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INTRODUCTION

What a difference a year makes. Last year at this time, after noting the startling nature of a
recommended county budget that avoided program and staffing cuts in the midst of a global
pandemic, we also warned that “any celebration about the relatively tranquil nature of the 2021
budget should be somewhat muted.”

The rationale for our warning was our concern that several of the positive factors that relieved county
leaders from difficult budget choices in 2021 were unlikely to be available in subsequent years.
More specifically, we did not foresee that tens of millions of federal pandemic relief dollars would
again come the county’s way, and we were skeptical that the county’s ability to keep a lid on health
care and pension costs and withdraw healthy amounts from reserves would last much longer.

It turns out those doubts were misplaced - at least for the time being. For the second consecutive
year, the 2022 recommended budget avoids significant service cuts, fee increases, and reductions
to the county workforce. Instead, in even more startling fashion than the 2021 version, it finds room
for new investments tied to racial equity, recommends the largest salary increase for county workers
in recent memory, and even doubles the county’s contribution to municipal governments for
emergency medical services.

Even more remarkable is that these feats are accomplished with only minimal use of the county’s
$183.7 million allocation from the federal American Rescue Plan Act (ARPA) passed earlier this year.
Instead, the budget benefits from a healthy rebound in sales tax collections, a decrease in projected
health care and pension payments, and the ability to withdraw $7.2 million from the Debt Service
Reserve (DSR) because of prudent use of last year’'s pandemic relief allocation. An additional huge
infusion of federal relief dollars for transit also provides critical help by allowing the budget to avoid
cuts in bus routes without allocating more property tax levy or general ARPA monies.

The ability to save ARPA dollars for more lasting uses and to preserve at least a portion of the federal
transit funds for the next one or two budgets should also alleviate the need for difficult decisions in
the 2023 and 2024 budgets. Those dollars may also allow county policymakers to make a dent in
the county’s overwhelming capital budget backlog and hold down debt levels.

While this outlook is undeniably far rosier than any the county has seen in decades, the caveat is
that it, too, is likely to be short-lived. The federal infusions - while robust enough to bring benefits for
multiple years - will be mostly exhausted by 2025. After that time, a stubborn annual structural
deficit in the $20 million range almost certainly will resurface, and the county’s infrastructure
backlog still will be immense. With few new revenue options at the county’s disposal and a series of
fierce expenditure pressures, its annual budget challenges may return with a vengeance.

In the pages that follow, we size up the recommended budget both with an eye toward the good
fortune that has befallen the county in the near term and the budget threats that remain for the
future. Our aim is to provide impartial analysis and context for policymakers and the public as the
2022 county budget process moves forward in the weeks ahead.
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2022 RECOMMENDED BUDGET
SYNOPSIS

The 2022 Recommended Budget totals
$1.28 billion, an increase of $101 million
(8.6%) from the 2021 amount. The
operating budget totals $1.15 billion
($50.7 million higher than 2021), while the
capital budget increases by $50.5 million
to $130.6 million. The spending boosts are
almost entirely attributed to the county’s
receipt of various forms of federal
pandemic relief and stimulus monies.

Figure 1 breaks down the budget by major
revenue and expenditure categories. As in
previous years, the three largest areas of
expenditure are health and human services
at $399 million (including $248 million for
behavioral health); transportation & public
works at $377 million (including $164
million for transit operations); and public
safety at $130 million.

The largest revenue source is “Direct
Revenue,” at $380 million. This category
consists of service-related fees and
payments such as zoo admissions fees,
transit fares, and Medicaid reimbursement.
The property tax is next largest at $310
million. The county also expects to receive
$254 million in grants and aids from the
state and $201 million from the federal
government. State revenue is down $25
million from 2021 largely because of
reduced transit aids while federal revenue
is up $111 million in light of the temporary
forms of federal aid noted above.

The county’s two primary sources of local
revenue are the property tax and sales tax.
The healthy projected growth in both
sources in 2022 ($5.6 million for the
property tax and $11.4 million for the sales
tax) is unusual and helps explain the
equally rare lack of service cuts and
opportunities for new investment in the
recommended budget.
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THE 2022 BUDGET GAP

While this is one of the least stressful county budgets in at least two decades, the county’s structural
budget gap is real and continues to pose substantial challenges. The gap - which first became a
major concern in the early 2000s - stems from the failure of the county’s major revenue streams to
grow by the amounts needed to match its expenditure needs. The county comptroller recently
reported that county expenditures are projected to grow by an average of 2.4% annually over the
next several years while its revenues are projected to increase by an annual average of only 1.0%.

The lack of revenue growth is most pronounced with regard to the county’s two largest revenue
sources: state aids and property taxes. For example, the county’s budgeted state shared revenue
allocation of $30.9 million in 2021 was virtually identical to the amount it budgeted a decade earlier.
Meanwhile, the county’s budgeted property tax levy of $275.4 million in 2012 grew by only 10.4% to
$304 million in 2021 (about 1% per year on average), in part because of state-imposed levy limits.

