
May 22, 2002

Senator Gary R. George and
Representative Joseph K. Leibham
Joint Legislative Audit Committee
State Capitol
Madison, Wisconsin  53702

Dear Senator George and Representative Leibham:

As you know, information contained within our recently released review of the Milwaukee
Brewers Stadium Costs has been challenged by the Stadium District Board’s chairperson
and other board members. Enclosed is a brief summary of the District’s allegations, and
our response. I hope this information proves useful as you review the content of our report.

Sincerely,

Janice Mueller
State Auditor

JM/lm
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cc: Senator Judith Robson Representative Samantha Starzyk
Senator Brian Burke Representative John Gard
Senator Joanne Huelsman Representative David Cullen
Senator Mary Lazich Representative Barbara Gronemus
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Audit Bureau Response to the Chairperson of
the Southeast Wisconsin Professional Baseball Park District

Introductory Comments

Allegation: The Legislative Audit Bureau has an $11 million annual budget.

Response: The Bureau’s annual budget is currently $5.7 million. District officials
failed to record this number correctly and used a biennial rather than an
annual total.

Project Cost

Allegation: The Bureau failed to consider several key construction-related documents,
including the general conditions of construction, change orders, and the
construction punchlist.

Response: Mr. Trunzo mentions documents that pertain to how the project was
constructed and are, therefore, not directly relevant to our expenditure
analyses. Our charge was to look at costs, not quality or timeliness of
construction. All expenditures and revenues from all documents through
December 2001 are reflected in the District’s ledger, which is the key
document that all accountants and auditors use as the basis for assessing
project costs.

Allegation: “[T]he total cost of the Miller Park project is $393.2 million.”

Response: The District’s general ledger shows that total expenditures through
December 2001 were $413.9 million, when the $24.0 million in bridge and
road work completed by the Department of Transportation is included.
Mr. Trunzo’s figure excludes some incurred costs.

Allegation: The Bureau failed to account for “re-inspection costs to be recovered;
construction rework costs to be recovered; costs incurred by the owner not
attributable to the capital costs of construction; insurance reimbursement
costs not related to the tragic crane accident; costs incurred after
construction; pending claims for financial recovery; and more.”

Response: The District’s response to our report indicates that many of those items are
costs the District hopes to recover in the future, which were not included in
its general ledger through December 2001. We appropriately used the
District’s general ledger as documentation of all revenues and
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expenditures. It should also be noted that we excluded from our total all
known costs related to the 1999 crane accident.

Allegation: The Bureau inappropriately identified at least $18.6 million in costs as part
of project construction.

Response: Mr. Trunzo appears to focus on the “capital cost of construction,” as
opposed to total project costs. Attachment A, provided to us by District
staff, shows capital project expenditures. However, it includes costs
different from those reflected in the District’s general ledger and excludes
others. For example, it does not account for millions of dollars in project
administration and operations expenditures, as well as other expenditures
such as the Department of Transportation’s $24.0 million investment in
bridge and road work. The document is an inaccurate, incomplete picture of
total project costs.

Allegation: The project has been well-managed and financially controlled because the
sales and use tax rate has remained consistent at 0.1 percent.

Response: Statutes establish a maximum tax rate of 0.1 percent. Therefore, this does
not demonstrate financial control.

Cost of Issuance

Allegation: The Bureau unfairly included bond issuance costs in total project costs.

Response: Our goal was to provide an accurate accounting of the project’s total costs.
Bond issuance costs are a part of the total.

Allegation: The Bureau included a projected 35-year cost of the project, and this is not
done on other projects.

Response: We include all projected costs of the project in order to provide a complete
picture of the District’s obligations, including initial construction and on-
going operations and maintenance. In addition, few projects have a special
tax established specifically to pay their costs. Legislators and the public
have a strong interest in the total cost. Federal law (“Truth in Lending”)
requires full disclosure of principal and interest costs when a family buys a
home.
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Allegation: The Bureau wrote that the tax will yield the District $562.9 million in
revenues but that project costs will total $1.0 billion, thereby leaving an
unexplained $400+ million gap.

