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INTRODUCTION AND PURPOSE

The Capital Improvement Plan (CIP) is a comprehensive five-year plan that serves as a guide for the
provision of public improvements and outlines the timing and financing of those improvements within,
the Capital Improvement Fund, the Water and Sewer Capital Improvement Funds, and the Service
Center and City Garage Funds. The CIP provides a plan for the acquisition or construction of new
physical assets as well as the replacement or repair of existing capital assets.

A capital asset is defined by the city using the following three criteria: relatively high monetary value
($5,000 or higher), long asset life (one or more years useful life), and the expense must result in the
creation or revitalization of a fixed asset. Amounts spent on maintenance of long-life assets are also
included within the CIP.

The development of the CIP is an important component of the annual budget process, and its creation
facilitates important internal discussions about the condition of the city’s capital assets and the city’s
financial capacity to address areas of need. Financial constraints prevent the plan from including every
need and project, but it does provide public improvements that have been prioritized in a manner that
promotes public and private development for future community growth and effective service delivery to
citizens of the city. The goal is to use the CIP as a tool to implement the city’s various Master Plan goals
and objectives and to assist in the city’s financial planning.

The CIP neither appropriates nor authorizes projects. Individual projects are presented to Council when
all sources of funding are identified and available and the project is set for design and/or construction.
Estimated costs for projects and assets in the out-years of the CIP have been researched and are valid,
though they are less certain due to the volatility of materials, markets, the evolving nature of labor costs,
and the possibility that the nature or scope may change. Purchases and projects recommended in the
first year of the CIP will be included in the same year’s operating budget adopted by Council. Costs
may change once quotes and formal requests for proposals are reviewed and accepted.

CAPITAL BUDGET PROCESS

The CIP process is a tool to assist with determining CIP improvements and projects for the upcoming
five years and aides in managing the needs of a stable yet growing community. This tool is meant to
be used in conjunction with oversight and support from City Council. The database, evaluation criteria,
prioritizations and project communication will continue to evolve with change and growth of the
community. A successful CIP includes a dynamic process that helps manage and implement growth in
a changing environment with the community’s needs at the forefront.

The goal from the development of a five-year CIP is a plan that outlines the projected capital
improvement needs of the city to assist in the planning and budgeting process. This plan will include
the summary of the improvements, and the source of funding. Because the city’s goals and resources
are constantly changing, this plan is designed to be re-evaluated periodically to reaffirm or reprioritize
the capital improvement needs.

The prioritization of the eligible capital assets is completed by a CIP ranking system. The evaluation
process provides an objective way for the city to compare cross-departmental projects that compete for
the same funding. The subjectivity of comparing projects is reduced and more reliance is placed on the
weighted criteria delivered from various sources such as city staff knowledge of citizen concerns,
department expertise and City Council areas of emphasis.
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Capital assets or projects rated as a lower priority that are not included in the current five-year plan are
still eligible to be funded. If current cost estimates come in lower or priorities shift, these items may be
added.

Each department is responsible for assessing its capital needs in providing services. Asset purchases,
improvements and projects funded through the CIP are evaluated and ranked with the following factors
in mind:

e Is this an existing obligation?

¢ What are the financial impacts on operations?

e Isitrelated to a strategic Council goal?

e Does it address a program deficiency?

e Are there regulatory or compliance considerations?

e Are outside sources of funding available?

e Does it fulfill an existing policy or plan objective?

e What is the health, safety, and environmental impacts?

e What are the effects on the local economy?

e Are there cooperation opportunities with other governments?

All capital expenses within the CIP are included in one of the following seven asset types as defined
below:

Infrastructure — Infrastructure includes any capital expense that is necessary in developing and
maintaining public transportation and public water, sewer, and storm water systems. These include,
but are not limited to, streets, alleys, sidewalks, bridges, water lines, sewer lines, storm sewers, etc.

Traffic — Traffic improvements include signal equipment, traffic signal systems, LED signal
replacements, traffic signs, guardrails, roadway striping, etc.

Vehicles — Vehicles are a means of transportation that are licensed and used in the provision of services
within the city. These include cars, vans, trucks, dump trucks, etc.

Equipment — Tools or items used in an operation or activity for providing city services. These include,
but are not limited to, mowers, tractors, radios, body armor, etc.

Technology — Technology includes city-wide contracted IT network support, city-wide costs for all
printers and copiers, computer replacements, server and switch replacements, city-wide email,
software, and cloud services, etc.

Facilities Improvements — Facilities typically include buildings and structures used in conducting the
business and initiating services of the city. Examples include the Civic Center, Aquatic Center, Service
Center, Water Treatment Facility, etc. Improvements to facilities may include many items but are
typically grouped as one project.