On the expenditure side, the amounts needed to pay for growing pension obligations and cost-of-
living adjustments (COLAs) to employee salaries - combined with other inflationary “costs to
continue” - typically exceed the total amount of new revenue available each year. This requires
county departments to find ways to absorb those inflationary cost increases, which often has led to
staffing and program cuts or proposals for new or increased fees.

In recent years, the county has made considerable progress in shrinking the annual structural gap, in
large part because of its success in controlling the growth of pension and health care costs and its
cuts to the county workforce. As shown in Chart 1, the impressive trajectory was interrupted in 2021
as a result of pandemic-induced revenue losses, but in 2022 the projected gap heading into budget
deliberations dropped to a more typical $20.3 million.

Chart 1: History of initial projected funding gaps, 2018 to 2022 (in millions)
2018 2019 2020 2021 2022

($16.0)

($20.3)

($23.5)

($30.9)

($42.5)

Sources: Milwaukee County Comptroller’s Office and Office of Performance, Strategy, and Budget
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The major components of the initial $20.3 million projected gap included $4.3 million for employee
COLAs, combined growth of $6.2 million in health care and pension costs, and $7.8 million in added
expenditures for inflationary cost-to-continue operating increases in departments. It is notable that
even these projected increases - which were relatively modest when compared to some previous
years - far eclipsed the original projected growth in the county’s major local revenue streams (see
Chart 2). An added challenge was the loss of $4.0 million in revenue from Froedtert hospital due to
the expiration of an agreement linked to the closure of Doyne Hospital in the 1990s.

Chart 2: Projected growth in major cost areas vs. major local revenue sources at start of 2022
budget process (in millions)

B Expenditures

$7.8 ® Revenues
$6.2
4.3
¥ $4.0
$3.0
$0.1
General Health Care/ Employee Property Sales Vehicle
Non-Personnel Pension COLAs Tax Tax Reg
Fee

Source: Milwaukee County Office of Performance, Strategy, and Budget

How the gap was bridged

The good news is that this initial gap was completely eliminated by a handful of fortuitous
developments over the summer, thus allowing the 2022 recommended budget to forego the types of
service cuts and fee increases that have been required in most previous years and even setting the
stage for some new investments.

The first piece of good news was a surge in sales tax revenues in the first several months of 2021 as
local economic conditions improved. In adopting the 2021 budget, county leaders had conservatively
assumed sales tax revenues would rebound somewhat but still remain about $8 million below pre-
pandemic projections. Based on collections so far in 2021, however, budget officials now expect
2021 totals to exceed the budgeted amount by that same $8 million. That, in turn, leads to a new
2021 baseline that allows for a projected $11.4 million increase in 2022 over the original
conservative 2021 budgeted amount (from $77.1 million to $88.5 million), which is $8.4 million
more than the increase shown above in the original 2022 projection.

A second fortuitous circumstance was the $35.5 million surplus the county realized in 2020, which
resulted largely from its ability to use pandemic relief revenues from the federal CARES Act to

6 MILWAUKEE COUNTY BUDGET BRIEF | OCTOBER 2022 nil




supplement departmental budgets. County leaders prudently decided to allocate $30.5 million of the
surplus to the Debt Service Reserve (DSR), which now has a projected year-end balance of nearly
$67 million. This healthy balance vastly exceeds a $50 million goal set by budget officials and allows
for a recommended $7.2 million DSR withdrawal in 2022 to support operating budget needs.

Finally, an important driver of the structural budget gap in most years is the need to increase
property tax levy support for the pension fund and employee/retiree health care. However, instead of
the combined $6.2 million increase that was projected at the onset of the budget process, those
costs are now projected to decline by a combined $3.0 million. A nearly $1.5 million decrease in the
pension contribution results largely from strong investment returns in 2020, while a nearly $1.6
million decrease in health care costs is attributed to lower-than-expected claims activity and
elimination of the county’s $2 million payment for stop-loss insurance coverage.

Chart 3 summarizes the developments that not only eliminated the 2022 budget gap, but also freed
up considerable resources for new investment. In addition to the items described above, the county
executive and his budget team asked most departments to absorb the $7.8 million in projected
costs to continue. Also, $4 million in federal ARPA dollars are recommended to offset a proposal to
increase pay for corrections officers at the jail and House of Correction (HOC).

Chart 3: Major items that eliminated the structural gap and provide capacity for new investments in
2022 (in millions)

Lower Health Care/Pension Projection $9.2

Revised Sales Tax Projection $8.4

Departments Absorb Cost to Continue $7.8

Debt Service Reserve Withdrawal

@
.
[N

ARPA Funds $4.0

Source: 2022 Recommended Budget (this is the source for all other charts in the report unless otherwise noted)

Overall, the ability to budget increased sales tax revenues and lower health care and pension costs -
as well as make a larger-than-usual withdrawal from reserves - placed the county executive in the
enviable and unique position of having additional dollars to spend. At the same time, pressure to use
the county’s general ARPA allotment to fill revenue holes all but disappeared (although a large
allotment of federal transit relief dollars is used to support the transit budget). In the following pages,
we provide additional insight on where new investments occurred and how long the county’s recent
good fortune may continue.
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OPERATING BUDGET OVERVIEW

The 2022 recommended operating budget totals $1.15 billion, an increase of $50.7 million (4.6%)
over the 2021 amount. About four-fifths of the increase would be spread among the three largest
county functions: Health and Human Services ($22.4 million or 6.0%); Transportation & Public Works
($11.4 million or 4.3%); and Public Safety ($8.2 million or 6.9%).

