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What is considered a Capital Project?

What is a Capital Improvement Plan? rv.oaz2o0xnpital | mprove

A capital improvement project is commonly considered any item over $10,000 with a useful life

greater than 5 years. A Capital Improvement project is a project that may include the construc-

tion of new facilities as additions to the city's assets, renovation of existing structures to signifi-

cantly extend useful life, and major repair operations of a comprehensive and non -routine na-
ture. Common examples of Capital Improvement Projects include the construction of roads and
bridges, facility construction, and land acquisition. However, the funding of certain other large

ticket items, such as fire trucks, heavy equipment, and costly technology upgrades are consid-

ered to be capital projects as well.

Why is Capital Budgeting important?

Capital Budgeting is important for various reasons. The main reason is to determine what kind
of impact capital projects will have on the operating budget and how to address them
accordingly. For example, if a new street that will attract more businesses is going to be
created, the City must take into account what additional costs, besides construction, will be
incurred. The costs could include maintenance, replacement, staff time, landscaping, zoning,
possible infrastructure needs, etc. All of these additional costs effect the operating budgets of
various departments, such as Administration, Community Development, Parks and Public
Buildings, Public Works, Police, and Fire. If the project is determined to increase the tax base,
thereby increasing revenues for the City, this will be compared to the current start up and
future upkeep costs of the project to determine whether the benefit of the project will outweigh
the costs.

How does the City budget for Capital Projects?

The City of Valley Center prepares for its Capital Improvement Program by budgeting
approximately $2,000,000 for every 2  -year CIP cycle. Each CIP cycle starts on the following
even numbered year. Capital improvements involve the outlay of substantial funds; therefore,
numerous resources will be considered which will enable the City to pay for capital improve-
ments over a longer period of time, including: general obligation bonds, revenue bonds, lease
purchase agreements, special assessments, state and federal grants and cash. During each an-
nual budget process, the City Council reviews the CIP and evaluates the available remaining
projects. Due to the possibility of certain projects being selected by WAMPO for federal funding,
it is crucial to remain flexible when selecting projects. The flexibility allows the City to push

back projects or accelerate projects in order to take advantage of the 80/20 federal funding
match from WAMPO or various other fund matching entities. The goal is to have projects select-
ed on a rolling 5 year period. As each new cycle approaches a financial analysis is completed for
the next cycle of projects.
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Financing projects is an important step in the CIP/Capital budgeting process. The basic rules of
when to borrow money for projects are:

Financing a Capital Improvement Planrsv:oa2o0xapital I mprove

1 The project expands the tax base of the city thus creating additional revenues for the City.

T  When a project is costly enough that the only way of paying for it would be to distort the cur-
rent tax structure. By borrowing for this project, taxes will stay the same and debt service
payments will be calculated into the operational budget.

T Interest costs are reasonably low. This is also affected by the credit rating of the City. When
interest rates are low, it is a good time to borrow because of the savings in interest payments
that will be generated. By having a great credit rating the City will also receive lower interest
rates because of past performance in paying and

Valley Center considers several different financing options when deciding how a project will be
financed. Some of the various options the City considers are as follows:

Current (Pay -as-you -go) Revenue: Pay-as-you-go financing refers to the method whereby
improvements are financed from current revenues, such as taxes, user fees, service charges,
and funds that have been set aside from previous years.

General Obligation Bonds: Many Capital Improvement Projects are funded by the issuance of
general obligation bonds. General obligation bonds are full faith and credit bonds, pledging the
general taxing power of the City to back the bonds. General obligation bonds can be sold to fi-
nance permanent types of improvements such as, municipal buildings, street and utility infra-
structure, and recreation facilities. The bonding process is time consuming and if funding is
needed immediately temporary funding sources are available. In these instances the City will
issue Temporary Notes which will finance the first portion of the project(s) until permanent fi-
nancing is in place.

Lease/Purchase: The City last used this type of financing to purchase a street sweeper. The
City set up the lease/purchase agreement to retire within 4 years of purchase. This allowed the
payments to be assigned to the operational budget rather than placed as a purchase in the
Capital Improvement Program.

