukee
region’s economy and quality of life. We hope it will spur thoughtful deliberation and action in
accordance with the weightiness of its findings.
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Previous Findings: Local
Government Infrastructure in
Metro Milwaukee
Transportation: A Fork in the Road
In A Fork in the Road, published in the fall of 2016, we examined the general condition of
transportation infrastructure owned by the city of Milwaukee and Milwaukee County, which included
city streets and bridges, county trunk highways and bridges, and Milwaukee County-owned buses.
We then analyzed the cost of funding for needed capital repairs and improvements cited by each
government as well as their capacity to finance the projects based on recent trends.

City of Milwaukee Streets
Our analysis showed some substantial challenges for
the city of Milwaukee’s 1,415 miles of streets, 57%
of which were rated “fair” or “poor” by city engineers.
For example, we found that the 60-year replacement
cycle – while a vast improvement over a decade ago
– still exceeded the generally accepted engineering
standard of 50 years.

2016 Snapshot: City Streets
Condition (1,415 miles)
43% “good”
33% “fair”
24% “poor”
Fiscal Outlook
Avg. annual need 2017-22:
$64.3M
Flat funding in the capital budget
may not meet needs

Capital repairs and reconstruction of city streets are
financed primarily through a mix of city-issued
General Obligation (G.O.) bonds and state and federal
aids. As shown in Chart 1 on the next page, federal
stimulus dollars prompted a boost in capital spending on streets in 2012. We found that since that
time, however, state and federal aids had been on the decline, while annual local G.O. bonding had
been flat.
As shown in the chart, those trends have largely continued since the report’s release, with state and
federal assistance in the city’s latest six-year capital plan 52% lower in 2019 than the amount
budgeted in 2011. Combined federal and state aid is anticipated to decline further in 2020 (to $6.9
million) before rebounding to the $38 million range during 2021-24. 1 Meanwhile, annual G.O.
bonding continues its relatively flat trajectory. Also, we have become aware since release of our
2016 report that considerable maintenance work on city streets and alleys has been deferred in
recent years. In light of all of these factors, the cautionary “yellow light” we assigned to the fiscal
outlook and condition of Milwaukee streets in 2016 remains a bright yellow.

The 2020 projection was developed prior to consideration of the 2019-21 state budget. Governor Tony Evers’
proposed budget included a 10% increase in general transportation aids for municipalities, which could reduce
the projected decline. As this report went to press, the Joint Finance Committee had retained that increase and
also added funding for the Local Road Improvement Program.
1
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Chart 1: Budgeted and projected City of Milwaukee capital spending on streets, 2011-2024 (in millions)
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Source: City of Milwaukee budget documents
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Milwaukee Streetcar Distinct from Other Infrastructure Challenges
Our 2016 report did not address the Milwaukee Streetcar, which is being financed outside of the
city’s regular capital program and on which construction had just begun. The capital cost of the
initial 2.1-mile route and planned extensions have been (and likely will be) financed with a mix of
federal dollars and funds generated from tax incremental districts, as opposed to property tax
levy-supported debt.
Consequently, thus far and in the six-year window covered in this report, the streetcar has not
impacted the other capital needs that have been the focus of our reports. Over the long term,
however, the need to replace vehicles and engage in major maintenance and repairs to tracks
and facilities could compete with other city capital needs, as ongoing maintenance cannot be
funded through tax incremental district revenue.
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Milwaukee County Trunk Highways
Our findings on the condition of Milwaukee County’s 84.5 miles of trunk highways were considerably
better. Over 71% of the road segments were rated “good” or better by county inspectors in 2015,
15.5% were “fair,” and the remaining 13% (11.1 miles) were in “poor” condition. The trunk highways
also were well within their 50-year replacement cycle.
On the fiscal side, we did express concern about the circumstances that might arise should the
county fail to receive anticipated federal funds for major upcoming reconstruction projects. If that
were the case, then the county likely would seek to extend the useful life of certain highways for
three to seven years with short-term rehabilitation
2016 Snapshot: County Highways
projects. That, in turn, could create fierce fiscal
pressures in the future as projects subject to
Condition (84.5 miles)
rehabilitation compete with new projects needing
71% “good”
16% “fair”
attention in the next decade.
13% “poor”

Since the report’s release, spending has been
lower than what was projected in the 2016-20
capital plan. The budgets in 2017 and 2018 saw
appropriations that were $2 to $4 million less
than projected, and the 2019 capital budget
contains $12 million less than projected in 2016.

Fiscal Outlook
Avg. annual need 2017-22: $9.6M
Capital budget pressures and
uncertain increases in federal funding
may reduce available funds for trunk
highways

As shown in Chart 2, the county’s most recent five-year capital plan projects increased capital
spending on county trunk highways from 2020 through 2023, reaching a high of about $18 million in
2023 (including $13 million in federal and state aid). In light of the deferral of county trunk highway
expenditures in recent years, however, it is questionable whether those investment targets can be
met. Consequently, we continue to assess the fiscal outlook for county highways as a “yellow” light.
Chart 2: Milwaukee County trunk highway capital budgets and projections, 2013-23 (in millions)
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Source: Milwaukee County budget documents
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City of Milwaukee Bridges
Our analysis of city of Milwaukee bridges involved
157 bridges that carry vehicle traffic. We found
that 52 (33%) of those bridges had inspection
ratings that would qualify for federal repair or
replacement assistance, while 25 (15%) contained
at least one structural deficiency, which prompted
a yellow light rating for the bridges’ overall
condition.

2016 Snapshot: Bridges
Condition (157 rated bridges)
33% may need rehabilitation soon
15% have structural deficiencies

Fiscal Outlook
Avg. annual need 2020-23: $11.7M
Avg. annual spending 2016-19: $10M

On the fiscal side, we found in 2016 that federal
stimulus funds provided a substantial boost for Milwaukee bridge repair and replacement in 2011,
but that overall appropriations had diminished since 2013 (see Chart 3). Our updated review finds
that the funding picture improved in 2017-18, although the budgeted amount for 2019 is the
second lowest amount in this decade and the 2020 projected budget is marginally higher. However,
in a positive turn, all bridges in the city’s federal funding request for 2021-2022 were approved.
Thus, the six-year capital plan shows an increase in state/federal aid as well as an increase in G.O.
bonding for the local match in 2021 and beyond. Overall, the overall outlook for city bridges is
improved from 2016 but still cautionary.
Chart 3: City of Milwaukee bridge capital budgets and projections, 2011-24 (in millions)
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Milwaukee County Bridges
Milwaukee County’s 47 county trunk highway
vehicular bridges had no structural deficiencies at
the time of our report, though 38% of the bridges
had sufficiency ratings that would qualify them for
state/federal repair and replacement aid.
Nevertheless – because they were structurally
sound – we rated their condition “good.”

2016 Snapshot: County Bridges
Condition (47 rated bridges)
38% may need rehabilitation
soon
None have deficiencies

Fiscal Outlook
Avg. annual need 2017-22: $4M
Reasonable budget forecast given
the overall healthy bridge condition

We also rated the bridges’ fiscal outlook as
“good,” primarily because an influx of bridge work
was not anticipated.

Capital budgets for bridges since 2016 have been
slightly higher than what was anticipated at the
time, which may be due to state or federal aid that became available (see Chart 4). That said,
budgeted spending since 2016 has not exceeded $1.2 million in any given year. In our original
report, spending was expected to increase in 2019 and 2020. While that did not occur in the 2019
budget, the most recent five-year capital plan incorporates higher spending in 2020 and 2022, with
the majority of the funds coming from federal/state aid. Given that relatively small county
contributions would be required to match those funds, our assessment of the county’s fiscal capacity
to address its CTH bridges remains a green light.
Chart 4: Budgeted and projected Milwaukee County capital spending on bridges, 2013-23
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Milwaukee County Buses
By far the most pressing transportation
infrastructure challenge facing either the city or
county in 2016 involved Milwaukee County’s fleet
of buses. About 26% (107) of the county’s 412
buses had reached the 500,000 miles that
qualified them for federal replacement funds, while
another 30% exceeded 250,000 miles. The rapidly
aging bus fleet earned a red light in our ratings.

2016 Snapshot: Milwaukee County Buses
Condition (412 buses)
44% within 250,000 miles
30% exceed 250,000 miles
26% exceed 500,000 miles
Fiscal Outlook
Avg. annual need 2017-22: $15.5M
-Annual need is 1/3 of the county’s
borrowing capacity

We rated the fiscal outlook the same given that the
roughly $500,000 replacement cost for each bus would require an annual local investment of
approximately $13.3 million to maintain an appropriate replacement program of about 30 buses per
year. If comprised of G.O. bonds, such an investment would amount to nearly one third of the
county’s borrowing capacity each year.
In our 2016 analysis, the county was projected to need $62.3 million from 2017-20 for bus
replacements, or about $15.5 million annually. G.O. bonds were expected to comprise the majority of
the funds. Actual budgets from 2017 to 2019 turned out to be considerably lower, averaging $10.8
million per year, as shown in Chart 5. The 2017 capital budget provided for the replacement of 15
buses, while funds were budgeted to replace 30 buses in 2018 and 23 buses in 2019.
The 2019 five-year capital plan continues to anticipate the replacement of about 30 buses per year,
with an average of $17.1 million in annual bus replacement spending contained in the plan from
2020-23 (including an annual $4 million in anticipated federal/state aid). Given that budgeted
appropriations for new buses have fallen short of ideal levels in recent years and that the G.O.
bonding need continues to sit in the $13 million range going forward, our rating for the county’s
fiscal outlook regarding its bus fleet remains a red light.
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Chart 5: Budgeted & projected Milwaukee County bus replacement spending, 2013-23 (in millions)
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An important new development pertaining to the county’s bus fleet is the availability of state funds
received from a national settlement with Volkswagen Corporation to finance bus replacements.
Under an initiative launched by the state, the county sought about $24 million from the settlement
funds in 2018 to purchase 49 buses. Those dollars would have replaced about $21 million in bonds
and $3 million in federal grants that had been allocated for bus replacement in the 2018 and 2019
budgets. According to county officials, the state has signaled its intent to award about $5.5 million of
that request, which would allow the county to eliminate bonding associated with the replacement of
11 buses. In return, the county would have to accept a reduction in its state shared revenue
payments over a 10-year period, but there still would be a net savings.
It also should be noted that in his proposed 2019-21 state budget, Governor Tony Evers sought to
establish a new transit capital assistance program for urban areas funded initially with $10 million in
state dollars. Such a program could have assisted the county with bus purchases but was rejected by
the Legislature’s Joint Finance Committee.
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Bus Rapid Transit Could Impact Future Transit-Related Capital Needs
Since the release of our 2016 report, and notwithstanding its imposing backlog of capital needs,
Milwaukee County has moved forward with a plan to develop, design, and construct a bus rapid
transit (BRT) route extending from Milwaukee’s downtown to the Milwaukee Regional Medical
Center (MRMC) in Wauwatosa. The estimated $53.5 million project cost would require about
$11.7 million in local funds (including $8.4 million in G.O. bonds authorized in the 2017 and
2019 budgets) that would be used to draw down $37.4 million in federal funds and a $4.5
million contribution from the MRMC. The project will not proceed until federal funding is
approved, which county officials are optimistic will happen later this year.
If the project moves forward, then it will add enhanced bus stations, new diesel-hybrid buses,
and new fare collection systems to the Milwaukee County Transit System’s portfolio of capital
assets. Similar to the Milwaukee Streetcar, long-term capital costs associated with repair and
replacement of BRT assets are not included in our consideration of capital needs in this report.

