CREATING THE FUTURE

CAPITAL IMPROVEMENT NEEDS ASSESSEMENT
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The purpose of this evaluation is to help community leaders understand the capital
improvement needs of the City and assist them in developing a capital improvement
budgeting process. City owned public buildings were reviewed in addition to other
infrastructure needs of the City. The assets of the City were reviewed on their ability to
accommodate the City as it continues to grow. Currently the City has a capital budget
planning process which h has served the City well. Suggestions are provided which
would develop a long term plan for capital improvements and upgrades.
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, & 6 The City owns and maintains the City Hall building, the Annex
Building, the Public Works office building, the combined Street Department and Utility
Shed, Water Plant, and Dog Pound, Library, Fire Department, and the Recycling
Building. The City has a joint venture with the City of Festus for ownership and
management of the Festus-Crystal City Sewage Treatment Plant. This joint venture is
owned and managed by the Festus-Crystal City Sewage Treatment Commission. The
Plant serves both Festus and Crystal City. Crystal City owns 42% of the joint venture.
Each City pays a pro-rata share of the operations and maintenance cost, including capital
improvements of the facility.

The City Hall and Annex building houses the City administrative staff, Police
Department, and Council Chambers. The Public Works building houses the Building
Commissioner and administrative staff for the Public Works Department. The Fire
Department houses fire equipment and the Fire Department administrative staff. The
Water Plant, Street and Utility Shed, and Dog Pound area houses the Joint Water and
Sewer Plant maintenance staff, Street Department maintenance staff, as well as the
animal control operations. The Recycling Center handles the recycling operations of the
City.

Review of the existing buildings and facilities reveal that all are well maintained and
functional. The City Hall building is nearly 20 years old and is reaching its functional
capacity with the demand for office space. The Public Works building is an older house
that has been converted to an office building. There is limited space to expand in this
area, considering the need for parking. The Water Plant, Street and Utility Shed have
plenty of space to expand and appear to be functional for current and foreseeable needs.
The Library has recently undergone a renovation and appears to meet the current and
foreseeable future needs. The Fire Department appears to meet the current and
foreseeable future needs. The Recycling Center also appears to meet the current and
foreseeable future needs. Assessments of buildings are based on functionality.
Consolidation of some operations could be cost effective and save operation cost.
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Depending on the growth of the City these needs could change. Buildings age and

require regular maintenance as well as expanding to meet the growing needs of the City.

A maintenance and replacement plan is needed.
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As well as the building and improvements owned by the City, the City is obligated to
maintain the streets and sidewalks of the City. The City currently has an estimated 20
miles of streets to maintain. Most streets are in good shape. As with any city,
improvements are needed to improve the level of service and improve safety.
Improvements are being made on Jefferson Street and Virginia Avenue in 2010 under an
STP grant. The Sewer and Water Department must also replace sewer and water lines
and equipment on a regular basis in order to serve the estimated 2,000 customers. The
Enterprise fund and current Bonds require a replacement reserve be maintained for
capital improvements. A regular schedule for capital replacement is needed for both the
utility system and the street system. The City Pool is also operated as an Enterprise Fund
operations and maintenance cost is funded by its revenues.
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The listing of City owned equipment is vast, depending on equipment of each
department. No attempt was made to inventory and review all equipment of the City.
Each Department knows and understands their needs and must justify them before the
City Council. Equipment is well maintained, but as with any equipment upgrades,
replacement, and repairs are required on a regular basis. A regular schedule of
replacement and upgrading is needed for each department. Technology requires regular
upgrading of systems and equipment.
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! 0 A, or CIP, is a short-range plan, usually four to six
years, which identifies capital projects and equipment purchases, provides a planning
schedule and identifies options for financing the plan. Essentially, the plan provides a link
between the City and its annual budget.

A CIP provides many benefits including:
- Allows for a systematic evaluation of all potential projects at the same time.
« The ability to stabilize debt and consolidate projects to reduce borrowing costs.
» Serve as a public relations and economic development tool.

» A focus on preserving the City’s infrastructure while ensuring the efficient use of
public funds.

- An opportunity to foster cooperation among departments and an ability to inform
other units of government of the City’s priorities.

The CIP typically includes the following information:

- A listing of the capital projects or equipment to be purchased.

- The projects ranked in order of preference.

» The plan for financing the projects.

- A timetable for the construction or completion of the project.

