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COUNTY OF MILWAUKEE

INTER-OFFICE COMMUNICATION

DATE

:  February 28, 2011
TO

:
  Supervisor Lee Holloway, Chairman, County Board of Supervisors

FROM

:  Pamela Bryant, Capital Finance Manager
SUBJECT
: Initial Authorizing and Reimbursement Resolutions for Highway Projects
Request

The Department of Administrative Services (DAS) is requesting the approval of the attached initial authorizing and reimbursement resolutions to authorize the issuance of a not-to-exceed amount of $4,100,000 to finance reconstruction costs for capital projects WH02005 – West Oklahoma – South 108th Street to South 76th Street and WH02301 –West Mill Road (84th to 91st and 56th to 43rd) and to express the County’s intent to reimburse the projects for expenditures incurred prior to the issuance of General Obligation Corporate Purpose Bonds or Notes. 
The Department of Transportation and Public Works submitted an informational report during this cycle which provides additional information on the justification for the projects.  This report focuses on the financing necessary for the projects.

West Oklahoma Avenue
In the 2010 Adopted Capital Improvements Budget, the County Board of Supervisors approved $913,000 for planning and design for the reconstruction of the West Oklahoma Avenue roadway, 108th Street to 76th Street.  The Milwaukee County Department of Transportation and Public Works (DTPW) changed the construction schedule for the West Oklahoma Avenue roadway from 2013 to 2011.  The County Highway Improvement Program (CHIP) funds allocated for the project will be expiring in September of 2011 ($1,443,510) and March of 2012 ($1,104,871), which is prior to the next scheduled bond financing in 2013.  
In addition, the City of Milwaukee is scheduled to repair the water main along West Oklahoma Avenue in 2011.  The West Oklahoma Avenue roadway is within the City of Milwaukee and West Allis geographic area.  The DTPW plans to reconstruct the West Oklahoma Avenue roadway from South 108th Street to Beloit Road while the City of Milwaukee is replacing the water main.  Once the water main is replaced, DTPW will reconstruct the West Oklahoma Avenue roadway from Beloit Road to 76th Street.
An appropriation transfer for $6,920,000 has been submitted for the March cycle to reallocate expenditure authority and revenues, including CHIP funds, from delayed highway projects.  In addition to the $2,548,381 in County Highway Improvement Program funds mentioned above, project financing will be provided from $1,113,800 in existing general obligation bonds and $2,507,819 in new bonds or notes to be issued in the future.  (See the appropriation transfer packet for the March cycle of the Finance and Audit Committee for details on the project scope).

West Mill Road

In 2009 and 2010, appropriation transfers totaling a net amount of $190,000 were approved to design the reconstruction of West Mill Road, North 84th Street to North 56th Street.  The State of Wisconsin Department of Transportation (WisDOT), through the American Recovery and Reinvestment Act (ARRA), will fund project construction which is scheduled to begin in 2011.

In 2010, the DTPW anticipated that the WisDOT would also fund West Mill Road, 84th Street to 91st Street and $56th Street to 43rd Street and, without approval from the County Board of Supervisors or the County Executive, proceeded to incur costs for the design of the roadway.  Unfortunately, the WisDOT did not approve the project for funding.  The County has incurred design costs of $125,924, which reflects the 90 percent completion of the project design.  The DTPW is in the process of determining if any of the $125,924 that was incurred in 2010 is eligible for reimbursement by the State of Wisconsin. 
Assuming that the County Board of Supervisors approve the appropriation transfer described below, in addition to the expenditures incurred in 2010, $2,573,860 in expenditure authority is needed to reconstruct the West Mill Road segments of 91st Street and 56th Street to 43rd Street.  Financing for the $2,573,860 will be provided from $190,000 in existing bonds, $1,087,180 in CHIP funds and $1,296,680 in new bond financing.  Similar to the West Oklahoma Avenue project mentioned above, the CHIP funds will expire in September of 2011.
An appropriation transfer of $2,573,860 has been submitted for the March Cycle of the Finance and Audit Committee to obtain approval for the project, establish a budget and authorize expenditures that have been incurred.  (See the appropriation transfer packet for the March cycle of the Finance and Audit Committee for details on the project scope).
$4,100,000 General Obligation Bonds/Notes
The DAS has prepared estimated debt service schedules with total estimated debt services costs are $5,399,750.   The 2013 or another future issuance will include an estimated principal amount of $4,100,000 in bonds or notes, with estimated interest amounts of $829,688.  The reimbursement resolution that is included gives the County the option to use proceeds from the next regularly scheduled bond issuance in 2013 for these projects.  
COUNTY TAX RATE LIMIT