Wastewater and Water Infrastructure:

Beneath the Streets
The next installment of our infrastructure series – Beneath the Streets – was released in May 2017.
The report analyzed the condition and fiscal outlook of wastewater- and water-related infrastructure
maintained and operated by the Milwaukee Metropolitan Sewerage District (MMSD); the city of
Milwaukee’s Department of Public Works (DPW); and Milwaukee Water Works (MWW), the cityowned water utility.

Milwaukee Metropolitan Sewerage District
2017 Sna pshot: MMSD Inf rastructure
Se w e rs

Condition
-70% of Metropolitan
Interceptor System in
“good” condition
-Inline Storage System
and the NW Side Relief
Sewer has no present or
near-future repair needs

R ec la m at io n Fac il it i es

Condition
-Structures and
clarifiers in good
condition
-Other assets have
exceeded expected
replacement year or will
within five years

F is c a l Out l ook

Fiscal Outlook
-Realistic 6-year
infrastructure plan in place
-The plan assumes an
annual 4% property tax
increase, which exceeded
the projected rate of
inflation
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Overall, we found that MMSD’s infrastructure largely was in good condition and that repair and
replacement work was keeping pace with identified needs. Our report focused on the condition of
MMSD’s highest-priority major assets: the conveyance system (i.e. sewers) and water reclamation
facilities. We found sewer infrastructure to be in very good condition, with 178 miles (70%) assessed
at having 70 to 100 useful years remaining. Only 10 miles had an estimated useful life of 20 years
or fewer, which reflected MMSD’s earnest rehabilitation and replacement program.
Similarly, building structures and clarifiers within reclamation facilities were in very good condition.
However, of the other reclamation facility assets – including electrical motors, pumps, storage tanks,
dryers, and conveyors – between 27% and 54% had already passed or would pass their scheduled
replacement dates within five years. Indeed, for most of these assets, expenditures were expected to
increase significantly between 2019 and 2022.
As shown in Chart 6, which summarizes annual capital expenditures per the updated 2019-24 longrange capital plan, that expectation remains. Capital budgets in the years since our report’s released
have been largely in line with projections, with particular emphasis on reclamation facility needs.
Also, spending in 2020 and beyond is now projected at higher levels than originally anticipated.
Chart 6: Budgeted and projected MMSD capital spending, 2013-2024 (in millions)
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Our 2017 report rated the fiscal outlook for MMSD’s infrastructure repairs between yellow and green
on our water meter. While MMSD had shown a willingness to levy necessary property tax increases to
meet capital needs in previous years, we expressed concern that the six-year capital financing plan
assumed 4% annual tax increases, which exceeded the rate of inflation at the time and posed a
relatively heavy burden for taxpayers. In spite of this, a number of factors played in MMSD’s favor.
For example, outstanding debt was expected to drop by about $78 million between 2017 and 2022,
and major projects were planned for initiation over several years.
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Two years later, the 2019-24 long -range financing plan shows that year-end outstanding debt is
projected to increase by $131.8 million between 2019 and 2024, which bears monitoring but still
falls below MMSD’s policy goal of limiting debt to no more than 2.5% of the district’s equalized
property values. Annual debt service payments would not change significantly over the same period
and would be lower than estimated 2016 and 2017 payments, which both exceeded $124 million.
Annual 4% levy increases also continue to be part of the six-year plan. Consequently, our overall
outlook has not changed – while in relatively good shape, MMSD’s major infrastructure will require
substantial continued investment by property taxpayers to meet ongoing needs.

City of Milwaukee Sewers
2017 Sna pshot: Milwaukee Sewers Infras tructure
Se w e rs

Condition (2,461 miles)
-Only 16% of sewers
rated
-Over 25% could be
replaced
-90-year replacement
cycle on track

P u m p & L ift St at i ons

Condition
-Over 90% of inspected
components “good”
-5-year replacement
schedule is manageable

Fis c al O ut lo ok

Fiscal Outlook
-Lower spending planned
2019-22
-Debt service payments
increasing (why? Due to
previous payment plan w/
five years deferred?)
-Storm water & sewer fees
will likely increase faster
than inflation

Our 2017 report noted that the city of Milwaukee’s DPW targets a 90-year replacement cycle for its
sewers and that the department’s annual 27-mile replacement/repair goal had largely kept the city
on track to meet that goal. The city’s 83 sanitary bypass pumps and seven sanitary lift stations used
to control wastewater are tested by contractors on a monthly basis. These assets contain 1,862
inspected components. Of those, only 177 were considered in “poor” condition at the time of our
report. We considered that reasonable, particularly given that some of those components were still
fully functional but required monitoring.
The finances for city sewers are contained in a Sewer Maintenance Fund that functions outside of
the city’s General Fund. Capital improvements and repairs are financed by ratepayer fees (as
opposed to property tax levy), which support debt on revenue bonds used to finance capital projects.
Sewer replacement and re-lining comprise the majority of actual and projected capital budgets,
though projections could change if unanticipated large diameter sewer replacements or new
environmental standards force different spending plans.
As shown in Chart 7, capital expenditures for sewers exceeded $44 million annually from 2013-16,
followed by a nearly $6 million decline in 2017 and additional declines in 2018 and 2019. According
to DPW officials, one reason for the decline was use of new sewer lining technology, which allowed
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the department to repair sewers at a lower cost than full replacement. While annual spending was
projected to hover around $35 million through 2022 at the time of our original report, the 2019 sixyear capital plan increased projections to the $40 million range for 2020-2024.
Chart 7: Sewer Maintenance Fund budgeted & projected capital expenditures, 2013-2024 (in millions)
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We gave a positive rating (between yellow and green) with regard to the fiscal outlook for city sewer,
pump, and lift station infrastructure in our Beneath the Streets report. That outlook has not changed,
in our view, given the city’s willingness to raise fees by 3-5% annually to pay for capital repairs and
replacement. However, the reduction in capital spending from 2017-2019 is a concern given that
the need for annual repair and replacement has not dissipated and that the recent reduction simply
pushes greater costs (and greater ratepayer obligations) to future years.

Milwaukee Water Works
When our report was published in 2017, the condition and repair needs of Milwaukee Water Works
(MWW) infrastructure assets varied widely. Water main breaks had hovered at or above the industry
standard of no more than 25-30 breaks per 100 miles over a five-year period, prompting the Public
Service Commission (PSC) to direct MWW to increase its replacement rate. Meanwhile, replacing the
utility’s roughly 76,000 miles of lead service lines in response to mounting public health concerns
had become a high priority for city leaders. Conversely, MWW’s water treatment facilities, pumping
stations, and water storage tanks were in largely manageable condition at the time of our original
report. MWW officials report that recent assessments of plants and pumping stations show a slight
condition improvement since our original report, but the overall picture is largely unchanged.

14

2017 Sna pshot: Milwaukee Water Works
W at er Mai ns

S e r vi c e L i n es

Condition
-Number of annual water
main breaks in recent
years is near or exceeds
industry standard
-MWW required to
increase repair and
replacement rates

Condition
-It will take multiple
decades to replace
76,000 lead service
lines
-Public concerns over a
potential health threat
of lead in the water

P u m pi ng St at i ons

Storage Tanks

Condition
-11 of 13 pumping
stations are in at least
fair condition.
-Work on one of the two
failed stations is
underway

Condition
-Storage tank conditions
are declining, though
both rate “fair.”

Wat e r T r eat m e nt F ac ili t i es

Condition
-Linwood plant: “good”
-Howard facility: “good”
-Increased repair and
replacement work
projected from 2018-22

Fiscal Outlook

Fiscal Outlook
-Capital spending needs to
increase over 50% by 2020
-Typically uses cash
financing for capital
projects
-Financial modeling exercise
underway

As we were conducting our analysis, MWW was creating a 10-year financial plan to respond to the
challenge of increasing the frequency of water main and lead service line replacement. That plan has
since been completed and an asset management inventory to inform the plan is underway. The
development of a long-range plan was a new and necessary approach given an internal projection
that MWW’s annual capital expenditures would need to jump from about $29 million in 2017 to
more than $45 million in 2020.
Two years later, we find that capital expenditures have not yet increased to those levels, with the
2019 capital budget of about $31 million well below the more than $40 million projected in our
2017 report (see Chart 8). However, capital expenditures still are expected to increase sharply going
forward, with a sizeable increase in 2020 that includes a project at the Oklahoma Street pumping
station and increased mileage in main replacements. The Oklahoma Street project as well as other
capital work related to pump stations will cost an estimated $11.7 million, which is far higher than
the $1.9 million adopted in the 2019 capital budget for pump facility improvements.
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Chart 8: MWW budgeted and projected capital expenditures, 2013-2024 (in millions)
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Another substantial contributor to the projected increase in Chart 8 is the need to finance additional
lead service line replacement. In addition to impacting ratepayers, there will be an added impact on
property taxpayers via increases in the city’s levy-supported G.O. debt. Lead service lines have both a
publicly-owned segment (extending from the water main to the curb) and a privately-owned segment
(extending from the curb to the home or business). When MWW replaces a lead service line, a
property owner is required to replace the portion he or she owns. The city currently covers two thirds
of the cost of an eligible property owner’s portion, with the private cost share currently capped at
$1,600. The city share currently is financed through G.O. bonds or cash, though a recent change in
state law may make it possible to include some of the private cost share in the rate setting process.
MWW’s 2019 capital budget includes 12.4 million for lead service line replacement, which would
allow the utility to replace 1,000 of those lines in 2019. Funding sources include $7.4 million from
normal water rate fees paid by residential property owners, which covers the city-owned portion of a
lead service line replacement. The budget also includes $3.1 million of levy-supported G.O. debt
resulting from the city’s two-thirds commitment to eligible property owners.
It is important to note that this is a new and significant source of levy-funded debt for the city that
could be an annual requirement for several decades. Moving forward, it is not clear if continued G.O.
bonding will be needed to finance work on the homeowner portion of lead service lines or if costs will
be assumed by ratepayers. The legislation referenced above opened a door for potential ratepayer
funding of lead service line replacement costs, though such a move would require Public Service
Commission approval if the city did pursue the option. Consequently, our fiscal outlook for MWW
remains in the red to yellow range given the potential impact on both ratepayers and property
taxpayers.
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City and County Buildings: Cracks in the