These increases are understandable given that these functions have large workforces, and portions
of the increases are attributed to extra salary dollars from a recommended 2% pay increase for all
employees. Yet, there are also other factors at play, including a large additional allotment of state
and federal dollars to the Behavioral Health Division (BHD) for community-based service expansion
and extra funds for the Sheriff and HOC for the corrections officer pay increases.

As noted above, a remarkable feature of the recommended operating budget is the opportunity for
new investment. The county executive embraces that opportunity by focusing on several top
priorities laid out in the county’s strategic plan. The following are some of the notable operating
budget “winners:”

e County employees: The budget recommends a 2.0% across-the-board pay increase as of April 1.
While that certainly could not be considered overly generous, it may seem that way to county
workers, who have grown accustomed to annual increases in the 0-1% range while also often
seeing their health care and pension co-pays increase. The recommended budget leaves health
care alone (though there are small increases in some dental coverage costs) and the pension
payment drops slightly for non-public safety employees, from 6.2% to 6.1% of salary. In addition,
the budget includes $2.5 million for additional pay increases for some employees pending the
completion of a new compensation study.

e Equity initiatives: The recommended budget includes several new investments to further the
county’s strategic emphasis on advancing racial equity and eliminating racial health disparities.
Those include three new human resources positions to enhance diversity recruitment and equity
training efforts countywide. Also, the compensation study and $2.5 million in new funds
referenced above are designed, in part, to identify and correct pay disparities in the county
workforce by race and gender. We provide further analysis of equity initiatives in Key #2.

e Municipalities: The budget includes a “surprise” allocation of an additional $1.5 million for
municipal emergency medical service (EMS) providers. The county’s Office of Emergency
Management (OEM) oversees countywide EMS by credentialing responders, administering
medical direction and standards of care, and collecting and analyzing countywide data. The
county also has provided a formula-based payment to municipal fire departments to ensure they
meet the county’s EMS standards. That annual payment was reduced from $3 million to $1.5
million about a decade ago and was almost eliminated in subsequent budgets. The
recommended budget restores the payment to $3 million and uses an exemption for EMS in
state-imposed levy limits to raise property taxes to do so.

e Strategic and administrative services: The recommended budget includes several departmental
restructuring and reorganization initiatives, including changes to the Office of African American
Affairs (which is re-named the Office of Equity) and continued restructuring in the Department of
Health and Human Services (DHHS), including creation of a new Children, Youth and Family
Services Division. In addition, the budget recommends creation of a new cabinet-level Strategy,

8 MILWAUKEE COUNTY BUDGET BRIEF | OCTOBER 2022 nil




Budget & Performance department that will house both budget and strategic planning functions
and would benefit from creation of one new position (as well as one created mid-year in 2021)
and the transfer of four positions from other departments.

Also notable in the recommended operating budget is increased levy support for the following
departments that often have been targeted for painful reductions:

The Office of the Sheriff would see a levy increase of $2.8 million. While a sizable portion pays
for the 2% pay increases for the office’s large workforce, the new monies also support a $3 per
hour premium pay increase for corrections officers to aid in recruitment and retention (which
also applies to the HOC); new body cameras for staff in the jail; and eight positions that were
formerly supported by the Milwaukee Regional Medical Center for County Grounds security and
that now will be supported by tax levy and transferred to fill gaps in other areas. An important yet
unanswered question is whether the $3 pay premium will be enough to overcome corrections
officer recruitment challenges, particularly if dozens of positions become vacant because of
enforcement of the county’s COVID-19 vaccine mandate.

The Parks Department would receive an additional $556,000 in tax levy, which helps to fund
four new parks maintenance workers and a $100,000 initiative to accelerate tree replacements.
The department also fared well in the capital budget, as we will discuss below.

The Milwaukee County Transit System (MCTS) would receive just a $144,000 increase in levy,
but that's notable given the sizable annual levy reductions that were the norm several years ago.
Meanwhile, the infusion of $39.8 million in federal pandemic relief funds allows MCTS to avoid
route reductions and fare increases while also investing in 60 new buses. See Key #3 for more
detailed discussion about the transit budget and its long-term outlook.