Response: Mr. Trunzo has not accounted for all revenues. The $400 million difference
includes: interest income ($250.0 million, estimated), the Brewers’
contribution ($90.0 million), repayments of the three Brewers loans the
District now owns ($82.2 million), the Brewers’ rental payments
($33.0 million), Milwaukee City/County contributions ($28.0 million,
combined), and others. (Attachment B)

Insurance Reimbursement Analysis

Allegation: The Bureau was too confused to perform complete analyses of all
expenditures and revenues, including those associated with the construction
crane accident.

Response: Our analysis was limited because District officials repeatedly failed to
respond to our direct questions, provided misleading answers and
incomplete documents, and refused to allow us to speak with contracted
service providers. Further, our report clearly states that we excluded from
our total all known revenues and expenditures associated with the
1999 crane accident.

Brewers Payment

Allegation: “The Bureau’s inability to identify the purpose of this $900,000 payment is
puzzling….the $900,000 payment is for the first year’s rent for Miller
Park.”

Response: The only record we have of this payment is in the District’s general ledger,
which provides no information about the purpose of the payment, made on
December 31, 2001. The payment could be rent, which is $900,000
annually for the first ten years of the lease. However, based on documents
we were provided, rent is due on November 30, meaning that the Brewers
paid the rent late, if in fact the $900,000 represents a rent payment.

The District had an opportunity to clarify this payment when it received a
draft copy of the report but chose to provide no comment on the report’s
content for us to consider prior to its release.
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Game Tickets Cost

Allegation: The Bureau failed to state that the District was reimbursed for all tickets
not related to official business. The District provided clear, adequate
documentation.

Response: We have not questioned costs associated with tickets that the District
indicated were for official events and did not need to be reimbursed.
Although District staff provided a copy of the general ledger page that
shows the District received payments, the general ledger provides no
information about their purpose, and photocopies of receipts do not support
the District’s claim that they were reimbursed for all tickets. (Attachment C
is the documentation the District provided.)

Brewers Contributions

Allegation: The Bureau’s statement regarding the Milwaukee Brewers’ sale of
ownership naming rights to the Miller Brewing Company for $40.0 million
“is not true.” The Brewers will receive $41.2 million over a 20-year period.

Response: Our report addressed the amount the Milwaukee Brewers provided to the
project, not the amount the team received from Miller Brewing. An
agreement regarding funding obligations indicates that the Brewers’
lenders were to make their required $50.0 million payments by May 1999.
Thereafter, the remaining $40.0 million (not $41.2 million) would be
payable to the District in four $10.0 million monthly installments. Our
report did not state that the Brewers failed to make their required stadium
project contributions, or that the Brewers paid more or less than the
required amount. The District acknowledged in an agreement that the team
satisfied its $90.0 million commitment.

Roof Position

Allegation: The Bureau mistakenly stated that the stadium roof has been kept closed
this spring.

Response: A March 29, 2002, Milwaukee Journal-Sentinel article said that team
officials stated the roof would remain closed during exhibition games, the
roof would not be opened and closed after games as a treat for fans, and the
team would decide the roof position on a game-by-game basis.



5

Ownership Interest

Allegation: The Bureau did not understand that “[t]he impact of ownership percentage
is clearly defined in each and every agreement the District has entered
into….there are no uncertainties in the consequences of varying ownership
percentages.”

Response: The overall impact of the ownership percentage is not clear. For example,
an increase in the District’s ownership percentage would have effects on
such items as property insurance premiums, but we wanted to know about
more material effects. Thus, we asked the District to identify the
advantages and disadvantages of owning a larger share of the stadium
complex. Mr. Duckett responded on February 20, 2002, that “the District
has no opinion regarding the advantages or disadvantages to the District
and its taxpayers in the event the District’s ownership interest increases
from the percentage of ownership that was originally contemplated.”