Foundation
Cracks in the Foundation, published in September 2017, offered an analysis of capital repair and
replacement needs for administrative and public service buildings in both the city and county. It
analyzed the 19 county buildings and 66 city buildings larger than 1,000 square feet. 2 Buildings
used for recreational and cultural purposes were not considered, as they were subsequently covered
in Delay of Game.
2017 Snapshot: Building Conditions and Fiscal Outlook
City of Milwaukee Buildings
Condition (66
buildings*)
-The most missioncritical buildings (City
Hall and the Police
Administration
Building) are not in
good condition but
repairs are underway.
Fiscal Outlook: Fair
-Repair for other buildings
has been deferred during
work on City Hall and PAB
projects
-Catching up likely
possible after 2022,
provided that no new
major building projects
materialize.

Milwaukee County Buildings
Condition (19 buildings*)
- 12 of the 19 buildings have
capital needs valued at over
half of the building’s
replacement value.
-6 of the 10 largest buildings
are rated “poor.”

Fiscal Outlook: Poor
2017 budget: $12 million
2018 need: $24 million
2019 need: $45 million
-A new criminal courthouse
to replace the Safety
Building is a key factor in
future spending needs
($200 million value).

*Number of buildings assessed using FCI rating system

City of Milwaukee Buildings
The 66 city-owned buildings with more than 1,000 square feet represented a total of three million
square feet and a replacement value of $597.1 million. Overall, our analysis found that the condition
of the buildings was mixed. DPW rates them using Facility Condition Index (FCI) scores. Recent
assessments showed that of the 66 buildings, 43 were in “good” condition, seven were rated “fair,”
and 16 were in “poor” condition. The size, replacement value, and recent assessment ratings at the
time of our report for the largest 20 buildings are shown in Table 1.

The six buildings that comprise the Child Adolescent Treatment Center at the Milwaukee County Mental
Health Complex were treated as one building in the Milwaukee County building total. Also, Milwaukee Public
Schools buildings owned by the City of Milwaukee are not included in our analysis.

2
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Table 1: Facility Condition Index ratings for largest city of Milwaukee buildings as of September 2017
Buildings

Sq Ft

Replacement Value

FCI

MacArthur Square Parking Structure

643,351

$41,888,660

Good

1000 North Water Parking Structure

337,594

$34,338,966

Good

Police Administration Building

261,886

$67,494,059

Fair

2nd and Plankinton Parking Structure

204,404

$12,710,357

Good

3rd District Police Station/Data Comm

201,370

$71,092,632

Good

Milwaukee and Michigan Parking Structure

177,630

$9,949,781

Fair

Central Repair Garage

149,995

$16,555,495

Good

Municipal Services Building

111,782

$12,336,912

Poor

City Hall

256,360

$146,487,820

Poor

Zeidler Municipal Building

316,648

$65,659,096

Good

Lincoln Garage

85,124

$7,452,262

Poor

Northwest Garage

71,456

$7,014,627

Poor

Police Warehouse

48,278

$4,585,852

Good

Lincoln Garage Transfer Station

31,238

$2,943,220

Good

6th District Police Station

30,810

$6,946,318

Good

North West Health Building

30,479

$6,984,423

Good

Southside Health Building

29,879

$6,561,388

Good

RA Anderson Municipal Building/Lake Tower

28,820

$9,417,347

Good

Neighborhood Task Force Building

27,255

$7,620,312

Good

5th District Police Station

26,389

$7,694,070

Good

Source: City of Milwaukee facility and budget documents

The combined replacement value of the six buildings rated fair” or “poor” was $252.9 million, or
nearly half of the total replacement value for all 20 buildings listed in Table 1. This was largely due to
City Hall’s “poor” rating and the Police Administration Building’s (PAB) rating of “fair.” The good news
was that major repairs and renovations of both buildings already were underway. PAB was
undergoing comprehensive remodeling anticipated to be completed in 2021, while City Hall’s
foundation was in the midst of a repair project estimated to cost between $53 and $60 million by its
anticipated completion in 2021. Even after completion of the major foundation repair project,
however, it was anticipated that other capital project needs inside City Hall would remain, including a
potential remodeling project on the eighth floor.
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Chart 9: Budgeted and projected city of Milwaukee capital expenditures for building infrastructure,
2013-24 (in millions, parking facilities not included)
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Source: City of Milwaukee budget documents, 2013-2019

Our assessment expressed concern that to accommodate the significant work needed at City Hall
and the PAB, the city had reduced capital appropriations for general exterior and system needs
across other city buildings in recent years. That concern continues given that subsequent budgets in
2018 and 2019 were $2.6 and $10.8 million less, respectively, than originally projected. As shown
in Chart 9, annual spending on building infrastructure is projected to increase through 2022, after
which it will decrease by $4 million in 2023 and an additional $1.3 million in 2024.
Originally anticipated to be completed in 2021, the City Hall foundation project is now scheduled to
be completed in 2023, and the total projected budget is $13.5 million higher than originally
estimated. Meanwhile, renovation work on the PAB has been deferred until 2022, though other
capital pressures may cause further deferral. The good news is that once City Hall foundation work is
complete, the city will regain some capacity to attend to other high-priority building needs (as well as
other projects that require G.O. bonding), which could perhaps include the PAB.
One benefit to the city’s capital budget is that 20 of the 66 buildings are parking structures; any
future capital projects at those locations would be financed through bonds backed by parking
revenues and not property taxes. Even so, both 2018 and 2019 budgeted spending is lower than
what was planned at the time of our 2017 report. This reflects project deferral, which is further
evidenced by the deferral of work on the PAB. Thus, we maintain our 2017 fiscal outlook rating of
“fair.”
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Milwaukee County Buildings
When considering FCI scores, Milwaukee County’s buildings appeared to be in reasonably good
condition in our 2017 report. Fourteen of the 19 buildings with recent FCI ratings and consisting of
more than 1,000 square feet rated “good,” while one rated “fair” and four “poor.” The county does
not use FCI ratings to consider modifying use of space, regulatory compliance, or enhanced utility,
but instead uses them only to identify capital projects that would keep a building close to its original
state. Given those limitations, the county `supplements the FCI scores with Replacement Index (RI)
scores, which decision-makers use to determine whether capital dollars should be spent on building
repairs or on full replacement in the relative near term. 3
The 19 buildings in our assessment fared worse under the RI scoring system. Twelve of the buildings
had already passed their scheduled dates when building replacement should be considered, while
four were nearing that threshold (those 16 buildings are shown in Table 2). The buildings that had
already passed their scheduled replacement consideration dates had a collective replacement value
of about $227 million.
Table 2: Large Milwaukee County buildings with Replacement Index ratings of “Fair” or “Poor” as of
September 2017
Building

Sq Ft

Replacement Value

RI

Courthouse

703,347

$249,519,833

Fair

Safety Building*

321,832

$65,896,805

Poor

Vel Phillips Juvenile Justice Center

219,539

$56,362,688

Fair

House of Correction (HOC) Admin Building - Dormitory Building

254,400

$50,830,095

Poor

CATC

190,170

$42,382,907

Poor

HOC Boiler House - Dormitory Building

116,707

$34,848,631

Poor

Sheriff Training Academy

47,000

$8,017,590

Poor

Medical Examiner*

46,500

$7,734,487

Poor

HOC Franklin Lotter Dormitory Building

26,400

$6,711,688

Poor

HOC Eli Surges Multi-Purpose Building

26,768

$6,708,468

Poor

HOC Print and Welding Shop

9,625

$2,055,048

Poor

HOC Garage

4,534

$600,179

Poor

HOC Maintenance and Storage Building

4,800

$569,805

Poor

HOC Truck Storage Building

5,040

$381,671

Poor

Sheriff's Hangar

4,200

$295,400

Fair

HOC Salt Storage Building

1,024

$116,065

Fair

* Replacement project is included in 5-year capital plan
Source: Milwaukee County facility and budget documents

Using these various assessment scores, recent capital budgets and capital plans, and findings from
a 2013 report conducted by real-estate firm CBRE, we found an array of capital repair and
For a detailed description of FCI and RI ratings, as well as the FCI and RI scores for the buildings listed in
Table 2, please refer to Cracks in the Foundation.
3
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replacement needs that exceeded the county’s ability to finance them in any given year. Six of the 10
largest buildings were in poor condition, with the Safety Building, three buildings in the Mental
Health Complex, and the Medical Examiner’s headquarters all needing to be replaced. The Historic
Courthouse, several House of Correction buildings, and several fleet and garage facilities had
significant repair needs. The needed projects have not yet been initiated and still are included in the
county’s current 5-year capital plan.
Based on the numbers identified in our original report, the county would have had to quadruple its
2017 capital building budget to $48 million by 2019 to address all requested capital building
projects. As shown in Chart 10, that has not occurred; $6 million was budgeted in 2018 and $8
million in 2019. Plans to demolish the Safety Building and replace it with a new justice center facility
(at a projected cost of $300 million) have now been moved back a year to 2023 and a financing plan
has yet to be developed.
As shown in the chart, even without that project, the county continues to face daunting capital needs
for its buildings. Requests for projects other than the Safety Building are two to three times more
expensive than recent budgets allowed – and jump significantly in 2020 due to a $23.8 million
capital budget request for a new forensic building that would house the Medical Examiner. That
project, however, has yet to be approved and may not require 100% county funding.
Chart 10: Budgeted and projected Milwaukee County capital expenditures for buildings, 2013-2023
(in millions)
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In a positive turn of events, the county has contracted with a private company that will finance
construction of a new facility to provide inpatient care now handled by the Behavioral Health Division
at the Mental Health Complex. Our original report cited more than $10 million in requested capital
expenditures for buildings at the Mental Health Complex, and those costs now can be avoided as the
building will be closed. Nevertheless, given the unknown nature of how the new justice center and
backlog of other building projects will be financed, we retain the “poor” rating and fiscal outlook for
county buildings that we assigned in 2017.