In addition to these recommended operating budget changes, we provided analysis below on other
significant areas of new investment as well as other impacts related to the pandemic and federal
relief funds.
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CAPITAL BUDGET OVERVIEW

The recommended capital improvements budget totals $130.6 million, which is a $50.6 million
(72%) increase over the 2021 adopted amount. Of the total, $12.9 million is for projects at General
Mitchell International Airport, which are fully reimbursed by airlines or outside revenue sources and
do not directly impact county finances or fall within the county’s borrowing limit. Non-airport projects
total $117.7 million, which is an increase of $52.5 million compared to 2021.

The major source of financing for the county’s capital program typically is general obligation (G.O.)
bond proceeds, but for 2022 reimbursement revenue - largely from the federal government -
exceeds that source of funding. Non-airport projects would receive $59.7 million in federal funds
while the county would bond for $44.5 million and use $8.5 million in sales tax revenue for cash
financing. About $5 million in state revenue comprises the remainder of the non-airport total.

The $44.5 million recommended bond issue is consistent with the county’s self-imposed bonding
limit for non-airport projects, which generally allows for a 3% increase each year. The budgeted cash
amount for non-airport projects represents 16.1% of the total and falls somewhat short of the
county’s 20% cash financing goal.

The sizable increase in the recommended budget is largely attributed to two significant investments
in mass transit: a $31.8 million allocation for 60 new buses and a $20 million outlay for north-south
transit enhancements in the 27th Street transit corridor. Both projects would exclusively use federal
funds, including $6.4 million in ARPA funds awarded to MCTS by the state, which will serve as the
20% local match for bus replacements. Without those two projects, the 2022 recommended capital
budget for non-airport projects would have been similar in size to the 2021 budget.

The two projects that would require the largest use of bond proceeds are replacement of the North
Shop, a facility used to house highway maintenance vehicles and equipment, at $15.4 million (nearly
a third of the recommended total bonding amount); and reconstruction of parking lots at McKinley
Marina for $5.6 million. The North Shop project has been requested by public works officials for
more than a decade and inclusion of the full funding amount in the 2022 capital budget is shocking
at first glance. However, the budget document cites the lack of Americans for Disabilities Act
compliance and the absence of locker room and restroom facilities for women as equity issues that
finally need to be addressed.

The McKinley Marina project is one of nine projects recommended for the parks department at a
total local cost of $13.2 million, or about a quarter of the local capital funding in the budget. This
prioritization of parks projects is a notable change from previous years, though a huge backlog of
parks capital needs would remain, as outlined in the Forum’s recent series of reports on the county’s
infrastructure challenges.

The recommended capital budget as a whole conveys a similar story. Inclusion of the North Shop
project and the investments in new buses and parks - as well the budget’s ability to address nearly
50 additional smaller projects in backlogged areas like highways and buildings - would produce
needed improvements to the county’s aging infrastructure and vehicle fleet. Yet, a sizable list of
requested projects for 2022 that cannot be accommodated within the bonding cap and an even
lengthier list of projects identified for the next four years leave the county running in place.

For 2022, departments submitted non-airport capital project requests that would have required
$135 million in local funding but the recommended budget is only able to include about $53 million

10 MILWAUKEE COUNTY BUDGET BRIEF | OCTOBER 2022 nil



https://wispolicyforum.org/research/picking-up-the-pieces-what-will-it-take-to-address-local-government-infrastructure-challenges-in-metro-milwaukee/

(39%) of the total. That moves more than $80 million to the 2023 list of identified projects, which
already totaled nearly $160 million. This cascading effect has been the norm for several years and
has contributed to a huge backlog of needed projects with a price tag that far exceeds the county’s
available capital financing capacity as it is currently defined.

Chart 4 illustrates the dilemma by comparing the project requests for each of the remaining four
years in the county’s five-year capital improvements plan to available financing each year as set by
the bonding cap and an assumed 20% cash match.1 The backlog will continue to escalate until
2026, when it will worsen even more considerably in light of a $180 million placeholder for a new
criminal justice facility to replace the outdated Safety Building — a project that has been on the
books for years but for which no financial solution exists.

Chart 4: Available county financing vs. capital requests, 2023-2026

mmmm Capital Requests mmmm Justice Center Project
$1,200 Accumulated Backlog Available Financing
2
2
= $1,000
$800
$600
$400
- - -
$0 | |
2023 2024 2025 2026

Source: 2022 Recommended Capital Improvements Budget

Fortunately, there is a ray of hope this year in light of the $183.7 million in ARPA dollars that the
2022 budget barely taps into for operating purposes. While using even the entire remaining amount
to address the capital backlog would only address part of the problem, the ARPA funds do provide a
critical opportunity to at least make some headway.

1 The 2023 requested project total includes nearly $80 million of unfunded requests from 2022 that move into the
following year.
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FOUR KEYS TO THE 2022
RECOMMENDED BUDGET

Key #1: ARPA funds preserved

When viewing the 2022 recommended budget through a multi-year lens, perhaps more important
than understanding what is in the budget is recognizing what is not. The budget remarkably forsakes
the use of all but an additional $4 million of the county’s original $183.7 million ARPA allocation to
address operating needs in 2022,2 electing instead to wait for recommendations from a special task
force comprised of county board supervisors, administration officials, and the comptroller before
decisions are made on the ARPA distribution.