Parks/Land Improvements — The city maintains twenty-one parks, two golf courses, city owned land
and right of ways. Improvements to these areas include landscaping, lighting, golf course amenities,
park amenities, etc.
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CAPITAL BUDGET FUNDS

Park Capital Improvement Fund

The Park Capital Improvement Fund was established by council to account for fees collected on new
development within the city to be used for future park development. In 2022, Council gave staff the
authority to move forward on major improvements to two signature parks of the city: Riverfront Park and
Sycamore Trails Park. Along with these fees, transfers from the General Fund, donations, grants and
potential debt proceeds will fund these improvements over the next two years.

Capital Improvement Fund

The Capital Improvement Fund is used for a broad range of service areas including but not limited to
streets, safety, parks, golf, facilities, development, and information technology. The primary source of
revenue is a 15.6% distribution of net income tax collections. At the approval of the operating budget,
a transfer of funds from the General Fund provides additional resources to finance capital
improvements. This five-year plan includes a transfer of $300,000 for maintenance and replacements.

Other funds of the city provide resources for the capital plan including the following:

Court Funds — accounts for fines collected by the court that can be used to fund certain capital.
Police Funds — accounts for fines or other monies that can be used to certain capital.
Recreation Self-Supporting Fund — accounts for fees used to support programs including an
annual transfer for capital.

Street/Motor Vehicle Funds — a portion of gas and license fees to support paving and equipment.

Service Center/City Garage Funds

The Service Center Fund was established as an internal service fund. Other funds within the city are
charged for the use of the building and these charges are then set aside to maintain the building. City
staff periodically evaluates the amount of the charges to determine if any increases are needed for
future capital needs. Currently $150,000 per year is being assessed with a projected increase of the
charge in 2025 to $175,000. This will allow for the continuation of funding for future capital.

2023 reflects a high level of capital investment in the service center from accumulated reserves that
includes a roof replacement. The following years reflect other needed maintenance. In addition to the
Service Center Fund, the City Garage Fund is also an available resource for building improvements
and maintenance since it is housed within the service center. The City Garage Fund is also an internal
service fund used to operate the city maintenance garage for city vehicles and equipment. The current
charge of $431,550 is proposed to increase to $450,000 in 2025 to also continue services as well as
fund any capital needs. As reserves build, these funds will be utilized.
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Water Capital Improvement Fund

The Water Capital Improvement Fund is funded by transfers from the Water Surplus Fund which is
derived from user fees paid by customers. Transfers from the Income Tax Facility Fund are also used
when needed and represent a portion of income taxes collected and allocated for water capital. Grants
are included as anticipated fund sources for bigger projects that qualify. Capital expenses include meter
and valve replacements, water tank rehabilitation, pump replacements, water line replacements, master
plan updates, vehicles and other equipment needs.

Larger water infrastructure projects identified in the Water Master Plan are funded mainly with OWDA
loans and accounted for in a separate fund OWDA Project Fund as prescribed by the federal program.
These loans are retired over twenty years with user fees. The Water Master Plan will be updated in
2023. From that update, additional future projects will be identified and funded with either OWDA loans,
state/federal grants, user fees or the General Fund.

Sewer Capital Improvement Fund

The Sewer Capital Improvement Fund is funded by transfers from the Sewer Surplus Fund which is
derived from user fees paid by customers. Transfers from the Income Tax Facility Fund are also used
when needed and represent a portion of income taxes collected and allocated for sewer capital. Grants
are included as anticipated fund sources for bigger projects that qualify. Capital expenses include storm
sewer repairs and maintenance, lift station improvements, wastewater treatment facility improvements,
updates to sewer and storm master plans, vehicles and other equipment needs.

Larger sewer infrastructure projects identified in the Sewer Master Plan are funded mainly with OWDA
loans and accounted for in a separate fund as prescribed by the federal program. The Sewer Master
Plan will be updated in 2023. From that update, additional future projects will be identified and funded
with either OWDA loans, state/federal grants, user fees or the General Fund.

FINANCIAL GUIDELINES

The financial guidelines used in the preparation of the five-year CIP will provide assurance the city can
meet, in a full and timely manner, both our debt service obligations and all other obligations competing
for available resources. It is the city’s objective to complete as many needed capital improvements as
financially possible while maintaining flexibility to adapt to changes as they occur.

There are several key guidelines utilized in determining the city’s fiscal capacity to complete capital
projects over the next five years.

Paying cash for projects where financially possible (pay-as-you-go financing) will increase our flexibility
in the future. In utilizing pay-as-you-go financing, revenue projections and estimated fund balances will
be reviewed and evaluated to assure that sufficient reserves are maintained.