Parks and Cultural Assets: Delay of Game
The most recent installment of the Forum’s local government infrastructure series – Delay of Game
– was published in September 2018 and covers repair and replacement needs for Milwaukee
County’s parks, recreational facilities, and cultural institutions. The Forum had previously undertaken
a close examination of both Milwaukee County and privately-owned cultural, parks, and
entertainment assets in a pair of reports published in 2013 and 2014. 4

Cultural Assets
Our analysis found that infrastructure challenges were most acute
at the county’s lower-profile cultural institutions like the Charles
Allis Art Museum, the Villa Terrace Decorative Arts Museum, and
Trimborn Farm (operated by the Milwaukee County Historical
Society). We found these institutions had been less able than
larger institutions to secure private donations to supplement
county expenditures for capital needs. Simultaneously, the county
has generally deferred budgeting capital funds for projects in
smaller facilities, causing conditions to worsen and, in some
cases, forcing use of emergency operating funds for facility repair.
Conversely, the analysis showed that some of the county’s larger
institutions were faring better. For example, new lease
agreements had benefited the Milwaukee County War Memorial
and Milwaukee Art Museum by providing multi-year funding
agreements for long-needed capital improvements, which were
also buttressed by private support. The Milwaukee County Zoo,
meanwhile, stood to benefit from the nonprofit Zoological
Society’s commitment to raise half of the projected $86 million
needed to finance the zoo’s 10-year capital plan.
We found that the Milwaukee Public Museum (MPM) was in a
category of its own. While MPM is a larger institution with a strong
private donor base and a history of solid county financial support
($10 million for capital repairs over the previous five years), the

2018 Snapshot
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Those reports are Pulling Back the Curtain, published in December 2013; and The Show Must Go On,
published in March 2014.
4
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museum building faced at least $30 million in deferred maintenance and required upgrades costing
tens of millions of dollars to meet functional needs. Consequently, museum leaders had launched a
search for a site to construct a new building (with an estimated cost of up to $150 million).

Parks and Recreation Assets
Delay of Game painted a grim picture of the condition of Milwaukee County parks and recreational
assets. A significant challenge involved the county’s extensive network of paved assets, each
category of which was found to have substantial need for full and costly reconstruction within the
next 10 years. That included 85% of parking lots and service yards, 75% of walkways, and 73% of
parkways – each of which we rated in “poor” or “fair to poor” condition – and 54% of basketball
courts and 48% of tennis courts, which we assessed as “fair.”
Another huge infrastructure issue for the parks is the future of
the Mitchell Park Horticultural Conservatory, commonly known
as the “Domes.” Following a temporary closure in 2016 caused
by falling chunks of concrete, county officials determined that
the conservatory should be replaced or fully renovated within
the next few years due to structural deterioration. A countyappointed task force is considering overhaul options that would
require between $40 million and $95 million in private and
county funds. We assigned the Domes a “poor” condition rating.
Our 2018 report also found a significant number of parks and
recreational assets for which recent condition assessments
were unavailable or had never been conducted. Those included
amenities like water parks, pools, splash pads, and marinas.
We were unable to assess the condition of those assets, though
we did note that total capital spending on unassessed assets
totaled $17.5 million over the previous five years.
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Fiscal Outlook
Our 2018 report found the county would need to spend an average of $9.5 million annually for
cultural assets and $39 million annually for parks and recreation assets to meet spending requests
over the 2019 to 2022 timeframe. While that appeared manageable for the cultural assets based on
budgeted spending over the previous five years, it appeared insurmountable for the parks, which had
received an average of only about $9.6 million per year during the preceding five years (including a
low of $2 million in 2018).
Despite the magnitude of capital needs, the county’s 2019 capital budget appropriates only $1.6
million for infrastructure repair and replacement in county parks, as shown in Chart 11. The chart
also shows updated capital requests for parks and cultural assets from 2020 through 2023, which
continue to illustrate the vast disparity between recent spending and future budget requests.
As noted in Delay of Game, given the severe financial constraints facing the county (which will be
outlined in the next section), as well as competing needs in other areas of county government as
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discussed above, it would be very difficult for the county to increase funding for parks assets in the
near future in a manner that would even approach the level of departmental requests. A growing
backlog of basic repair and replacement needs and the looming Domes renovation/reconstruction
led us to assign a “poor” rating to the fiscal outlook for parks and recreation assets, and that
assessment has not changed. Due to a lower annual spending need and a less expensive list of
capital needs (with the exception of MPM), we continue to assign a “fair” rating to the county’s fiscal
outlook for its cultural assets.
Chart 11: Budgeted and projected Milwaukee County capital spending for parks, recreational, and
cultural assets, 2019-2023 (in millions)
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City of Milwaukee and Milwaukee County
Capital Finance
The preceding discussion cites considerable need for most types of assets owned by the city of
Milwaukee and Milwaukee County and the potential for far greater spending over the next four years
than either government has committed in its 2018 and 2019 budgets. MMSD also needs to increase
capital investment in the near term, but that government benefits from a far less challenging
financial predicament given that infrastructure investment is at the core of its mission and that its
decision-makers have a record of appropriating necessary resources to meet capital needs.
The problem is particularly acute for those city and county assets that rely heavily on levy-supported
G.O. debt financing (i.e. buildings, transportation, and parks and cultural infrastructure but not
including sewer and water infrastructure). Chart 12 compares budgeted G.O. bonding for those
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assets in the previous four adopted budgets (2016-2019) with projected G.O. bonding for the next
four years based on departmental requests.
Chart 12: Budgeted and projected G.O. bonding for city and county buildings, transportation, and
parks and cultural asset infrastructure, 2016-23 (in millions)
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We see that the county would need to bond for an average of $68 million more per year compared
with the average bonding from 2016-2019. The city’s average bonding for the next four years would
be about $9 million lower than the average of the previous four years, and $1 million per year lower
than the average of the past two years (2018 and 2019), when city leaders made a deliberate effort
to reduce bonding in light of concerns about rising debt levels.
However, it should be noted that even though the city’s capital plan shows reduced bonding needs in
the future, it is likely that a backlog has begun to accumulate, which is evident by the fact that $44
million in requested projects were deferred in 2019. City officials anticipate that a similar degree of
annual deferral of requested projects will need to continue in the next several years, despite the
necessary nature of a considerable portion of those projects. In addition, the multi-year projections
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incorporate items that have been requested at this time, but do not reflect needed projects that will
emerge in the interim and/or all capital project needs. 5
A broad overview of both governments’ capital finance capacity reveals why the projections are of
great concern in the context of both governments’ overall financial challenges. As discussed above,
the two governments use G.O. bonds to finance most categories of capital projects. G.O. bond debt is
limited by Wisconsin law to no more than 5% of the city or county’s taxable property value. According
to 2017 data from the Wisconsin Department of Revenue, both governments are well within their
respective limits, with Milwaukee County at 18% and the city of Milwaukee at 68%.
Nevertheless, policymakers must closely watch G.O. borrowing amounts, as the need to pay debt
service with local tax resources precludes the use of such resources to support general operations.
In fact, to limit the diversion of local tax revenue to debt repayment, both governments employ policy
goals intended to cap the amount of annual G.O. borrowing at a level that aligns with the amount of
annual debt service that is deemed affordable in future years.
Milwaukee County has established a formal policy goal of capping annual bonding at no more than a
3% increase over the previous year’s amount. The county also has a related goal of providing a
minimum of a 20% cash match to any borrowing. 6 The city, meanwhile, has established a less formal
goal under which it strives to limit the issuance of new property tax levy-supported debt each year to
an amount that does not exceed that retired in a typical year.
Charts 13 and 14 illustrate how sharply these policy goals diverge from each government’s capital
expenditure needs. The county’s borrowing cap and cash financing goal provided about $55 million
in local financial capacity for non-airport capital projects in 2019. Yet, as shown in Chart 13, local
funds needed to accommodate capital requests from departments would have exceeded that
amount by nearly $39 million. Because the capital budget adheres to the policy goals, the $39
million in deferred projects are added to the 2020 slate of projects, which already exceeded financial
capacity by $65 million. The result is an accumulating backlog of capital projects that exceeds $226
million by 2023, a figure that does not include the $180 million slated for the Safety Building
replacement that year.

It is also important to note that our analysis in this series of reports covers major infrastructure categories for
the city and county but omits smaller categories that still require considerable investment. Examples include
information technology and fleet replacement in areas like public works, police, and fire.
5

While we focus mostly on borrowing challenges in this report, the county’s ability to use cash financing also
has become increasingly challenging. Information technology projects and many types of basic infrastructure
repairs in the capital budget often are not eligible for bonding. As the list of projects requiring cash financing
has grown, the county has deferred some of them because it cannot afford the required direct appropriation of
property or sales tax dollars in the capital budget.
6
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Chart 13: Milwaukee County capital requests vs. capital finance capacity, 2019-2023 (in millions)
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The city’s problem is not nearly as severe but is becoming worrisome. According to the 2019 city
budget, approximately $78 million of debt is retired each year. The city has an informal goal that
annual borrowing not exceed the amount retired. However, as shown in Chart 14, G.O. debt issued in
2015-2017 was greater than $78 million, which reflected the willingness of policymakers in those
years to exceed the goal to address needed capital projects.
In both the 2018 and 2019 budgets, however, those same leaders elected to come much closer to
meeting the goal in light of concern over rising debt service payments. Consequently, in 2019, $44
million in capital projects requested by city departments were deferred, leading to the beginning of a
backlog that could escalate similar to the county’s in future years.

27

Chart 14: City of Milwaukee levy-supported G.O. borrowing vs. capital finance capacity, 2019-2023
(in millions)
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It should be noted that for both governments, capital project requests are not a precise barometer of
capital need, as decision-makers may elect to remove certain projects deemed unnecessary or of a
low priority from the list of requests. In addition, some may become obsolete should assets be sold.
However, it is also possible that new capital projects identified in the intervening years of the multiyear plan will widen the gap. Consequently, while the dollar figures may not be precise, the
fundamental dilemma illustrated by the two charts is very real.