Allegation: The District never told us that ownership percentages would be calculated
in 2002.

Response: Mr. Duckett stated to three Audit Bureau staff members on
October 11, 2001, that the District’s board would determine ownership
interests at its March 2002 meeting. This statement is documented in our
written summary of the entrance conference.

Vouchers

Allegation: The Bureau ignored important construction vouchers and instead
concentrated its review on a “bureaucratic review of expense reports,
payments to employees, payments to the Brewers, credit card payments and
other such areas.”

Response: We did not conduct an audit of the quality of the construction, only the
cost. Further, the District has not challenged the findings from our review
of expense reports and other documents. We found inappropriate and
undocumented expenditures.

Allegation: The Bureau claimed not to have received documentation for all
90 vouchers that the District provided. It was unable to wait for District
staff to produce documentation for the additional 21 vouchers we had
requested.
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Response: Mr. Trunzo acknowledges that the District provided only 69 of the
90 vouchers we selected for review. (Actually, the District provided
documentation for 65 vouchers, not 69.) We first requested the
documentation on February 21, 2002, and we are still waiting to receive the
remaining vouchers. The amount of time we provided to the District to
produce the documents is reasonable.

Documentation of Expenditures

Allegation: The District has an outside auditor and accountant.

Response: These firms did not perform a program evaluation, attempt to compile all
project costs, or address issues of accountability for taxpayer funds.

District Conference Room

Allegation: The Bureau consistently refers to the District’s conference room as a
skybox. “This misrepresentation is another clear indicator of the Bureau’s
intentional negative slant.”

Response: The 1996 Lease gave the District the “right to reserve a Skybox for the
exclusive use by the District.” Although the 2000 Third Amendment to the
Lease removed this language, a map attachment shows the conference
room to be a skybox. Further, the Ethics Board’s January 2001 opinion
uses the term “skybox” repeatedly. Finally, we attended meetings in the
conference room and personally observed that the room is in fact a skybox
with a view of the playing field.

A more relevant question is: Why didn’t Mr. Trunzo address our
recommendation on the use of the conference room, and why did
Mr. Duckett tell us on October 11, 2001, that the Ethics Board would not
allow the District to make the skybox available to charity groups?

Management Contract

Allegation: The District’s contract with its former executive director is “well within
industry standards and fully conforms with common industry terms and
conditions.”

Response: The District is a local unit of government, not a private business. As such,
the contract contains provisions that legislators and the public may
question, including paying large lump sums for work that may not be
completed and paying for a spouse’s travel.
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District Staffing

Allegation: The District never employed 8 full-time staff.

Response: This is the number we included in our 1997 report based on information we
were given by the District at the time. The District did not question it then.

Allegation: The District has contracted for all administrative and management services
only since October 2001.

Response: On July 27, 2001, Mr. Trunzo and Mr. Duckett signed a First Amendment
to the Contract for District Representative Services that stated the contract
“shall commence as of August 1, 2001….”

Final Comments

Allegation: Miller Park is the “largest construction project” in Wisconsin.

Response: The Milwaukee Metropolitan Sewerage District’s Water Pollution
Abatement Program is the largest project, costing approximately
$2.3 billion. We have audited it successfully on two separate occasions,
and are currently doing so a third time.

Allegation: The Bureau’s stated desire to explore the “nuances” of the Miller Park
project reconfirmed that its objective was to throw together “yet one more
grandstanding report” with “highly charged political overtones.”

Response: The definition of “nuance” does not mean “innuendo” or “untruths.” In
fact, it means “expression or appreciation of subtle shades of meaning.”

Allegation: The Bureau ignored, “perhaps conveniently,” an analysis of the economic
benefits of Miller Park.

Response: We never planned to conduct such a review. Our charge was to focus on
total project costs and management.
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