COUNTY OF MILWAUKEE
INTER-OFFICE COMMUNICATION

DATE: February 8, 2019
T0: Supervisor Theodore Lipscomb, Sr., Chairman, County Board of Supervisors
FROM: Scott B. Manske, Comptroller

SUBJECT: Parameters Resolutions for the 2019 Corporate Purpose Bonds and Promissory
Notes

REQUEST

The attached Parameters Resolution gives authority to the Comptroller to approve the sales of the
Corporate Purpose Bonds and Promissory Notes within certain parameters. The resolution also
authorize an administrative transfer to pay costs associated with the debt issuances and deposit
surplus proceeds to the Debt Service Reserve (“DSR™). The resolution also delegates the bid opening
and approval of the winning bidder for the sales of the Obligations to the Comptroller. The
Comptroller’s approval is limited to sale results that fall within the parameters outlined in the
resolution.

The Office of the Comptroller is requesting approval of the attached parameters resolutions for the
issuance of a not-to-exceed (“NTE”) amount of $74,230,000 of general obligation bonds (“Bonds”)
and/or general obligation promissory notes (“Notes™) to finance various capital improvement projects
that have already been approved by the County Board and County Executive. The Bonds and Notes
are collectively referenced to as “Obligations”. It is anticipated that there will be five separate series
of Obligations. The separate series are anticipated to be 1) 10-year Notes (Estimated $32,735,000)
to finance Transit Bus purchases and Bus Rapid Transit (“BRT”) 2) 15-year Bonds (Estimated
$18,540,000) to finance various long-term projects 3) 5-year Notes (Estimated $12,390,000) to
finance Project WO602 Enterprise Platform Modernization 4) S-year Taxable Notes (Estimated
$6,510,000) to finance various projects 5) 4-year Notes (Estimated $4,050,000) to finance short-term
equipment projects.

BACKGROUND

In February 2019 resolutions included in file 19-65 were approved that authorized the issuance of a
not-to-exceed amount of $74,230,000 in General Obligation Corporate Purpose Bonds or General
Obligation Promissory Notes and allowed for the reimbursement of project costs that occur prior to
the actual closing of the Obligations.
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COMPTROLLER REVIEW

Timeliness of Project Spending

The Office of the Comptroller will perform a review of the progress that is being made on all projects
that are authorized to be part of the 2019 financings. If any projects are delayed then they will not be
part of the 2019 financings and will be part of a future financing instead.

Capitalization/Bond Eligibility

The Office of the Comptroller will perform another review of projects that were budgeted with bond
revenues, but may require additional cash financing, If the review results in any determinations that
additional cash financing is required, the Office of the Comptroller will submit an appropriation
transfer for consideration by the County Board and County Executive.

The 2017-2019 Adopted Capital Improvements Budgets included appropriations totaling
$20,700,876 to fund Project WO602 Enterprise Platform Modernization. Financing is being provided
from sales tax and general obligation bonds. Of the combined appropriation of $20,700,876,
$12,139,784 is budgeted to be financed with with general obligation bonds and the remaining
$8,561,092 is budgeted to be financed with cash (sales tax/property tax levy).

The budgeted breakout of bond eligible and cash financed expenses was done based on information
included in the request for proposals prior to contract execution. The Adopted Capital Improvements
Budgets indicated that if additional cash financing is required for the project that an appropriation
transfer would be submitted move cash to the project from the DSR and reduce the amount of bond
financing. The Office of the Comptroller is continuing to monitor the project to determine if any
additional cash financing is needed. '

Currently the County is in the process of preparing its data to be converted and uploaded into the
Infor System. Once the conversion data is validated, the system integration testing will begin.

Private Activity Issues

“The parameters resolution indicates that if any of the Obligations are issued on a tax-exempt basis,
the County will comply with Federal Tax Law. The resolution represents and covenants that the
projects financed by tax-exempt Obligations and the ownership, management and use of the projects
will not cause tax-exempt Obligations (other than the Qualified 501 (c) (3) Bonds) to be private
activity bonds within the meaning of Section 141 of the Internal Revenue Code of 1986, as amended
(the "Code") and applicable Treasury Regulations (the "Regulations").

The Office of the Comptroller, with assistance of the County’s Bond Counsel, will perform a review
of projects that will be financed to identify any private activity issues that may prohibit their financing
with tax-exempt Obligations. Private activity issues may result in the need to cash finance or issue
taxable debt for a project in lieu of tax-exempt financing.
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PARAMETERS RESOLUTION

The Parameters Resolution delegates authority to the Milwaukee County Comptroller to approve the
sale of a not to exceed amount of $74,230,000 of Obligations.