Summary
Our series of reports on infrastructure owned by the largest governments in Milwaukee County show
a range of conditions by asset type. On the whole, sewer and wastewater treatment infrastructure
owned by MMSD and the city are in reasonably good condition, though property taxpayers and
ratepayers will need to be prepared for steady, sizable annual increases to maintain that status.
Water infrastructure challenges are considerably more pressing, with MWW facing a need for vast
investment in its water mains and lead service lines that will pose significant burdens to ratepayers
and, to a lesser extent, city property taxpayers for many years to come.
The most formidable problem, however, is related to city and county assets that rely heavily on levysupported G.O. debt financing. Indeed, the most alarming overall message of our series is that
Milwaukee County does not come close to having the financial capacity to address the totality of its
capital needs for those assets, while the city of Milwaukee is edging closer to such an assessment.
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Assuming that policymakers agree with this finding, what should be done to address it? The options
range across a wide spectrum. On one side would be the possibility of the county and city liquidating
assets or otherwise culling the list of needed projects to a level that is deemed affordable; on the
other would be the notion of issuing whatever G.O. debt is necessary to address all current needs.
Realistically, the answer lies either somewhere in between or with other options. A substantial
number of requested projects in both the city’s and county’s multi-year capital plans cannot be
ignored (such as those involving major roadways, bridges, and public safety buildings). Yet, at the
same time, the current financial frameworks for the city and county, as well as their taxpayers,
seemingly cannot afford the debt service for all needed projects. In the following section, we will lay
out a plausible range of options, though each has its own advantages and disadvantages and may
require heavy political lifting to pursue.
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Finance and Policy Options
If there were simple solutions to the capital finance challenges facing the city of Milwaukee and
Milwaukee County, then they would have been implemented by now. As discussed throughout our
series of reports, both governments face a fundamental mismatch between capital finance needs
and capacity. This mismatch stems from a growing list of needed capital projects that has been
generated by aging infrastructure and project deferral; the limited capital funding sources that are
statutorily available to the two governments; and the fact that the primary financial option that does
exist – use of property tax revenues to service G.O. debt – conflicts with the widely held conviction
that property taxes already are far too high in both the city and county.
While other financing options involving the private
sector or alternative debt vehicles could be considered,
most involve some form of debt that the government
must repay. As previously discussed, use of available
property tax levy resources for debt payments may
preclude their use for operating budget needs, which
are every bit as pressing as capital needs for both
governments.
Nevertheless, it is important to consider the range of
alternative financing options that local governments
across the country have used for funding infrastructure
work, including those that would require changes in
state law to be utilized in Milwaukee County.
Our starting point for such consideration is a 2017
white paper published by the International City/County
Management Association (ICMA) and Government
Finance Officers Association (GFOA) on local
government infrastructure financing. 7 While stressing
the importance of the municipal bond as the primary
financing method for local government infrastructure,
the paper laid out a spectrum of alternative financing
methods and the circumstances under which they
might be appropriate.

Glossary
Financing strategy: the broad
approach used to pay for capital
projects, including whether to use
cash or debt financing and, in the
case of the later, which specific form
of debt financing to use.
Funding source: The type of revenue
used to cash finance or service the
debt related to capital projects (e.g.
specific types of taxes or fees).
Financial arrangement: A situation in
which partners participate in capital
project financing and delivery.
Alternative infrastructure financing:
an umbrella term that describes a
strategy to fund capital projects that
could include new funding sources,
financing strategies, and financial
arrangements.

In considering alternative financing options, it is important to understand the distinction between
capital financing strategies and capital funding sources. A financing strategy refers to the approach
used to pay for a capital project. That approach may involve cash financing (often referred to as “pay
as you go”), which entails paying for the project up front or during the course of its construction; or
various types of borrowing, which entail lengthier payback periods with interest. The financing
strategy is distinct from the funding source in that the source is the specific type of revenue that is
7

“Infrastructure Financing: A Guide for Local Government Managers.” ICMA/GFOA. 2017.
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used to pay for a project or service its debt. In other words, the funding source is the mechanism that
brings in revenue to support the financing strategy, such as taxes or fees.
In categorizing alternative infrastructure financing options, the ICMA/GFOA paper includes both “New
Funding Sources” and “New Financing Mechanisms,” as well as a third option – “New Financial
Arrangements” – in which partners participate in capital project financing and delivery. We found
these categories to be a helpful way to organize our discussion of the financial options available to
Milwaukee County and the city of Milwaukee.
At the conclusion of this section, we discuss two additional options: forsaking a portion of needed
capital repairs and improvements by liquidating assets or otherwise avoiding them; and employing
modified debt financing policies and practices that would not involve a departure from the existing
financing and funding framework.

New Financing Mechanisms
Debt financing is the typical method local governments use to address their capital needs. It
provides governments with the up-front funding to complete their projects while spreading the cost
to those who will benefit from the infrastructure over the course of many years.
As we have discussed throughout this report, the traditional way of financing capital budgets is
through the issuance of property tax levy-backed G.O. bonds. These bonds are less expensive than
other sources of capital since they generally are federal tax-free and carry a lower interest rate. The
bonds typically are backed by the full faith and credit of the local government issuing the bond,
which means that general tax revenue is used to pay principal and interest.
An alternative form of publicly-issued debt is revenue bonds. These bonds are more common for
infrastructure projects associated with fee-for-service operations. Parking structures, tolled
highways, airports, and sewer projects are examples, as fees generated by use of the infrastructure
or from ratepayers pay for debt service. While revenue bonds can be backed by general revenues
like sales or property taxes, they are more commonly backed by revenue streams generated by the
specific project that is being financed or by user-related fees.
The ICMA/GFOA paper cites several alternatives to these traditional means of local government
capital financing. In Figure 1 and in the text below, we summarize the most viable options.
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Figure 1: New financing mechanisms and options
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•

New credit assistance tools cited by the ICMA/GFOA paper include loans, loan guarantees, or
lines of credit that may be more financially attractive to a local government than typical G.O.
bonding. For example, the Wisconsin Clean Water Fund Program combines federal grants and
state funding to offer subsidized loans (and in some cases principal forgiveness) that local
governments or utilities can access for wastewater and storm water infrastructure projects. The
city of Milwaukee accesses such loans for both water and sewer projects to take advantage of
the low interest rates, but there is no such fund available for transportation or building projects.
Several states have created state infrastructure banks, which use a mix of federal transportation
dollars and state matching funds to create a self-perpetuating fund that provides low-interest
loans to support local government transportation projects. Interest earnings remain in the bank
for use for future loans. These banks involve more state control over local capital financing and
tend to issue bonds in moderate amounts.
Wisconsin has a State Infrastructure Bank (SIB) program operated by the Wisconsin Department
of Transportation (WisDOT). The DOT reports that the program has made 22 loans over its 20plus years. Most of its remaining $700,000 funds are slated to be disbursed in 2019. Since
annual repayments for previously disbursed loans are in the $200,000 range, the program selfreplenishes at a fairly slow rate. A similar program is the state Transportation Economic
Assistance program. Entirely state-funded at approximately $3.4 million per year, the funds can
be disbursed as a grant or a loan with a $1 million ceiling.
Low-interest loans made by the Wisconsin Board of Commissioners of Public Lands (BCPL) can
be used by local governments to help fund infrastructure projects, including the acquisition and
design phases. According to BCPL records, Milwaukee County received $22.3 million in
disbursed loans between 2004 and 2009, though the city of Milwaukee has not financed
projects through the agency.
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•

Alternative forms of bonds include green bonds and social impact bonds. The former finance
specific “green” infrastructure projects with environmental benefits such as clean transportation
or pollution prevention. While these bonds can attract new investors interested in environmental
projects, they require additional monitoring and reporting and are a less developed bond market.
Also, as a financing mechanism, they are no different from bonds that do not have a “green”
component. Social impact bonds are a fairly new form of infrastructure financing that can be
used to finance social infrastructure projects like hospitals and prisons. They are not a normal
bond in that they are performance-based. Investors are repaid and receive a return on
investment only if social outcomes are achieved.

These tools may be useful in allowing local governments to borrow at lower interest rates (in the case
of loan funds) or in helping them to remain below statutory debt limits. In addition, some can be
used to attract private sector investment in local infrastructure projects. However, their uses are
limited (e.g. state infrastructure banks typically are restricted to transportation projects) and, in
Milwaukee County, none currently have the financial capacity to provide a comprehensive solution to
either the city’s or county’s overall infrastructure financing challenges.

New Financial Arrangements
New financial arrangements would involve the use of outside partners to support the financing of
needed capital projects. This can range from simple project-specific donations from philanthropic
entities to much more complicated formal partnerships that involve full private sector financing. We
show a range of options cited by the ICMA/GFOA paper in Figure 2 (on the following page) and
summarize the two ends of the spectrum below.
•

Philanthropic support of public infrastructure needs through donations, grants, and program
investment is already widespread in Milwaukee County with regard to cultural institutions. As
discussed earlier, the Milwaukee County Zoo, Marcus Center for the Performing Arts, Milwaukee
Public Museum, and other county-owned institutions have successfully leveraged county
financial commitments to attract matching funds for major projects from philanthropic donors.
Examples of philanthropic participation also exist in the county parks, where friends groups,
individual donors, and foundations have contributed to parks improvements.
On a smaller scale, the city of Milwaukee also has successfully secured private donations to
assist with infrastructure needs. The MKE Plays program has been in operation since 2015 as an
initiative to revitalize the 60 city-owned playgrounds. It involves a mix of city funding and
contributions from philanthropic and corporate sources.
Philanthropic support will continue to be a crucial component of Milwaukee County’s capital
program for the cultural institutions and parks going forward. However, such support typically
must be accompanied by a substantial matching commitment from the county, which poses a
huge challenge given the funding requirements attached to major projects like a new public
museum or a renovated Domes. Meanwhile, the support of friends groups and philanthropic
donors has been essential to financing needed repairs and improvements in some county parks,
but reliance on this approach threatens to create “haves” and “have-nots” as certain parks
housed in wealthier parts of the county are better able to attract private donations.
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Figure 2: New Financial Arrangements and Options
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•