It is still possible that significant chunks will be spent in 2022, but because the recommended
budget does not allocate those funds they would not be needed to make ends meet next year.
Instead, they would be preserved for potential one-time capital expenditures, direct pandemic-
related needs, or filling revenue holes in 2023 or 2024. This a notable contrast to the approach
taken in the proposed budget for the city of Milwaukee, which allocates $34.6 million of the city’s
$394 million allocation to fill revenue gaps next year and indicates that more than $50 million will be
similarly used in both 2023 and 2024.

A cardinal rule of responsible budgeting is to avoid the use of one-time revenue sources to meet
operating budget needs so as not to create holes in future operating budgets. The ARPA legislation
allows for such usage, however, as a means of plugging gaps filled by pandemic-related revenue
losses.3 The rationale is that such usage may be critical to avert cuts in vital services and buy time
until local tax collections rebound from the impacts of the pandemic.

Even more important is the liberal definition of revenue “loss” employed by ARPA. It allows local
governments to establish a base year (defined as the latest full fiscal year prior to the pandemic),
and then calculate what their gross revenue totals would have been had those revenues increased
by 4.1% annually through 2024. The “loss” is then defined as the difference between actual
collections and that annual 4.1% growth rate, as opposed to actual year-to-year losses.

Chart 5 illustrates this dynamic by summarizing a comptroller’s analysis comparing key revenue
stream projections from 2020-2023 to the amounts that have and would be collected if 2019 totals
grow by 4.1% each year. Per this calculation, the county would be eligible to use at least $198
million of ARPA funds in the 2022-2024 budgets to offset revenue losses, even though key revenue
streams like sales taxes, property taxes, and state aids are expected to largely recover or even grow
slightly.4

2 The recommended budget also includes 2022 funding for two uses of ARPA funds already approved by county leaders —-
$1.8 million for a pilot “Right to Counsel” program for individuals facing eviction and $4.5 million for a flexible housing
subsidy pool. If adopted, about $11 million of the $183.7 million ARPA allocation will have been designated for those two
programs in 2021 and 2022 as well as the $4 million recommended for correction officer pay premiums.

3 Other eligible uses include expenditures related to the pandemic or its negative impacts, premium pay for essential
workers, and investments in water, sewer, and broadband infrastructure. The funds may not be used toward pension funds,
pension reserves, or debt service payments.

4 The $198 million understates the eligible amount as we only show a sample of the key revenue streams.
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Chart 5: Revenue loss projection for key revenue streams per ARPA definition (in millions)
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$53.6

$32.5
$21.6
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Source: Milwaukee County Comptroller

The ability to resist this temptation in the 2022 recommended budget (except for the use of $4
million for $3 per hour premium pay increases for corrections officers) allows the county to be
strategic in its use of the funds. The special task force has already laid out a framework for ARPA
expenditures that call for 63% of the monies to be used for revenue loss recovery; 20% for
community support; 13% for COVID-19 mitigation; and the remaining 4% for administrative purposes.
It is assumed that the ultimate distribution plan will follow those guidelines.

It is important to note that in its reference to “revenue loss recovery,” the task force is not setting the
stage for simply plugging the funds into future operating budgets; instead, according to a county
board media release, uses in this category might include “addressing the county’s backlog of capital
projects and deferred maintenance; investing in technology, service delivery or facilities to realize
cost-savings or efficiencies; and investing in new revenue generating strategies.” Nevertheless, as
noted above, substantial ARPA dollars could be available if the county finds itself in a difficult budget
situation for 2023 or 2024.

Whether or not that is the case will depend on several factors. The ability to largely avoid using ARPA
funds to meet operating needs in 2022 stems mostly from the narrow group of fortuitous factors
discussed earlier, which may not be replicated in future years. Specifically, whether sales tax
revenues continue to grow and the DSR continues to be sufficiently replenished to support sizable
withdrawals in future years will depend on the state of the local economy and the size of the county’s
2021 surplus. Similarly, the ability to keep a lid on future pension and health care costs will depend
on several factors - like health care claims volumes and pension fund investment returns - that are
beyond the county’s control.

Nevertheless, the county’s ability to preserve the bulk of the ARPA funds so far - combined with
already favorable year-to-date indicators in 2021, like an $11 million projected surplus and strong
stock market returns that bode well for the pension fund - create a brighter short-term fiscal outlook
for the county than it has seen in decades.
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Key #2: New dollars to advance equity goals

During his first 18 months in office, County Executive David Crowley has made no secret that
“advancing racial equity” is the foremost objective of his first term in office. In doing so, he is not
alone. Even before his election, in 2019, the county board passed a resolution declaring racism as a
public health crisis. That sentiment now is reflected in the county’s new strategic plan - the
formulation of which was initiated under the previous administration - which establishes a vision for
achieving racial equity and, by doing so, making Milwaukee “the healthiest county in Wisconsin.”

