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COUNTY OF MILWAUKEE

Interoffice Communication

DATE:

July 13, 2012

TO:

Supervisor Michael Mayo, Chairman, Transportation, Public Works & Transit Committee

FROM:

Frank Busalacchi, Director, Department of Transportation 

SUBJECT:

INFORMATIONAL REPORT REGARDING FISCAL NOTES 
POLICY

Informational Report
REFERRAL

Referral from May 9, 2012 meeting of the Transportation, Public Works & Transit committee.   The chairman requested that the Airport provide a report for the June meeting cycle that explains how increased revenues to the airport do not result in increased net revenues.  Also explain how revenues come in and expenses are paid out.  This referred to an explanation of why fiscal notes show no fiscal impact.
BACKGROUND

The current Airport Airline Use and Lease Agreement (January 2011 - December 2015) is a residual lease agreement. In a residual lease, airline rates and charges are set to provide that the airport system will break-even each year. This negotiated lease continues to make the Airport system’s operation (General Mitchell International Airport and Timmerman Airport) as a self-supporting enterprise fund of Milwaukee County.  All expenses of the Airport system are covered through the revenue generated at the airports from all users. 
The two basic tenets of the current Master lease are:
· All operating expenses are paid by the users of GMIA and LJT.  There is no tax levy support required for the operations of the Airports; and
· All capital improvements are funded through revenue sources generated at or by GMIA.  Capital improvements funding includes Federal, State, PFC and Airport Capital Improvement Reserve Funds.  There is no tax levy support for Airport capital  improvements.
With regard to "fiscal notes" and the "Milwaukee County Fiscal Note Form," under the terms of the Agreement, any budgeted increase (by appropriation transfer or adopted budget) in Airport expenses is, and must be, offset by a corresponding Airport revenue increase.  Often revenues from outside sources are budgeted to offset expenditure increases.  But, if there is no outside revenue source, airline revenues - through rates and charges, must "cover" the increased expense(s) and will do so in the year incurred.  The incurred expenses will be recovered.

If budgeted revenues are increased, as with new concession agreements, and expenses do not increase, another revenue will be reduced or lessened at year end.  That is, if all other actual remaining expenditures exactly matched budget and revenue from concessions increased $100, the Airport would have "over recovered" expenses by $100 at year end, that $100 would be "owed" to the airlines. 
Trying to illustrate this concept on the "Milwaukee County Fiscal Note Form" poses a challenge to Airport staff.  For example, if an Airport activity results in an expense increase, the net cost must remain at $0.  Therefore, either revenues must increase or another expense must be reduced.  Typically, revenues would be increased to allow the form to show the Agreement required, $0 net cost, resulting in no effect on County tax levy.

If an Airport activity results in a revenue increase, typically, expenses are not increased, and therefore, another revenue - airline revenues (landing fees or terminal rents) will need to be decreased so that the net cost remains at $0 - no effect on the County tax levy.  The form does not have 2 revenue lines to allow this.  But, the net fiscal effect of these actions, (for all actions) is a $0 net cost which translates to no effect on the Milwaukee County tax levy.

Prepared by:  
Patricia M Walslager, Deputy Airport Director, Finance & Administration

Approved by:

_______________________  
______________________________

Frank Busalacchi, Director 
 
C. Barry Bateman
Department of Transportation

Airport Director



Cc:  Marina Dimitrijevic, Chairwoman, County Board of Supervisors
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