Pursuit of more complicated and comprehensive public-private partnerships (P3s) is an approach
that might be used for major projects like a new Milwaukee County justice center or perhaps the
renovation or replacement of the Domes. Under this approach, a private sector partner can
finance part or all of the project and take on long-term operations and maintenance
responsibilities under a contract with a local government. In return, the private sector partner
receives an annual payment from the government and/or a share of the revenues generated by
the project.
A P3 contract can include various development elements, including design, finance, build,
operate, and maintain. Potential benefits include: faster project completion and lower
construction costs; operational efficiency; long-term maintenance assurance; access to private
skills and expertise; off-loading of financial risk; allowing for a focus on life-cycle costs as
opposed to construction and borrowing costs only; potential to fall outside the applicability of
statutory or self-imposed borrowing limits; and lower annual debt service payments given that
payback periods typically exceed those of municipal bonds.
On the other hand, potential risks include: higher interest costs because the debt is privately
held and not tax-exempt; complex contracts due to the mix of public and private responsibilities
and financing; and substantial administrative and monitoring costs. Also, if an annual payment is
required from the local government to cover some or all of the private partner’s debt payments,
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then that creates a financial challenge that is similar to that involved with the government’s
servicing of its own debt.
It is also important to recognize that such payments made by the public sector partner typically
need to be budgeted as operating costs, as opposed to debt service costs. Consequently, P3
arrangements could pose a disadvantage to local governments in Wisconsin because payback
costs likely would be subject to the state’s property tax limits on operating levies. Those limits do
not apply to debt service.
The use of P3s in Wisconsin can be a complicated matter because Wisconsin statutes do not
explicitly authorize nor prohibit their use by local governments. Given the lack of state guidance
that would ease the process, the bidding requirements can sometimes cause P3 efforts to be an
unwieldy and less desirable financing option. 8
That said, some Milwaukee County buildings have infrastructure projects underway that could be
considered P3 projects. For example, the Marcus Center for the Performing Arts is in the
planning process for large-scale interior and exterior renovations. The Center is operated by a
nonprofit entity that leases the building from the county. The project operates as a P3 on a
number of fronts: it will primarily be financed through private capital raised by the Center; the
Center can choose its contractors without being subject to the bidding requirements of the
county; and the Center is responsible for ongoing maintenance for the duration of the 99-year
lease. For the county’s part, some financial contributions will be made and oversight and
monitoring will be provided.
There is no question that new or expanded financial arrangements will have to be pursued by
Milwaukee County (and perhaps the city as well) in light of the magnitude of their capital needs. That
pursuit, however, is complicated by two challenges. The first is that the competition for philanthropic
support for capital projects involving cultural institutions and parks is steep, as it involves both
publicly-owned and privately-owned assets. Furthermore, the ability to attract support from private
donors typically is limited to large, visible capital projects, as opposed to the hundreds of smaller
repair and replacement needs for roofs, HVAC systems, etc., that exist throughout the county and
city.
Similarly, P3s would largely be limited to major projects. As noted above, while this option could
spread the costs associated with such projects over a lengthier period of time and create operations
and maintenance efficiencies, it may not significantly reduce the overall public sector financial
commitment that will be required to pay for the projects over time. Furthermore, a P3 approach may
create an even bigger competition with operating budget needs because P3 payments would be
subject to operating levy limits.

For a more comprehensive discussion of the pros and cons of using P3s, please read our 2019 report The
Jury Is Out.
8
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New Funding Sources
Before considering new forms of taxation, it is important to consider whether existing funding
sources might be expanded to address local government infrastructure needs in metro Milwaukee.
•

First, it should be recognized that the property tax is a readily available option to support new
G.O. debt for infrastructure projects. That is because, as noted above, property tax levy used for
debt service payments does not count toward annual levy limits enacted by the state, which only
apply to operating budget levies.
Using levy-supported G.O. bonding for the full cost of a large facility (like a new justice center) or
for a huge backlog of projects would be a huge fiscal challenge, however. Indeed, our Jury is Out
report found that most counties that have used G.O. bonds for new courthouses also have drawn
on special revenues sources to help service the debt or cash finance part of the cost in light of
concerns about the extent to which levies would need to rise to support the projects. In
Milwaukee County, as mentioned above, the political will to raise property taxes for additional
infrastructure investment would be questionable given a perception that property tax levels
already are high and competing operating budget needs.

•

Another existing option would be to turn to the state for increased support. For example,
increases in general forms of state aid – like shared revenue and general transportation and
transit aids – would be helpful in freeing up local sources of funds for infrastructure needs,
though the increases would have to be substantial to make a dent in the existing backlog and
breadth of anticipated new projects. 9
Perhaps more important would be special forms of state assistance dedicated to specific local
government infrastructure challenges. For example, as discussed earlier, the governor’s
proposed 2019-21 state budget included creation of a new state financing source for local
transit capital needs (with initial funding of $10 million statewide) and a reduced payback for
grants obtained for bus purchases through the Volkswagen settlement. The proposed budget
also would have enhanced state support for municipal lead service line replacement. Those
proposals were rejected by the Legislature’s Joint Finance Committee, however.

Notwithstanding the ability to increase property taxes for local capital needs and the potential for
additional state support, new sources of funding still are likely to be needed to generate sufficient
funds to support bond financing and associated cash matches for the two governments’

In his 2019-21 proposed state budget, Governor Tony Evers included a 2% increase in shared revenue for
municipalities and counties as well as 10% increases in general transportation and general transit aids. As this
report went to press, the Legislature’s Joint Finance Committee had eliminated the 2% shared revenue
increase from the budget while retaining the 10% increase in general transportation aid and trimming the
increase in transit aids from 10% to 2%. We estimate the 10% general transportation aid increase would yield
an additional $2.5 million for the city and $271,000 for the county, while the increase in transit aids is
estimated to produce a $1.1 million annual increase for the county.

9
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considerable infrastructure challenges. We list local taxation options cited in the ICMA/GFOA paper
in Figure 3, and then briefly discuss the options we deem most viable.
Figure 3: New local tax options
Local Option Sales Tax
Local Option Room Tax

Taxes

Local Option Fuel Tax
Local Option Income and Payroll Taxes
Local Option Vehicle Tax

Sales Tax
When the state of Wisconsin authorized counties to consider a 0.5% (half-cent) local option sales tax
in the late 1980s, Milwaukee County leaders responded by adopting the full tax and earmarking the
proceeds both for cash financing of capital projects and principal and interest payments on capital
debt. This strategy allowed the county to successfully address a series of pressing capital needs that
existed at the time.
A similar strategy could be effective today, though any additional increase in the sales tax by
Milwaukee County or its municipalities would require authorization from the state. An additional
0.5% sales tax in Milwaukee County would generate about $79 million annually (this is based on the
net amount budgeted from the existing 0.5% county sales tax in 2019).
As shown in Chart 15, the revenues from such a tax – if allocated entirely to county government –
would allow the county to cash finance a significant portion of its list of requested projects from
2020 to 2023 per the current five-year capital plan with the exception of the new justice center,
which still would be far too expensive to fit into the county’s regular capital plan. Smaller sales tax
amounts would address smaller portions of the list under a cash financing approach, as shown in the
chart.
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Chart 15: Potential annual revenues from new sales taxes compared to requested county capital
projects, 2020-23 (in millions and not including new justice center)
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Source: Milwaukee County budget and CAFR documents

Another option would be to use the new sales tax revenue stream to service the debt on additional
bonding, in which case the half-cent would be more than enough to cover both the list of requested
projects and a $300 million justice center. In fact, under that scenario, the half-cent also could cover
debt service on other major projects not in the current five-year plan, such as a full Domes
replacement or expansion of bus rapid transit.
For context, if the county issued $900 million in 15-year G.O. debt at a 3. 5% interest rate, then the
annual debt service payments would be about $78 million, which is roughly $1 million less than the
0.5% sales tax would generate annually. The county would never issue that much debt in one year in
light of statutory debt limits, a likely negative impact on bond ratings, and staffing and administrative
constraints. 10 However, this example shows the substantial amount of capital debt that could be
supported by a half-cent sales tax.

Officials at both the city and county say it would be extremely difficult to administer and implement a
sudden, large increase in projects should there be an opportunity to secure a large influx of infrastructure
funding. Local availability of contractors is limited and it can take months to recruit and hire new government
employees for non-contract work. Still, while the time it would take to adjust the workforce is a necessary
component of project planning, the need for revenue is most pressing; we would hope that solutions to staffing
and workforce questions and timelines would follow if additional revenues materialize.

10
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A half-cent sales tax dedicated solely to the capital needs of Milwaukee County obviously is not the
only variation of the sales tax option that could be considered. In fact, as shown above in Chart 15, a
smaller tax of 0.25% would generate about $39.5 million annually while a 0.1% tax would generate
about $16 million.
In Table 3, we show the amount of one-time borrowing those sales tax amounts could support
(assuming 15-year G.O. debt at a 3.5% interest rate). We see that a 0.25% sales tax, if dedicated to
G.O. debt service, would be more than sufficient to pay annual debt service on a one-time $450
million bond issue, the proceeds of which could support a $300 million justice center while leaving
the remainder for other capital projects. A smaller, 0.1% sales tax increase would generate an
estimated $16 million annually and allow the county to cover the debt service on a one-time, $185
million, 15-year G.O. bond issue, which would allow it to take care of a sizable portion of its existing
backlog.
Table 3: Amount of one-time bonding that could be supported under different Milwaukee County
sales tax levels (based on 15-year G.O. debt at 3.5% interest rate and level debt service payments)
(in millions)

Annual Revenue
Estimated maximum borrowed amount

0.5% sales
tax increase
$79

0.25% sales
tax increase
$39.5

0.1% sales
tax increase
$16

$900

$450

$185

Annual debt payment
$78
$39.1
Source: Milwaukee County budget documents and WPF calculations

$16

Other considerations surrounding use of a new county sales tax to address local government
infrastructure needs include the following:
•