While the county executive’s first recommended budget for 2021 laid the groundwork for several
racial equity initiatives, his 2022 budget proposal advances that push in a more tangible way. It
identifies new resources for several departments that will be spent in areas ranging from new
positions specifically dedicated to recruiting and hiring workers of color to targeted investments in
areas like housing and corrections. Table 1 highlights several of those initiatives to which specific
dollar amounts are attached:

Table 1: Equity initiatives in 2022 Recommended Budget
Equity Initiative Summary
Continue new program to provide free legal
representation to households facing eviction
Support young people transitioning from state
corrections facilities
Reduce phone call charges at the HOC and jail
by 25% to make it easier for detainees to $700,000
communicate with family members
3 new positions in human resources to
Attracting, supporting, and coordinate racial equity training, analyze
retaining a diverse workforce  workforce data through a racial equity lens, and
enhance recruitment of diverse candidates
Health data tracking and 2 new positions to track and analyze health data
analysis with a racial equity lens
1 new position to provide housing assistance to

2022 Recommended Funding

Right to Counsel Milwaukee $2.7 million from ARPA

Credible Messenger Program $1.3 million
Reduced corrections phone
costs

Approximately $180,000

Approx. $120,000

Re-entry housing navigation . ients transitioning from HOC $60,000
Workforce opportunities in Continue efforts to seek underrepresented

. N " . $40,000
green infrastructure individuals for positions in parks
Encouraging diversity, equity, . - .
inclusion & accessibility 1 new part-time position to coordinate DEIA at $32,000

(DEIA) at Zoo Zoo with regard to programming and workforce

In addition to these specific investments, the budget document cites several broader initiatives that
have been developed with racial equity in mind, including its “No Wrong Door” transition in DHHS
that aims to provide easier access to services for underrepresented citizens; the move of BHD’s
emergency mental health center from Wauwatosa to Milwaukee’s near north side, which will improve
accessibility for central city residents; a new effort to expand and improve mass transit services in
Milwaukee’s 27t Street corridor; and the aforementioned $2.5 million to potentially adjust pay for
certain positions based on a compensation study that will consider racial and gender equity factors.

Both federal relief dollars and the fortuitous fiscal developments described earlier were essential in
allowing the recommended budget to back the county’s overriding commitment to racial equity and
inclusion. Whether and how these efforts will continue in future budgets - once the ARPA dollars are
exhausted and the county’s structural challenges re-emerge - will merit careful monitoring.
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Key #3: Another temporary reprieve for MCTS

Outside of its huge backlog of capital needs, the transit budget has emerged as the biggest
budgetary trouble spot for the county. We first reported on an MCTS fiscal “crisis” in 2008. The basic
components remain to this day and include heavy reliance on state revenues, which have not grown
much over time; and dwindling passenger revenues, which must be replaced by county funds to
avert service cuts. While MCTS has gradually reduced service levels, it has avoided devastating cuts
since that time, but only because of unforeseen injections of unused federal money from abandoned
light rail and commuter rail projects plus a $30 vehicle registration fee (VRF) imposed in 2017.

The transit challenge again appeared to reach crisis proportions with the onset of the pandemic,
which created both huge immediate drops in ridership and lingering depressed transit usage
because of changing commuting habits and continued public health concerns. However, recognizing
that local transit systems would face huge revenue holes but should not be cutting service as the
economy struggled to recover, the federal government stepped in to provide sizable infusions of
funding for large transit systems in each of its three relief packages.

MCTS has received $191.4 million from the three federal relief measures. As shown in Chart 6, it
anticipates using a combined $54.3 million to plug revenue holes in 2020 and 2021. The 2022
recommended budget would spend down an additional $91.9 million - $71.9 million for operating
needs plus $20 million in the capital budget for 27t Street corridor improvements. That would leave
$45.3 million for future years, though it is hoped that the $20 million in the capital budget might be
replaced by other sources of federal funding, thus boosting the available amount to $65.3 million.

Chart 6: MCTS’ use of federal relief funds (in millions)®

Leftover
H Capital
m Operating

$45.3
$31.5 $22.8
2020 2021 2022 2023

Source: Milwaukee County Transit System

The need for such extensive usage of the federal funds next year for operations stems largely from
continued depressed passenger revenues, as MCTS officials project some continued rebound in
ridership in 2022 but not to pre-pandemic levels; and a decision by state legislators to cut MCTS’
state transit aids - which are its largest source of revenue - by $32.7 million in response to the
massive influx of federal funds. Governor Tony Evers subsequently granted $19.7 million to MCTS to

5 The $22.8 million cited for 2021 is an updated figure that is an improvement over an earlier estimate of $26.5 million.
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offset some of that reduction. The budget recommends using $6.4 million of that amount as the
20% local match for 60 new buses and the remaining $13.3 million for operations.

Another factor is the removal of MCTS’ approximately $20 million annual allocation of federal
formula funds from the 2022 operating budget to preserve their use for future bus purchases or
operating needs. That requires the use instead of $20 million from the federal relief allocation.