- Justification for the project.
As stated in the review of buildings, infrastructure, and equipment, a regular schedule of
replacement for all equipment should be established. Since 1999 the City has depreciated
assets based on GASBI rules, which stands for the “Government Accounting Standards
Board Interpretations”. Capital assets are depreciated, including buildings based on their
useful life. Using this method the City can annually save for routine replacement cost

and budget for them each year. Following is the annual amount of depreciation for all

assets owned by the Government Funds, Enterprise Funds, and combined. Enterprise
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Funds are required to fund replacement reserves, but Government Funds do not. This
annual amount is an excellent basis for creating a savings plan for routine replacement of
existing assets. Oftentimes new capital needs consume routine funds and needed capital
replacement and upgrades are delayed due to the competition for funds. By adopting a
plan to budget annual depreciation into a replacement fund is a prudent financial step in
capital budgeting. Based on GASBI accounting standards the City should reserve the
amounts listed below just to replace existing assets, not including new capital projects.
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GOVERNMENTAL FUNDS 2004 2005 2006 2007 2008
Depreciation Expense-Non Cash $256,436 $382,556 $407,143 $403,130 $451,200
ENTERPRISE FUNDS

Depreciation Expense-Non Cash $135,408 $238,298 $261,833 $263,339 $261,133
ALL FUNDS

Depreciation Expense-Non Cash $391,844 S$620,854 $668,976 $666,469 $712,333
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A sample department capital improvement and replacement budget has been prepared
using the annual depreciation as a basis for funding a reserve for that department.
Assuming the City funds the annual depreciation into a capital reserve account for that
department funds would be held in reserve to replace the asset. The example below
provides a basis which the City Council could review each department’s capital needs
and request and knows that replacement funds have been reserved and available.

SAMPLE
CAPITAL IMPROVEMENTS PLAN AND DEPRECIATION SCHEDULE
STREET DEPARTMENT

EXISTING

EQUIPMENT 1 2 3 4 5 6 7
2004 Dump Truck $30,000 7 years $7,000 2011 $4,298 $25,714 (S2,714)
2007 Service Truck $18,000 7 vyears $3,000 2014 $2,571 S$7,714  $7,286
Computer-2006 $1,000.00 5 years SO 2001 $200 $800 $200.00
TOTAL $49,000 $10,000 $7,069 $34,228 S4,772

COLUMNS INDEX

Cost of Asset

Useful life of asset and or depreciation basis.

Projected amount the City could sell the asset for at the end of the useful life to City.
Projected year the asset needs to be replaced.

Current year depreciation for asset.

Accumulated deprecation of the asset which should equal the amount held in reserve.

No o,k wNeE

Projected funds needed to replace after deduction of current reserves and salvage value.
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Planning the cost of new buildings and infrastructure is more complicated than planning
equipment purchases. New projects can cost millions and require detailed planning. The
City should develop a process to first evaluate the need of a capital improvement, develop
a preliminary cost analysis, develop a financing or funding plan, then conduct a public
hearing or comment period to gather public input on the project. After this process the
City can determine to proceed or not proceed with the project. The City could schedule
the project or put it on an “unfunded needs list”. This process could open up the public’s
ability to participate in public improvement projects plus it allows for a worthwhile
project to remain on the City’s capital improvement plan even if the funding is not
currently available. Following is a detailed outline of the recommended pubic
improvement budget process.

3, 6 Anyone should be allowed to submit a proposed public project to
the City Council. This process should not be too formal, but should require the
person submitting the request to provide sufficient detail to ascertain the scope of the
project. All department heads and council members should adhere to this process.

"o % 6 Once the project has been proposed to the City Council the
Council could vote to turn down the project or proceed with ordering a Needs
Assessment. The Council could hire an outside firm, or direct department heads, or a
committee to develop a detailed report which addresses the need for the improvement,
preliminary cost. financing plan, and any other critical information the Council
determines is needed. This preliminary report should not cost much money or take a
lot of time. The intent of the report is to identify the demand, cost, and impact of the
improvement, thus giving the Council more information to evaluate the project and
how it will affect the Capital Improvement Plan of the City.

5, 6 After the report is complete the Council could hold a public forum
or put the report on the regular council agenda. After some public comment period
the Council would vote to put the project in the Capital Improvements Plan for a
scheduled time whether in the current budget year or in the future. The Council could
also vote to put the project on the “Unfunded Needs List”. This list should be
established for projects which are worthwhile and needed but funding is not available
at this time or future funding appears to be limited. By placing the projects on this
list, needed projects remain part of the public debate even if the project is not
affordable at the time. The Council could also vote to turn down the project. If this is
the outcome, the project will not be listed or scheduled as a needed public project.

0 ! " 6 This list should be developed for a ten-year period. As
projects are put on the List they should be scheduled based on projected cash flow or
financing. It is recognized that no City Council can bind a future Council by
appropriating funds that far in advance, however, the document should be viewed as a
planning document which is subject to approval each year for the funds which it
proposes to be spent within that year. This document should be used throughout the
year but specifically addressed at budget time.
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/ * " 6 As stated above this list should be used to categorize projects
which may be needed, or good for the community, but at the time it was considered
sufficient funding was not available. This list should be reviewed annually and
projects reviewed annually to determine if they should stay on the list. Some projects
may be able to be moved to the Capital Improvements Budget if funds or financing
becomes available.

2 :

This section only served to highlight needs which was observed and should be considered
in the interest of long-term growth. The most important part of this section is the
development of a long term planning and accounting process to deal with capital
improvement needs. A formal process is essential for good planning. Whether the
projects that are herein proposed are needed should be left to the test of the process
established for review.
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