The specific parameters for each of the Obligations are identified in the sections below.

Sale Parameiers

The parameters for the financing would consist of the following:
A not-to-exceed amount of $74,230,000.

Payment Schedule — For the years 2020 through 2034, the Comptrolier of the County will determine
the amount, if any, of principal that shall be due in any such year in an effort to make the annual debt
service payments on all of the outstanding debt of the County, including the Obligations and
projected future debt based on the County’s annual bond limit, to be as level as possible in such
years. The final maturity of the Bonds will not occur later than 2034. The final maturity of the Notes
will not occur later than 10 years from the date of issuance of the Nofes.

Maximum true interest cost (TIC) of 5.0 percent — The true interest cost is the actual interest rate
paid on bonds, which is expressed as a percentage of the total debt in today’s dollars and includes
the costs of issuance and other fees.

Call provision — The parameters resolution provides that the call provision will be determined by the
Comptroller at the time of sale. However, it is anticipated that the Bonds will have a 10-year call
provision so that the County will be able to refund them prior to maturity.

Minimum purchase price of 99 percent of the par amount of the bonds — The price of the bond reflects
the maximum price an investor would want to pay for the bond based on the coupon rate and the
market rate. This is known as the yield or rate of return on the bond. When the coupon rate on the
bond is equal to the market rate the purchase price is equal to the principal amount of the bond (par).
If the coupon rate is lower than the market rate, the bonds will be purchased at a discount. If the
coupon is higher than the market rate, the bonds will be purchased at a premium. Whether or not the
bond purchase price is a par, discount or premium is dependent upon market conditions on the day
of the sale.

Tax-exempt or taxable basis — The Comptroller of the County, in consultation with the County’s
bond counsel, will determine whether the Obligations of a particular series will be issued on a taxable
basis or tax-exempt basis and whether a portion of any tax-exempt Obligations should be designated
as Qualified 501 (¢) (3) Bonds.
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DEBT ISSUANCE CONDITIONS

The Parameters Resolution for the Obligations will require approval by a majority of a quorum of
the County Board. File 19-65 was approved in February 2019 and authorized the issuance of a not-
to-exceed amount of $74,230,000 of Obligations and allowed for the reimbursement of project costs
that occur prior to the actual closings of the Obligations.

PUBLIC HEARING REQUIREMENTS FOR PRIVATE ACTIVITY BONDS

Some projects included in the 2019 Obligations are considered private activities within the meaning
of the Federal Tax Code. The issuance of tax-exempt bonds for these purposes requires that a public
hearing be scheduled to allow citizens to comment on the issuance of the bonds. A public hearing
will need to be scheduled to allow for public comment on the projects authorized for the War
Memorial/Art Museum, Milwaukee Public Museum, and the Senior Centers.

DEBT ISSUANCE EXPENSES

The attached resolutions authorize and direct the Comptroller 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. Anticipated expenses include bond counsel, disclosure
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.

RECOMMENDATION

The Comptroller’s Office requests that the Finance and Audit Committee approve and recommend
approval by the full County Board of the attached resolution. The resolution delegates, to the
Comptroller, the authority to approve the final terms and conditions of the sales provided that those
terms and conditions are within the parameters set forth in the attached resolutions and that the terms
and conditions are within the authorizing resolution that was already passed in February 2019 as part
of File 19-65. The resolutions also authorize an administrative transfer to provide budget authority
to pay cost of issuance expenses and allocate the net bid premium and surplus proceeds to the Debt
Service Reserve.

Scott B. Manske
Comptroller
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Attachment

pe:  Chris Abele, County Executive
Supervisor Luigi Schmitt, Chair, Finance and Audit Committee
Joe Lamers, Director, Department of Administrative Services-PSB
Raisa Koltun, Chief of Staff
Kelly Bablitch, Chief of Staff, County Board
Pamela Bryant, Capital Finance Manager
Stephen Cady, Research Director
George Christenson, County Clerk
David Cullen, County Treasurer
Brian Lanser, Quarles and Brady
Lafayette Crump, Crump Law Firm
David Anderson, PFM Financial Advisors LL.C
Tionna Reed Pooler, Independent Public Advisors
Justin Rodriguez, Budget and Management Coordinator