Revenue Bonds: Revenue bonds are a mechanism used in cases where the project being fund-
ed will generate revenue from user fees, such as water or sewer systems. These fees are used to
pay for debt service associated with the improvement project.

Special Assessments:  Community Development projects that more directly benefit certain
property owners may be financed in the interest of equity by the use of special assessments. A
benefit district is created, by which the cost of improvements is split amongst all properties
within said district. State statute prohibits municipalities from creating a special assessment
benefit district for any improvement without 51% approval of the property owners within the
district.
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CIP 5 Year History

Project
Clay St Paving

Waterline 69th to Seneca

Park Improvements

McLaughlin Ped/Bike Path
Sewer Rehab

Valley Creek Paving/Water/Storm/Sewer
93rd Street

Public Building Improvements
Meridian/Ford St Drainage

Goff Sidewalk

Emporia Sidewalk
Butler/Highpoint Paving
Community Center

City Hall A/V

5th St Floodway to Broadway
Well Rehab

Storm Water i Allen St
WWTP Phase lli

Historic Waterline Replacement

Squad Truck i Fire Department
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Completion Date

2014
2014
2014
2015
2015
2015
2016
2016
2016
2017
2017
2017
2018
2018
2019
2019
2019
2020
2020
2020

*larger projects completed in the last 5 years
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Project Funding Type/Source Amount
5th Street 2020 -1 G.O. Bonds $815,543.33
2016 -1 G.O. Bonds $1,000,000
Historic Waterline Replacement 2020 -1 G.O. Bonds $3,745,000
Water Tower Rehab Water Reserves $400,000

~
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Project Funding Type/Source Amount
. : G.O. Bonds/Streets/
Meridian: Railroad to 69th $1,276,068
Stormwater
full [ 2,731,731
ull reconstruction WAMPO $2,731,73
G.O. Bonds/Streets/
$1,014,533
Meridian: Main to 5th Stormwater
WAMPO $3,418,131
Ford Street: Bridge to Broadway (if award- G.O. Bonds $1,854,548
ed KDOT economic Development Grant) EcoDevo KDOT Grant $3,532.473

G.O. Bonds supported via Lo-

. 20,000,000
cal Option Sales Tax $

Pool/Rec Center

. . G.O. Bonds/Reserves/
City Entryway Signs General Eund $200,000

t NP L2 & SSRiuHpn w/nLt / & Of S

Project Funding Type/Source Amount
1st Street from Meridian to Birch i 2nd
Street from Meridian to Birch i 3rd G.O. Bonds/Streets/ $2 460 000
Street from Sheridan to Railroad Pave- Stormwater ’ '
ment Reconstruction and Storm Water
Water Treatment Plant G.O. Bonds/Water Utility $5,000,000
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This is the proposed spending schedule through 2026. The selected projects and amounts
are likely to change or be added to. The spending schedule allows the City to budget ac-

cordingly and create a plan for debt issuance that falls in line with city policy. Planning
City
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credit rating.
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The tour does not include equipment,
ped/bike plan, or some park and
public grounds projects

(Requires GOOGLE EARTH)
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The City is focusing on
community engage-
ment, especially when
it comes to involve-
ment with major pro-
jects and the CIP plan.
The CIP dashboard al-
low citizens more in-
sight into timelines,
costs, funding sources,
and additional perfor-
mance measures that
track overall progress.
Give it a try by clicking
on the image or the

link!

K9 2]l

TABLE OF CONTENTS

/


https://earth.google.com/earth/rpc/cc/drive?state=%7B%22ids%22%3A%5B%221hAcNfL3Y2i2wxN_8kRJPQUCwTgRWUCMV%22%5D%2C%22action%22%3A%22open%22%2C%22userId%22%3A%22115377783280581861872%22%7D&usp=sharing
https://valleycenterks.org/563/Capital-Improvement-Program-Dashboard
https://earth.google.com/earth/rpc/cc/drive?state=%7B%22ids%22%3A%5B%221hAcNfL3Y2i2wxN_8kRJPQUCwTgRWUCMV%22%5D%2C%22action%22%3A%22open%22%2C%22userId%22%3A%22115377783280581861872%22%7D&usp=sharing









































































































































































