File No. 

(Journal, )

(ITEM *)  , by recommending adoption of the following:

A RESOLUTION


WHEREAS, the Committee on Finance, Personnel and Audit was briefed at its January 31, 2013, meeting on potential cash flow issues being faced by the Milwaukee Public Museum (MPM) should it be required to make a required pension payment due in September of 2013 and were briefed on the discussions occurring between MPM and Milwaukee County (County) staff regarding options to deal with the short-term cash flow issues and long-term sustainability of MPM; and

WHEREAS, the Committee on Finance, Personnel and Audit received into record at its May 16, 2013, meeting, an informational update of the current proposals to help ensure the financial success of the MPM; and

WHEREAS, in March of 1992, the County entered into a lease and management agreement with the MPM under which MPM assumed the primary responsibility for management and operation of the Museum and the County retained ownership of the buildings and the artifact collection; and  

WHEREAS, the current lease agreement period expires on December 31, 2017 with four additional terms of five years and one of two years that potentially extends the agreement through 2039; and 


WHEREAS, the current County funding commitment is $3.5 million annually through 2017; and 

WHEREAS, prior to the 1992 agreement, the Museum was a department of Milwaukee County, and the employees of the museum were County employees covered by Milwaukee County labor contracts and benefits; and


WHEREAS, any employee who accepted a position at MPM became an employee of MPM and  were no longer members of the Employees’ Retirement System (ERS) and began to participate in the MPM sponsored pension plan that was created in 1992; and


WHEREAS, MPM became responsible for all future service credit pension costs for these vested transfer employees while at MPM while the County was responsible for the costs while a County employee, and MPM was responsible for the costs while a MPM employee; and


WHEREAS, for non-vested Milwaukee County employees who transferred to MPM, MPM was responsible for pension costs for all service credit earned both at the County and all future service credit earned at MPM; and


WHERAS, no payment was made to MPM by the County for the prior service credit earned while County employees; and

WHEREAS, there were approximately 53 individuals who transferred from County employment and ERS membership to MPM employment and the MPM pension plan in 1992 and of those 53, 11 are still active employees of MPM; and

WHEREAS, in May 2005 it was reported that MPM would end the 2004 fiscal year with a deficit of approximately $4.1 million and was facing another large shortfall for 2005; and


WHEREAS, a Workgroup was formed that eventually led to a financial recovery plan for MPM that included  private donation pledges, a working capital loan of up to $6 million guaranteed by the County, capital infrastructure and annual operating support guarantees and a favorable restructuring of existing debt by the banks holding the loans; and


WHEREAS, since that time, MPM has successfully repaid the working capital loan without requiring the County guarantee to be called, significantly reduced its outstanding long-term debt through bank write-offs and repayments, invigorated its capital donor campaigns and has reduced its expenses to better match annual revenues; and 

WHEREAS, despite these positive steps, MPM still has financial difficulties that threaten its existence as a viable ongoing entity, with the audited financial statements as of August 31, 2012 showing a $3.5 million total loss, including a $2.7 million non-cash increase in long term pension and health care benefits for former County employees, who transitioned to the Museum in 1992; and  

WHEREAS, this information was shared with the County and a Workgroup was formed to develop recommendations to help ensure MPM’s viability as a regional cultural destination that is supported by visitors and public and private donations; and  

WHEREAS, the Workgroup recommends that the County provide a total of $3,000,000 in one-time funding to MPM for it to immediately transfer to the defined benefit plan assets of the MPM Pension Plan for former Milwaukee County Employees prior to August 31, 2013, provided MPM has secured at least $3,000,000 in donor commitments for the elimination of MPM’s existing bank debt of approximately $4,500,000; and 

WHEREAS, a contribution of $3,000,000 from the County prior to August 31 2013 with an investment return of 7% would provide the plan with $9.0 million in assets by the end of 2014 which should eliminate the need for payments to the pension plan provided it maintains its investment return; and  

WHEREAS, the County will extend the commitment for Base Level Funding to MPM through August 31, 2022 as follows: MPM Calendar Year 2014 – 2017: $3,500,000; MPM Calendar Year 2018 – 2020: $3,350,000; MPM Calendar Year 2020 – 2021: $3,200,000; MPM Calendar Year 2022 - $3,000,000; and

WHEREAS, if MPM has at least $5 Million in cash and donor commitments for capital spending related to the museum facility by December 31, 2017, the Base Level Funding will increase to a total of $3,500,000 each year from 2018 through 2022; and


WHEREAS, this funding is contingent on MPM meeting or exceeding certain operating and financial goals, including:

· MPM obtaining donor commitments for the remaining MPM existing bank debt of approximately $1,500,000 by December 31, 2015; 
· Annual attendance of MPM, its theater/planetarium and special exhibits events and programs exceeding 400,000; 
· MPM generating positive unrestricted operating earnings as defined by the change in unrestricted net operating income plus depreciation is greater than zero; 
· Total MPM Endowment net assets are a minimum of $5,000,000 with a minimum of $2,000,000 in unrestricted net assets;
· MPM’s Total Net Assets continue to exceed the value as of fiscal yearend 2013 audited results, excluding gains associated with pension contribution and gift commitments for debt elimination; and


WHEREAS,  in the event the Milwaukee Public Museum fails to meet or exceed any one of the above conditions, the County may reduce the Base Level Funding to MPM by $250,000 for remaining years 2014-2022; and

WHEREAS, MPM retiree medical obligations for former Milwaukee County employees will remain the responsibility of the museum; and

WHEREAS, the County will provide up to $4,000,000 from 2014-2017 in capital project funding to address identified deferred maintenance projects related to the museum facility; and

WHEREAS, any new debt, except for working capital and capital leases less than $100,000, collateralized debt by donor pledges or personal assets, is subject to approval by the County Executive or designee; and


BE IT RESOLVED, the Milwaukee County Board of Supervisors hereby approves the Lease and Management Agreement between Milwaukee County and the Milwaukee Public Museum that is hereto attached to this file.

BE IT FURTHER RESOLVED, the Lease and Management Agreement is subject to approval by the Milwaukee Public Museum Board of Directors.
