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OVERVIEW

This report provides a preliminary overview of 2025 operating budget process. Included are an overview of the budget timeline, a projection of the 2025 operating budget and a summary of key issues that are being monitored as a part of budget preparation. 

BUDGET PROCESS / TIMELINE

January to April – Budget Preparation Phase
· Comptroller completes Five-Year Financial Forecast 
· SBP evaluates forecasted expenditure and revenue changes
· County Executive prepares budget strategy and levy targets in line with County strategic plan
· SBP prepares technical budget instructions and budget system for department users

April to July 15 – Requested Budget Phase
· Departments request expenditures, revenue, and positions that they find appropriate for 2025
· Departments complete Racial Equity Budget Tool
· Departments submit final requested budget which complies with the assigned levy target

July 15 to October 1 – County Executive Phase
· SBP and County Executive analyze department requests
· County Executive hosts listening sessions, budget town halls
· County Executive determines what items are included or not included in Recommended Budget
· SBP and County Executive provide narrative explanation of the budget and submit completed document to County Board by October 1. 

October 1 to Mid-November – Finance Committee / County Board Phase
· Finance Committee holds budget hearings to review recommended budget
· Finance Committee reviews and approves budget amendments
· Finance Committee and County Board hold listening sessions and public hearings
· County Board votes on amendments and vetoes (if necessary) and adopts the final 2025 Budget

Jan 1, 2025 – Start of Fiscal Year
· 2025 Budget goes into effect


2025 BUDGET PROJECTIONS

In July 2024, Milwaukee County opted to enact a new 0.4% sales tax to cover costs related to the unfunded liability of the County’s pension system. While this additional revenue helps improve the County’s fiscal outlook, the County still operates with a structural deficit where expenditures increase at a higher rate than revenues. Due to this structural deficit, the Five-Year Financial Forecast prepared by the Office of the Comptroller has projected (in File 24-369) a 2025 Budget deficit of $11.5 million and a five-year cumulative structural deficit of $68.9 million by 2029. 

SBP has made preliminary assumptions on expenditures and revenues in the 2025 budget that would change the annual projection from an $11.5 million deficit to a $1.5 million surplus. These assumptions include the removal of cost items that were designated as one-time expenditures in the 2024 Adopted Budget, as well as an increase in the sales tax projection related State Assembly Bill 438/439. While these assumptions provide a potential path to a balanced budget, there is limited new funding anticipated to be available within the budget.  Based on this financial outlook, the County Executive will issue flat tax levy targets to each department. Departments must absorb inflationary and cost-to-continue expenditure increases within their 2025 budget requests.
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KEY ISSUES IN THE 2025 BUDGET

Levy-Funded Capital: The 2024 budget included $26.4 million in tax levy funded capital project spending (as opposed to bond funding). The five-year forecast projects these expenditures as “one-time” and does include any tax levy funding for capital projections. This assumption may be revisited during the budget process based on the recommendations of the Capital Improvement Committee

Wauwatosa Fire Charge: Milwaukee County previously had a liability for fire protection charges at the County grounds in Wauwatosa. The 2024 budget included additional funding to retire the liability and a reduction in costs of $4 million is projected in 2025. 

Transit: The 2024 budget included a significant ongoing levy increase toward transit to avoid service reductions. A combination of this tax levy increase and federal funding means that no major changes are expected in the 2025 transit budget. However, when federal funding expires in 2027 a significant gap in the transit budget is expected.

Pension: Employees who join the county after December 31, 2024 will become members of the Wisconsin Retirement System (WRS) instead of the Milwaukee County Employees Retirement System (ERS). Additionally, there are cost increases projected to the ERS normal cost and unfunded liability payments based on the calculations of the pension fund’s actuary. Pension Obligation Bond (POB) payments will increase by $10.6 million in 2025 as part of the debt service schedule from the Office of the Comptroller. Per 2023 Act 12, the 0.4% sales tax can be used to cover cost increases for POBs, ERS unfunded liability, and ERS normal costs. Costs related to WRS contributions are not eligible for the 0.4% sales tax and are funded by tax levy.

Compensation: The 2025 budget projection assumes a 2% general increase and some general compensation funding based on the ongoing Compensation Transformation Projection. Additionally, SBP and the Office of the Comptroller are monitoring the countywide vacancy rate. In January 2023, the County had 3200 filled positions. In April 2024, that number has increased to 3500. While many of the new hires are Corrections Officers (who have seen significant recent pay increases), most departments have seen improvements in the ability to recruit and retain employees. This trend positively impacts the ability of departments to provide services. However, when the number of filled positions increases, there are increases in salaries, social security, overtime, health care, and other costs that based on the number of active employees. Departments will need to closely evaluate personnel spending within their 2025 Budget requests.

Health Benefits: Costs are projected to increase $12.1 for health and other benefits due both to increasing utilization (due to additional FTEs participating in the health plan) and inflationary increases such as a 10% increase in pharmacy costs. 

One-Time Operating Expenses: Like the levy-funded capital, the 2024 budget included approximately $10.5 million of one-time expenditure items that are not expected to be included in the 2025 budget. This includes a one-time tax levy allocation for affordable housing, one-time investments in parks amenities and minor capital, and other one-time investments across multiple departments. These one-time investments were strategically included in the 2024 budget with the understanding that the County would continue to face structural deficit challenges in 2025 and future years. These one-time cost items are being removed from tax levy targets being issued to departments.

One-Time Operating Revenue: The 2024 Budget included $11.8 million in one-time revenues from the debt service reserve. At this point, the 2025 Budget projections do not include a withdrawal from the reserve which is a revenue decrease of $11.8 million. 

Sales Tax: The Comptroller’s Five-Year Forecast included $2.4 million of projected sales tax growth in 2024. In addition, SBP is currently assuming that $2.5 million of the 0.4% sales tax will be utilized to pay for Employees Retirement System (ERS) normal costs, which would provide an offset to the structural deficit in 2025. The 0.4% sales tax must be used to pay for the unfunded liability within ERS. After the required annual payment to the unfunded liability is made, any remaining funds from the 0.4% sales tax must be used for additional payments to the unfunded liability, payments to the Pension Obligation Bond, or payments to ERS normal costs. The amount directed to each category is to be determined in the annual budget process.

ALIGNMENT TO STRATEGIC PLAN


3B:	Enhance the County’s fiscal health and sustainability



FISCAL EFFECT
The report is informational only and there is no fiscal impact.

VIRTUAL MEETING INVITES
Joseph.lamers@milwaukeecountywi.gov
Daniel.laurila@milwaukeecountywi.gov

PREPARED BY:

Daniel Laurila, Operating Budget Director, SBP

APPROVED BY:

Joe Lamers, Director, SBP 
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