Should a share of the tax be distributed to municipal governments? While there is no question
that the infrastructure challenges facing Milwaukee County far exceed those of the city of
Milwaukee, policymakers could consider sharing a portion of a potential Milwaukee County
infrastructure sales tax with municipalities within the county to help them with their
infrastructure needs. Such a move also could broaden the political appeal of such a tax.
Our research has documented the conflict between the city of Milwaukee’s growing
infrastructure repair and replacement needs and its capacity to issue levy-supported debt; a
share of a countywide sales tax could ameliorate that challenge by allowing the city to cash
finance a greater share of its capital budget and/or by providing an alternative source of revenue
to service G.O. debt. While we have not analyzed the capital needs of other municipalities in the
county, our studies on fire, emergency medical services, and dispatch functions in several of
those municipalities reveal substantial needs in those areas.
Finally, it should be noted that there is precedence for such an arrangement – Sheboygan
County approved adoption of the half-cent sales tax allowed by state law in 2016 and allocated
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the proceeds for both county and municipal transportation infrastructure needs, with $1.5
million of the estimated $9 million in annual revenue earmarked for municipalities. 11
•

Should the tax be limited to specific geographic boundaries and/or apply only to specific items
within the county? Instead of considering a general countywide sales tax to support
infrastructure needs in Milwaukee County, policymakers could consider variations targeted at the
growth of visitor and entertainment spending in Milwaukee’s downtown.
For example, state statutes already authorize a “premier resort area” sales tax of up to 0.5% that
may be used in jurisdictions that meet certain criteria, including that at least 40% of their
equalized property value is used by retailers that fall within tourism-related classifications. 12
Given the growth in downtown entertainment, certain parts of the city could qualify as a premier
resort area with a tweak to state law. In fact, former Governor Doyle’s 2007-09 proposed budget
would have allowed the city to levy a premier resort area tax within a four-square-mile section of
downtown and adjacent areas that had a high volume of tourism-related activity. While revenue
generated within the premier resort area may only be used for infrastructure expenses within
that area, such a move could free up funds for capital projects elsewhere.
Another option would be to authorize special infrastructure sales taxes on food and alcohol
purchases within the downtown area, such as that levied by the Wisconsin Center District.
Alternatively, a tax on entertainment city- or county-wide could be pursued. Minneapolis is an
example of a city that has done the former, using a 3% sales tax on food and beverage
purchases within a downtown boundary to help pay for debt service on new downtown football
and baseball stadiums. Meanwhile, Minneapolis, Pittsburgh, and Cleveland are cities that levy
special entertainment taxes on tickets purchased for various entertainment and sporting events.
In On the Money?, our 2017 report on Milwaukee’s revenue structure, we estimated the city
would generate $4.5 million annually from a 2.5% food and beverage tax levied in the downtown
area and $5 million annually from a 5% city-wide entertainment tax (a county-wide entertainment
tax obviously would yield a higher amount). It is important to note, however, that those estimates
were made prior to the opening of Fiserv Forum and adjacent entertainment venues.

•

Should the tax be time-limited, voter-approved, and designated to specific projects? Our previous
research on courthouse funding revealed relatively widespread use of special, voter-approved
sales taxes imposed over a finite period of time to finance the cost of major capital projects or
groups of projects. In Georgia, for example, the state allows counties and municipalities to enact
up to a 1% Special Purpose Local Option Sales Tax (SPLOST) to finance certain capital outlays
(either via cash financing or to service capital debt). The tax only can be imposed via a
referendum and is time-limited (usually five or six years) but can be renewed by voters for new
sets of projects.

“County Sales Tax Takes Effect January 1,” Sheboygan Press, December 30, 2016.
Wisconsin statute sec. 66.1113(1)(d) defines 21 tourism-related retailers as published by the U.S. Office of
Management and Budget in the 1987 edition of the standard industrial classification manual.
11
12
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In 2011, Forsyth County voters approved a 1% SPLOST to pay for a list of infrastructure projects,
including its courthouse and jail complex. The tax had been approved by voters on six previous
occasions to pay for other sets of infrastructure projects. Oklahoma City is another jurisdiction
that has effectively used time-limited, voter-approved sales taxes, enacting four separate 1% city
sales taxes to cash finance a variety of projects ranging from a basketball arena, to streetcars, to
parks. 13
For metro Milwaukee, the notion of using time-limited taxes to pay for sets of capital projects that
are expressly delineated and approved by voters may be more politically palatable than adopting
a general sales tax that would be used for the broad array of needed projects and that would last
indefinitely. A downside, however, is that while voter approval may be realistic for large, highprofile projects, such approval may be more difficult for the hundreds of smaller repair and
replacement projects for local roads, buses, parking lots, parks, parkways, and buildings that are
on the docket for the city and county over the next five years.
Overall, there are a variety of arguments that can be made for and against choosing the sales tax to
finance capital projects. On the positive side, the amount of tax assessed on most sales transactions
would be small and the administrative framework for tax collection already is in place. Also, a sales
tax is applied not just to residents, but also to those who visit and work in the county and, in the
process, utilize county and municipal government infrastructure and services. Finally, it is important
to note that sales taxes in Wisconsin are lower than those in most states; in fact, our recent report
on municipal revenue structures found that the combined state and local sales tax rate in Milwaukee
(5.6%) is the lowest among the largest cities in all other Midwestern states. 14
On the negative side, budgeting a given amount of sales tax for a specific purpose can be tricky since
incoming revenues can fall during an economic downturn. Also, the sales tax takes a larger
proportion of income from low-income residents, although exemptions on food and prescription
drugs can partly offset such regressive effects. Another potential negative consequence would be the
impact on consumer activity if such a tax were in place (i.e. the potential that, depending on the size
of the tax, it may cause people to shop or consume in neighboring counties).
Other Taxes
The sales tax is not the only alternative to the property tax that could be considered by state and
local leaders to finance infrastructure needs in Milwaukee County. In light of the magnitude of the
funding challenge, however, it is likely the only realistic alternative form of taxation that could
generate sufficient revenue to cash finance a major portion of the needed repairs, replacements,
and improvements.
Most other options would generate lesser amounts of revenue but still may be applicable to efforts
to create new revenue streams to service capital debt. The two exceptions would be a local income
or payroll tax, which would generate considerable revenues annually. In fact, On the Money?
estimated that a 1% city-wide income tax would generate approximately $69 million in annual
revenue while a 0.5% city payroll tax would generate an estimated $72 million. Those options likely
13
14

Our 2014 report, The Show Must Go On?, provides additional details.
See our February 2019 report, Dollars and Sense.
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are politically unrealistic, however, in light of the state’s already comparably high income tax rates
and the fact that there is no local option income or payroll tax precedent in Wisconsin.
Similarly, there is no precedent for local fuel taxes, and state leaders already are embroiled in a
controversial debate over whether to increase the state fuel tax to address state transportation
needs. However, a local fuel tax also could produce a significant source of revenue, which logically
would be earmarked for municipal or county transportation needs. Using recent data from the
Wisconsin Department of Revenue and WisDOT, we roughly estimate that a five-cent-per-gallon
gasoline tax in Milwaukee County could yield about $25 million per year, while the same tax levied
only in the city of Milwaukee would generate about $15.6 million.
Below we briefly focus on two taxation options that are currently used by local governments in
Wisconsin and that potentially could be expanded to help address infrastructure needs in Milwaukee
County. We illustrate how potential revenues generated by each option correspond with Milwaukee
County’s short-term capital needs in Chart 17.
•

Room tax. State law generally allows municipal governments to levy up to an 8% tax on sleeping
accommodations at hotels, motels, and rooming houses for lodging furnished for less than one
month. 15 Seventy percent of the revenues from the tax must be forwarded to a tourism
commission or tourism entity and used for tourism promotion and/or tourism development. A
statutory loosening of the 70% restriction could generate new revenue, although for the city of
Milwaukee and Milwaukee County, it would make little difference. When state law authorized
creation of the Wisconsin Center District (WCD) in 1995, city and state leaders agreed that the
city would forsake its room tax and instead allow the WCD to collect the tax within Milwaukee.
Counties are not authorized to levy a room tax.
For the city of Milwaukee to benefit from a room tax and use the proceeds for infrastructure
purposes, the state would need to allow it to impose a new tax over and above that imposed in
the city by the WCD and would need to waive the tourism promotion requirement. For context, in
2015, the WCD collected $13.2 million from its 7% room tax in the city the Milwaukee. The WCD
also imposes a separate 2.5% room tax on hotel/motel rooms throughout the county (for a total
9.5% tax on rooms in Milwaukee). Another option would be to allow Milwaukee County to impose
an increase in the countywide room tax and earmark the proceeds to support county
government’s capital needs. According to the state’s Legislative Fiscal Bureau, the current 2.5%
room tax in the county imposed by WCD generated about $6.7 million in 2017.
The expanded city or county room tax options could produce useful revenue streams for either or
both governments to address a portion of their capital needs. However, increasing room taxes at
the levels needed to address a substantial portion of those needs may be difficult without
impacting the economic competitiveness of hotels and motels in the county.

Some municipalities may exceed the 8% maximum limit or retain more than 70% of the revenues if they
meet certain requirements.

15
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•

Wheel tax. Municipalities and counties are authorized to adopt a local vehicle registration fee
and may do so concurrently. Proceeds from the tax must be spent for transportation purposes.
The city currently imposes a $20 wheel tax and the county collects a $30 tax. If both the city and
county were to double their wheel taxes, the city would generate an estimated $6.6 million in
new revenue, and the county an estimated $14.2 million.
For the county, the $14.2 million could be used to fully cash finance the local share of annual
bus replacements. An infusion of an additional $6.6 million annually to address city street and
bridge needs also would be helpful for Milwaukee’s city government.
Perhaps the primary attribute of a wheel tax if used for transportation infrastructure is that it
links vehicle owners, who are the primary users of transportation infrastructure, with the cost of
repairing and replacing that infrastructure (this logic even applies to buses, which take cars off
the road and benefit vehicle owners). However, the wheel tax as currently structured in
Wisconsin is regressive in that the same amount is applied to vehicle owners regardless of their
incomes or the cost of their vehicles.
Finally, while an expanded wheel tax, like higher property taxes, is a revenue option that could be
implemented locally without state action, it is similarly unpopular. In 2017, county residents
overwhelmingly rejected the notion of a $60 wheel tax in an advisory referendum.