For the purpose of preparing the attached resolutions authorizing the issuance of the bonds or notes, it was assumed that approval of borrowing for the highway capital projects mentioned above would result in an increase in the County's debt service tax rate.  Based on this assumption, and to comply with Section 59.605, Wis. Stats., regarding property tax rate limits for debt service, adoption of the attached resolutions will require approval by a minimum of three-fourths of the members-elect of the County Board.  Based on the current County Board membership, 15 votes will be required for authorization to issue the bonds. 

DEBT ISSUANCE EXPENSES

The attached resolution authorizes and directs the Director, Department of Administrative Services to request credit ratings and to pay all professional services and other issuance expenses related to the issuance of the bonds from debt proceeds.  An administrative appropriation transfer will be processed to increase expenditure authority to pay for the cost of issuance once the bonds are issued.  Anticipated expenses include bond counsel, financial auditor and financial advisory fees, official statement printing and mailing costs, credit rating fees and expenses and other issuance costs such as publication costs and express mail.

AUTHORIZING RESOLUTIONS

Attached is the authorizing resolution for the bonds or notes.  Each of the items in the resolution requires Finance and Audit Committee and County Board approval.

U.S. Treasury Regulation Compliance

Based on adopted County policy, the next bond financing would occur in 2013.  Therefore, since the reason for the request to issue new bonds to finance the highway capital projects is proposed to avoid losing CHIP revenue that is due to expire in September of 2011 and March of 2012, expenditures will likely occur prior to the issuance of bonds in 2013.
U.S. Treasury Regulation Section 1.150-2 describes the conditions under which the County may expend County funds on a project currently and later reimburse itself with bond proceeds.  The first step in providing for such reimbursement to occur is an expression of intent by the County to reimburse itself for expenditures incurred prior to issuing the bonds.  Therefore, the attached resolution expresses that intent.

Expressing this intent will allow the County to reimburse itself for expenditures incurred as far back as 60 days prior to the approval of the attached reimbursement resolution.  Any work on the project that is done earlier than 60 days prior to the approval date would not be eligible for reimbursement. 
Approval of the attached reimbursement resolution will allow the County to reimburse itself with proceeds from bonds issued in 2013 or another date in the future.

Recommendation

The DAS recommends that the Finance and Audit Committee approve the accompanying resolutions that authorizes the issuance of a not-to-exceed amount of $4,100,000 in general obligation bonds or notes and expresses the County’s intent, in accordance with U.S. Treasury Regulation Section 1.150-2, to reimburse itself for expenditures that will occur prior to the issuance of the bonds.
Please note that DAS is only recommending establishing expenditure authority and revenues now and issuing $4,100,000 in bonds or notes at a later date to avoiding losing $3,635,561 in CHIP funding.  In essence, until bonds are issued in 2013, the County will be expending funds out of the existing general fund.  To continue this practice could cause cash flow problems for the County which is why DAS is presenting this recommendation as an exception or extenuating circumstance.  The DTPW will be providing an expenditure plan for both projects so that DAS and the Treasurer’s Office can monitor the draws on the general fund.
Pamela Bryant
Capital Finance Manager
Attachments
pc:
Marvin Pratt, Interim County Executive


John Thomas, Vice-Chair, Finance and Audit Committee


Joe Czarnezki, County Clerk


Dan Diliberti, County Treasurer


E. Marie Brossard, Deputy Chief of Staff, County Executive’s Office


Terrence Cooley, Chief of Staff, County Board


John Ruggini, Interim Fiscal and Budget Administrator, DAS


Rex Queen, Accounting Manager, Treasurer’s Office


Stephen Cady, County Board Fiscal and Budget Analyst


David Anderson, Public Financial Management, Inc.


Chuck Jarik, Chapman and Cutler LL