The bottom line is that while MCTS has certainly dodged a devastating bullet for 2020-22 - and
while the remaining $45 to $65 million in federal relief funds likely will allow it to do the same in
2023 and possibly 2024 - huge financial hurdles will emerge when the federal funds are exhausted.
Chart 7 shows how dramatically the transit system’s funding mix for fixed route operations has
changed over the past three budgets as federal funds supplanted plummeting passenger revenues.
Notably, the infusion also helped the county’s overall budget as $4.9 million in property tax levy was
backed out of MCTS’ budget in 2021 and remains supplanted in 2022.

Chart 7: MCTS major budgeted revenues as a share of total operating revenues, 2020-20226

45.8% 45.7% 2020 Actual
42.4%

m 2021 Budget
m 2022 Budget

21.9% 22.2%21.6%

18.9% 19.2%
14.4%14.3%

14.7%
11.6%

State Federal Local Farebox

Source: Milwaukee County Transit System

Even if passenger revenues fully recover and state funding returns to previous levels, MCTS leaders
anticipate a $15-$25 million hole in the fixed route operating budget by 2025 (although a new
federal infrastructure bill may provide some relief). Meanwhile, the county’s options - outside of
huge service cuts - would be limited. In light of its overall structural challenges and state levy limits,
making up the $4.9 million removed in 2021 would be difficult enough. Filling the full gap with tax
levy would be next-to-impossible, particularly once the county’s general ARPA funds are exhausted.

Another option would be to increase the $30 VRF - which contributes about $16 million annually to
transit operations - but county policymakers (and voters through a recent advisory referendum) have
perennially frowned on that option. Nevertheless, without either new state or federal aid or new local
revenue authority from the state, and given the pressures on the county’s property tax levy, a hike in
the VRF to $60 or more may be the only option to avert deep service reductions in the future.

6 We use 2020 budgeted amounts in the chart (as opposed to actual amounts) to show what the funding mix looked like
pre-pandemic; the 2020 budget was adopted before the pandemic hit early that year.
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Key #4: Dawn of a new day at BHD

The 2022 budget marks an historic milestone for the county, its Behavioral Health Division, and the
Milwaukee County Mental Health Board as it is the first to reflect a longstanding goal of downsizing
and outsourcing inpatient operations while changing BHD’s focus to coordinating, expanding, and
improving a community-based system of care. That goal has been discussed for decades and gained
considerable traction following the release of a landmark “mental health redesign” report co-
authored by the Forum and the Massachusetts-based Human Services Resource Institute in 2010.

While urging stakeholders in Milwaukee County to pursue a gradual expansion of community-based
services alongside a phasing down of inpatient services, the 2010 report acknowledged that “a
system of mental health services with as many gaps as Milwaukee County’s cannot be changed in a
few months or even a few years.” Now, 12 years later, the transformation is nearly complete.

The first steps occurred when BHD closed its two 72-bed long-term care facilities within a few years
of the 2010 report and transferred care into community-based group homes and other settings.
Other important steps included a substantial expansion of community-based mental health and
crisis services, which were funded in part with savings from the institutional bed closures and more
significantly with the help of the state of Wisconsin through a Medicaid-based program called
Comprehensive Community Services (CCS).

The final steps are scheduled to occur in 2022, when the psychiatric inpatient hospital and crisis
service at the Mental Health Complex on the Milwaukee County Grounds will both be closed and
replaced with a privately-run inpatient hospital in West Allis (Granite Hills) and a new Mental Health
Emergency Center (MHEC) in Milwaukee. The latter is a joint venture between the county and the
four major private health systems and will be operated by Advocate Aurora. BHD will continue to play
critical roles in coordinating care for individuals served by both facilities and will subsidize costs for
uninsured patients, but by being relieved of direct patient care responsibilities the division also will
be able to devote greater effort to care management and quality.

These moves hold great promise to improve behavioral health services for county residents. While it
is beyond the scope of this report to analyze those benefits (as well as risks), two primary
advantages are an overall expansion of mental health inpatient capacity in a new and modern
facility; and the vastly enhanced partnership with private health systems that offer greater financial,
technological, and programmatic capacity to effectively serve patients.

These moves also have significant financial implications for the county for both 2022 and beyond.
The 2022 recommended budget reflects that this is a year of transition, as it must finance both
partial-year costs associated with operating inpatient beds and emergency services at the Mental
Health Complex until the new facilities are fully operational, plus required payments and start-up
costs to support the new facilities as they ramp up their services.