Chart 17: Potential revenues from new room taxes and vehicle registration fees compared to
requested county capital projects, 2020-23 (in millions)
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43

Trimming the List of Capital Needs
In the end, if new financing mechanisms, financial arrangements, and funding sources are not
sufficient or palatable to address the region’s capital needs, then policymakers could opt to reduce
those needs by liquidating assets or otherwise crossing requested projects off the list. Milwaukee
County already has made some progress in that regard; in fact, according to the 2019 budget
document, “the county has reduced its facilities footprint by more than one million square feet of
office and other space since 2016.” That process is continuing this year, with plans to sell the
county’s water utility and land on the Milwaukee County Grounds in Wauwatosa.
It is important to recognize, however, that the cut lists for both governments could be limited, as
certain infrastructure must be retained. For example, some city street and county trunk highway
needs can be deferred for short periods of time or temporarily addressed through minor repaving
and repairs, but expensive rehabilitation and replacement projects ultimately will have to be initiated
if policymakers wish to keep the streets, highways, and bridges open to vehicular traffic.
It would be similarly difficult to permanently defer or eliminate most of the building, vehicle, and
equipment needs related to core public safety and judicial functions housed by both governments.
Meanwhile, the size of the county’s bus fleet (and corresponding bus replacement needs) possibly
could be reduced if policymakers are willing to cut routes and reduce service frequency, but many
would argue that Milwaukee County already lacks sufficient service levels in light of service cuts
adopted during the previous decade stemming from operating budget challenges.
An area that might logically be examined to reduce the list of capital needs is the county’s parks,
recreation, and culture functions. Not only is that one of the few areas of discretionary capital
spending for the county, but our research also has found that it is the biggest contributor to the list
of requested projects from 2020 through 2023, as shown in Chart 18 on the following page. 16
The question of which parks and cultural projects to cross off the list is a difficult and subjective one
that we cannot answer. Clearly, such discussion would benefit from in-depth analysis of the usage of
various parks and recreational amenities, as well as the extent to which there may be overlap in
cultural and recreational offerings in certain parts of the county. It is also important to point out,
however, that a decision to cull a significant number of such projects could generate a need to
consider the closure and/or downsizing of entire parks or cultural facilities. That is because at some
point, the need to repair buildings and structures and properly pave parkways, trails, and walkways
cannot be avoided without threatening public safety.

The substantial amount shown for buildings in 2020 reflects a potential new forensic science center that
would house the Medical Examiner and Emergency Management division; it is unclear whether that project
would be county-funded or funded through a partnership with the Medical College of Wisconsin.

16
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Chart 18: Breakdown of requested Milwaukee County capital projects by function, (in millions)
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Modifying Debt Policies and Practices
If local and state policymakers ultimately determine that new funding sources are not palatable and
that the list of necessary projects cannot or should not be significantly reduced, then they could
consider some less controversial changes to existing G.O. debt policies and practices to potentially fit
additional infrastructure projects into current capital programs.
The most obvious modification would be to lengthen the term of G.O. debt from the current 15 years
used by the city and county for most G.O. bonds issued for capital purposes to the statutory limit of
20 years. Limiting bond terms to 15 years ensures debt is rapidly repaid (which is an important
consideration for bond rating agencies) and limits the amount of total interest paid by taxpayers
when compared to lengthier terms. While fiscally prudent, however, this practice also increases the
annual payment amounts for the life of the debt, which reduces the number of projects that can be
squeezed into annual capital budgets without exceeding desired caps on debt service payments.
Extending the life of G.O. debt from 15 to 20 years would provide some annual debt service relief,
but it would not be substantial. For example, the county would reduce its annual payments only by
about $800,000 for a $50 million G.O. bond issue (assuming a 20-year repayment period at a 3.5%
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interest rate). Meanwhile, total interest costs over the life of the bonds would grow by about $5.3
million.
A more significant benefit could be produced if the county used a lengthier repayment period for a
large one-time G.O. bond issue to address a sizable portion of its infrastructure backlog. Using our
earlier example of a $185 million bond issue (the amount we originally determined could be
supported by a 0.1% sales tax), an annual reduction of $3.1 million in debt service could be realized
from the use of 20-year debt, as shown in Table 4. If state leaders changed the law to allow such a
strategy to involve 30-year debt, then the annual reduction would grow to $6 million. Again, however,
the downside would be significantly higher total interest costs over the life of the bonds (ranging
from $19.4 million to $60.9 million in our two examples) as well as potential negative impacts on
bond ratings.
Table 4: Annual debt service and total interest for varying G.O. bond terms on a one-time, $185
million G.O. bond issue (assuming 3.5% interest rate and level-funded debt payments) (in millions)
Repayment Period

15-year

20-year

30 year

Annual Debt Payment

$16.1

$13.0

$10.1

Total Interest Paid

$55.9

$75.3

$116.8

Source: WPF calculations

In addition to extending the length of bonds, county leaders could consider other changes to debt
repayment policies that could enhance the affordability of a large one-time borrowing initiative to
address the huge infrastructure backlog. For example, the county will retire $400 million in pension
obligation bond debt originally issued in 2009 in 2031. At that time, it ostensibly would have
substantial additional capacity to afford higher debt payments for its regular capital program.
Consequently, for a large one-time bond issue, it could be advantageous to structure the debt service
payments in a manner that would avoid repayment of principal until 2031. This would smooth out
the county’s total annual debt service payments over the life of the bonds, although the downside
would be greater total interest costs and greater risk. 17
Given that the infrastructure needs of Milwaukee County involve several projects that have a useful
life beyond 15 years, a case could be made for lengthening bond repayment schedules, particularly
when it comes to a large debt issuance to address the backlog or to finance one or more very large
projects (like the justice center or Domes). As with several previous options discussed in this section,
however, such an approach would only modestly enhance affordability and would be unlikely to
obviate the need for additional funding sources. Furthermore, the impact of such action on bond
ratings and taxpayers would need to be carefully weighed.

Summary
Our review and consideration of potential new financing mechanisms and financing arrangements to
address the daunting infrastructure challenges facing Milwaukee County and the city of Milwaukee
reveals that several options exist, but also that very few would generate the resources required to

17

We provide a more detailed description and modeling of this strategy in The Jury is Out,
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comprehensively address the magnitude of the challenge. In fact, a clear takeaway is that a new
funding source is required specifically to address Milwaukee County’s range of needed projects.
Despite the clarity of that finding, there is considerable latitude for policymakers to deliberate the
following:
•
•
•
•
•
•

•

The precise type of new funding source
The appropriate level of new taxation or amount of new fees
Whether the new source should support cash financing or borrowing
Whether it should be time-limited and project-specific versus permanent and general
Whether and how any new funding sources should be juxtaposed with potential new financing
mechanisms or changes to existing debt policies and practices
To what extent a new funding source should be accompanied by decisions to cross certain
requested capital projects off the list, abandon any new projects in the planning phase, or
otherwise reduce the portfolio of publicly-owned capital assets
To what extent a new funding source should be accompanied by improvements to capital
planning and decision-making processes at the county and city to ensure the problem does not
re-create itself in the future

Other fundamental conclusions are that addressing a problem this big will necessitate using a variety
of strategies; and that state government will need to play a critical role – either by approving new
revenue sources, contributing financially itself, or both.
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Observations and Conclusion
When we initiated our analysis of local government infrastructure challenges three years ago, our
stated goal was to “enlighten” local policymakers about the magnitude of an issue that, in our minds,
had eclipsed pensions as their foremost financial threat. We also said we would conclude our series
of reports by laying out some tangible policy options and recommendations that could be used by
decision-makers to dig their way out of the problem (both figuratively and literally).
Now that our research is complete, we are left with the realization that Milwaukee County’s
challenge is even more serious than we had imagined. For the city of Milwaukee, a point of crisis has
not been reached. Still, we are concerned that a repair and replacement backlog may be emerging at
the city, as the financial wherewithal to adequately address its street, bridge, and building needs is
not easily discernable.
Similarly disconcerting is our assessment that creative forms of financing or new public-private
partnerships will not be nearly enough to rectify the situation for either local government. Instead,
elected leaders and citizens must come to grips with the reality that a new source of funding will be
needed to address the county’s (and quite possibly the city’s) infrastructure needs unless the list of
identified capital projects somehow is significantly diminished.
While our research leads us squarely to that conclusion, the need for new funding should not be
used as an excuse to avoid addressing other elements that have helped to create and perpetuate
the problem. For example:
•

Both Milwaukee County and the city of Milwaukee should undertake more comprehensive
assessments of their multi-year infrastructure needs and costs. Both governments
appropriately engage in basic long-term capital planning and publish itemized lists of
requested capital projects in multi-year planning documents. However, it is too easy for
policymakers to defer projects on the list because they are largely unaware of the
consequences. Capital planning documents would be improved by indicating those projects
that must occur and the timeframe within which the work must be initiated. Furthermore,
multi-year plans should specifically detail the borrowing required to finance all truly needed
projects and the impacts on annual debt service payments and property tax levies. MMSD’s
long-term capital budgeting process would serve as an excellent model for both
governments.

•

Milwaukee County leaders must recognize that they cannot afford all of their necessary
projects. While “affordability” is a subjective term, the enormity of the county’s infrastructure
backlog indicates that both new funding and liquidation of assets will be required to
effectively address it. Previous discussions among county leaders about trimming their
inventory of capital assets have been difficult, which is understandable given that no
supervisor wishes to see a pool or ballfield eliminated from a park in his or her district (or
turned over to another entity). However, these discussions must be reinvigorated, particularly
with regard to assets that do not involve mandated services. Also, when they do take place,
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these deliberations must be guided by data-driven factors (such as usage and revenue
generation) that allow for objective cost-benefit analysis.
•

There must be greater urgency among all local governments in the region to pursue service
sharing and consolidation. While not the subject of our infrastructure series, we have found
in numerous other studies that sharing or consolidation in areas like fire and rescue and
public safety dispatch can produce a dramatic reduction in equipment and building costs. In
fact, our 2015 report reviewing the results of fire department consolidation in Milwaukee
County’s North Shore found that the seven communities had collectively saved $3.4 million
in capital expenditures since the merger occurred 20 years earlier. 18

The infrastructure problem facing metro Milwaukee’s largest local governments has built over
several decades. While there are multiple causes, a primary one is that the infrastructure is old, and
the need to repair and replace large portions of it comes at a time when local government financial
structures no longer are equipped to bear the cost.
Local government officials can continue to shrug their shoulders and take care of as much work as is
deemed affordable each year, which will never be enough to keep the list of needed projects from
growing. State policymakers can continue to insist that this is a locally created problem that merits a
locally derived solution. The preferred approach, however, would be for leaders from both levels of
government to collectively recognize that an effective response is critical to the economic health of
the state’s largest metro area and to work collaboratively to get the job done.

See our 2015 report, Come Together: An Analysis of Fire Department Consolidation in Milwaukee County’s
North Shore.
18
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