A fund balance reserve policy for the General Fund has been adopted by City Council to establish a
minimum reserve of 40% of annual revenues. The minimum reserve provides an adequate level of fund
balance to help mitigate current and future risks. The City Manager can recommend to Council that
excess reserves be used for capital improvements by paying cash or issuing debt.
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The use of debt for capital purchases and projects can be a valuable tool in helping to ensure the
sustainability of critical infrastructure systems. Long-term financing (20-30 years), such as bonds will
be considered very carefully. Leases or notes may be pursued for purchases and projects with useful
lives less than 20 years.

The following factors are evaluated when considering debt financing as an option:

Nature of the capital expenditure

Anticipated life and usefulness of the asset
Financial impact of financing (cost vs. benefit)
City’s ability to pay debt obligations.

As the life of the asset increases, typically the cost of the asset will increase. These purchases may be
better suited for funding with debt as it spreads the costs out over time which allows for equitable costs
amongst taxpayers and matches future revenue streams, especially as it relates to water and sewer
infrastructure improvements. A debt schedule identifying city obligations is included at the end of the
CIP document.

The detailed CIP and budget for 2023 follows and is presented by fund and category. These items
have been fully appropriated through Council’s 2023 budget ordinance. The remaining four years for
all capital funds are presented in summary by fund and category. Each of these represent the priorities
of the city and serve as a planning document for the city’s investment in capital.

DEBT OBLIGATIONS

The Ohio Revised Code Section 133.05 provides that the total net debt of a municipal corporation,
whether or not approved by the electors, shall not exceed 10.5 percent of the total value of all property
in the municipal corporation as listed and assessed for taxation. In addition, the unvoted net debt of
the municipal corporations cannot exceed 5.5 percent of the total taxation value of property. The
statutory limitations on debt are measured by the ratio of net debt to total tax valuation and expressed
in terms of a percentage. The city is well within its direct debt limitation.

In addition to the above statutory direct debt limitation, the Ohio Constitution imposes an indirect ten-
mill tax limitation on all unvoted bonds and notes. To determine if the city is within the indirect debt
limitation, outstanding unvoted debt of all overlapping subdivisions must be considered. The
overlapping subdivisions include Montgomery County, Miami Township, Miamisburg City Schools,
Miami Valley CTC, Miami Valley Fire District and Greater Dayton RTA. As of the city’s last debt
issuance in June 2022, there was 4.1895 mills of unused debt capacity. This amount is subject to
change when any one of the overlapping subdivisions issues debt. A calculation is required to be made
each time debt is issued.

In both the direct and indirect debt limitation calculations, debt that is pledged with specific revenues
such as utility fees, special assessments or TIF revenues are exempt from the calculation
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The following guidelines represent the city’s commitment to sound fiscal practice when considering
debt:

e The city will not incur debt to finance current operations.

e The city may issue debt for a qualifying capital project if the cost of the asset is at least $5,000
and the useful life of the asset is at least five years.

¢ Debt will not be issued for periods exceeding the useful life of the project or asset.

e Periodic reviews of outstanding debt will be undertaken to determine refinancing/refunding
opportunities.

¢ Refinancing/refunding will be considered when there is a positive net economic benefit, or the
refunding/refinancing is essential to modernize covenants to improve operations and
management.

DEBT SERVICE FUNDS

The following funds account for resources used to pay principal and interest on long-term debt.

General Bond Retirement Fund

This fund accounts for transfers from the General Fund, Capital Improvement Fund and the Income
Tax Facility Fund used to pay principal and interest on the following obligations:

2012 Kettering Medical Center Network Special Obligation Bonds — Ground Lease
e 2019 Lower Miamisburg Road Improvements - State Infrastructure Bank Loan

e 2015 Linden Avenue Improvements — OPWC zero percent loan

e 2021 Gebhart Church Road Improvements — OPWC zero percent loan

Austin Center TIF Fund

Accounts for payments in lieu of taxes collected from the Austin Tax Increment Financing (TIF) District
used to pay debt service related to interchange improvements including:

o 2021 Austin Interchange Refunding Bonds — City’s portion of the interchange
o 2022 Austin Various Purpose Bonds — Road construction, storm & landscape improvements

Income Tax Facility Fund

This fund accounts for 11.1% of net income taxes as well as transfers of user fees from water and
sewer surplus funds to pay debt service for both utility systems, including the following obligations:

e 2002 Water Revenue Bonds
e 2002 Sewer Revenue Bonds
o 2022 Water Meter Improvement Bonds
e Multi-Year Water/Sewer OWDA Loans
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