Consequently, as shown in Chart 8, there is a net “cost” for BHD with regard to inpatient and
psychiatric emergency services in 2022. However, largely because BHD has built up a sizable
reserve fund - which stood at about $24 million at the end of 2020 but may need to be used for
about $3.4 million of pandemic-related costs in 2021 - there is no impact on the division’s property
tax levy in the recommended budget, which remains at $53 million. The budget recommends using
$9.1 million from BHD'’s reserves to support the transition next year.
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Chart 8: Net “Cost” for BHD Inpatient and Psychiatric Emergency Services in 2022

B Emergency

$5.7 H Inpatient
$3.7

ws I -

2.6

($33)  ($3.5) ($26)
($12.5)
Staff & MHEC Startup MHEC Staff &  Granite Hills Revenue
Operations Debt Costs Support Operations  Support Decrease

Savings Service Savings

On the inpatient side, the increased net cost results in part from a projected $12.5 million decrease
in hospital insurance reimbursement as the patient census declines. While the phase-out and
gradual elimination of inpatient staffing is projected to save $5.7 million, BHD also budgets a $2.6
million payment for uninsured patients at Granite Hills as that facility ramps up its census.

On the psychiatric emergency side, BHD saves on crisis service staffing and operating costs ($3.7
million) once the Complex is closed but also needs to contribute its share to the operation of the
MHEC ($3.5 million) as well as $3.3 million in one-time start-up costs and a projected $800,000
debt service payment for bonds issued to support the county’s $5.4 million share of facility
construction. Meanwhile, a combined inpatient and emergency savings not shown in the chart is a
$5.3 million reduction in management and support staff once the Mental Health Complex closes.

It is still too early to assess the annual fiscal impacts once the transition is complete, but BHD
officials believe, at minimum, that the annual cost of BHD’s financial commitments toward Granite
Hills and the MHEC will be no more than those previously incurred to operate those services itself. A
bonus, however, is the county’s ability to shed the financial risk involved with operating inpatient
services, which are impacted by factors like payer mix and Medicaid reimbursement policies; and to
rid itself of the need to spend capital dollars to maintain an aging and obsolete facility.

More good news is that despite the increase in net inpatient and emergency service costs in 2022,
the budget includes an additional $6.8 million for community-based adult mental health and crisis
services while saving $8.1 million in tax levy. This is accomplished largely through a $4.2 million
expansion of CCS for adults funded through Medicaid plus a $5.6 million increase in another form of
Medicaid revenue related to cost reporting. Staffing for BHD’s crisis mobile team and other
community-based crisis intervention services also is increased by 15 positions.

Overall, 2022 is likely to be remembered as the year that BHD completed its transition to a new and
improved framework for administering behavioral health services to some of Milwaukee County’s
most vulnerable residents. That it is able to do so while absorbing transition costs and continuing its
expansion of community services is a victory for both property taxpayers and consumers.
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CONCLUSION

When the COVID-19 pandemic emerged early last year, it initially was viewed not only as a public
health and economic emergency that would require Milwaukee County government to “up its game”
in several critical service areas, but also as a budding fiscal emergency that would drain county
coffers as key revenue streams - like sales tax collections and bus fares - were drastically reduced.

Obviously, the pandemic has and will continue to pose huge challenges for the county, but it is
becoming clear that the near-term fiscal impacts have been minimized by the sizable infusions of
federal relief dollars. In fact, those dollars have allowed county leaders to continue to churn out
surpluses and build reserves, and they now hold promise to provide new capacity to chip away at the
county’s alarming capital repairs backlog and to launch both short-term and long-term efforts to
advance its racial equity goals.

As we have pointed out in this report, the surprising fiscal relief and new investment opportunities
are likely to be relatively short-lived. State aids continue to be flat and the sizable increase in sales
tax collections budgeted for 2022 is unlikely to be replicated in future years. Similarly, the prospect
of annual health care and pension reductions is uncertain, and even 2-3% annual increases in both
areas could add millions of dollars of yearly pressure to the operating budget.

Meanwhile, the county’s backlog of infrastructure challenges entailing hundreds of identified repair
and replacement needs for highways, parks, and buildings grows progressively more daunting and
cannot be fully addressed by the ARPA dollars. The need for a new Safety Building also is looming,
and how to finance that project and other potential big-ticket items like Mitchell Park Domes
replacement and support for a new Milwaukee Public Museum remains a mystery.

These challenges intensify the pressure on county leaders to strategically use the ARPA funds to
address at least some of their longer-term structural and capital challenges. The recommended
budget’s successful effort to preserve the bulk of the ARPA funds for future decision-making tees up
this opportunity, and it will be critical for future budgets that it not be squandered.

For now, the county executive and board should be thankful that the unanticipated influx of federal
funds and their prudent use of those monies thus far allows for a recommended budget that lacks
service cuts and creates limited opportunities for new investments. Yet, as they look to the future,
they should keep in mind that the good times are unlikely to last forever and that their decision-
making on ARPA over the next several months will be critical to determining just how fleeting those
times will be.

19 MILWAUKEE COUNTY BUDGET BRIEF | OCTOBER 2022 nil




	Introduction
	2022 Recommended Budget Synopsis
	The 2022 Budget Gap
	How the gap was bridged

	Operating Budget Overview
	Capital Budget Overview
	Four Keys to the 2022 Recommended Budget
	Key #1: ARPA funds preserved
	Key #2: New dollars to advance equity goals
	Key #3: Another temporary reprieve for MCTS
	Key #4: Dawn of a new day at BHD

	Conclusion


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



