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Introduction

It’s highly likely infrastructure is a hot-button issue in your community. From repairing roads to building fire stations, citizens
expect their local governments to maintain and upgrade infrastructure — and it’s no coincidence that capital planning is one
of your government’s top priorities.

As a City Manager or County Administrator, you’re expected to play an integral role in developing a Capital Improvement
Plan (CIP), explaining it to elected officials and winning their support, implementing the plan, and explaining it to citizens.

This isn’t easy, but I'm here to help.

I've created many Capital Improvement Plans. Each city I've worked in had different needs and internal dynamics, but no
matter the city, the planning always goes better when the entire leadership team understands how the process works.
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“AS C/ty Monoger So, in this brief guide, ’'m going to explain what goes into a CIP — think of it as Capital
Improvement Projects 101! We’ll answer the following questions:
or County

Adm/'nisz‘rotor, What is a Capital Improvement Plan?
you're expected
to play an integral

What are the benefits of developing a Capital Improvement Plan?

role in developing What are the features of a Capital Improvement Plan?
a Capital

. . . -
/mprovemem‘ P/Oﬂ What is the process of developing a Capital Improvement Plan?

(C/'D) You may already know some or all of this information, but sharing this guide with others
in your organization can spread awareness about capital project budgeting and improve
alignment across teams, with elected officials, and even with citizens.

Capital Inprovement Plans are among the most important documents a government creates.

“The plan provides What is a Capital Improvement Plan?
a WO/’kfﬂg b/uepr/nt A Capital Improvement Plan (CIP) contains all of a local government’s individual capital
projects, equipment purchases, and major studies; in conjunction with construction and

fOf sgstalnmg completion schedules and in consort with financing plans. The plan provides a working
Ond /m/OfOV/f?g blueprint for sustaining and improving the community’s infrastructure. It coordinates strategic
the Commu/’)/'ty’s planning, financial capacity, and physical development. A CIP stands at the epicenter of a

government’s Planning, Public Works, and Finance departments.

infrastructure.”
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A CIP has two parts: a capital budget and a capital program. The capital budget is the
upcoming year’s spending plan for capital items. The capital program is a plan for capital
expenditures that extends typically five to ten years beyond the capital budget.

What are the benefits of developing a Capital
Improvement Plan?

A complete, properly developed CIP delivers the following benefits:
Synchronizes capital and operating budgets

Systematically evaluates competing demands for resources based on a prioritization matrix
reflecting the entity’s long-term goals and objectives

Identifies, prioritizes, and optimizes capital project financing:
Pay-Go
Federal and State grants
Debt financing

Links strategic and comprehensive plans with fiscal capacity

Informs the public about the government’s investment in infrastructure

e0e < [im] sandiegoca.opengov.com < [u] J |
|
The City of
SAN DIEGO) &Back| & | DReset | Transportation & Storm Water (¥ Distibuied Capita Login  Helpv | Share v
The budget document can be found at sandiego.gov/fm/index.shtml -
.-+ Operating 2 2 = n i
Budget
SotAtoZv
<" Capital
Budget Watershed CIP Drainage Projects
$4,000,000 (13.6%)
L+ Historical University Avenue Mobility ® New Walkways
Operating $3,200,000 {10.9%)
Budgets Resurfacing of City Stre...
< Historical ® SR 163/Friars Road
Capital Sidewalk Repair and Reconstruction
Budgets $2,000,000 (6.8%) SR94/Euclid Av Intercha...
Sidewalk Repair and Re...
Views More (12 grouped) University Avenue Mabi...
A $8,171,872 (27.8%)

SR94/Euciid Av Interchange Phase 2 Watershed CIP

What ls the City's $3,050,000 (10.4%)

proposed or adopted
capital budget by asset
type?

More (12 grouped)

What is the proposed or
adopted capital budget
by funding source (each SR 163/Friars Road ~
source has restrictions on $3,000,000 (10.2%)
how it can be used)?

Drainage Projects
$2,825,000 (9.6%)

What is the proposed or Resurfacing of City Streets
adopted capital budget $1500,000 (5.1%)

for transportation

projects, Including street.

" New Walkways
$1,658,619 (5.6%)

{2 Advanced >

Transparency and reporting tools such as OpenGov help governments inform staff and citizens about
infrastructure investments. Here, San Diego is showing citizens its budgeted transportation investments.
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‘At a minimum, the  What are the features of a Capital Improvement Plan?
committee USUO//y The CIP typically includes the following information:

includes the major
departments with
Cap/'ta/ facilities — A priority ranking of projects
e.qg., public works
for capital facilities,
and police and fire A timetable for the construction or completion of the project
for rolling stock.”

A listing of the capital projects, equipment, and major studies

A financing plan

A project justification

A classification, itemization and explanation for the project expenditures

How are Capital Improvement Plans developed?

Governments typically follow these steps when developing a CIP:

Step 1: Organize the Capital Improvement Plan

CIP Governance: The process begins with deciding to prepare a CIP and Capital
Budget, and designating a lead department. Although the budget or finance office
typically begins the process, sometimes the public works department takes the

lead because it has excellent multi-year programs that strategically examine capital
projects. At a minimum, the committee usually includes the major departments with
capital facilities — e.g., public works for capital facilities, and police and fire for rolling
stock.

Capital planning should involve major departments with capital facilities.
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“Modern
visualization
and reporting
technology such
as OpenGov
helps when
presenting this
complex capital
improvement
plan in an
understandable
and user-friendly
manner.”
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Develop Process, Forms, Criteria, and a Schedule: The next step in preparing the CIP is to
develop:

A CIP budget calendar detailing milestones and dates for the CIP process
Specific forms detailing project proposals
A prioritization and decision-making matrix for evaluating and selecting capital projects

Citizen and Stakeholder Involvement: The CIP budget calendar typically includes the process
to involve citizens and important stakeholders (other capital facilities providers in the area).

Step 2: Identify Projects and Funding Options

We often identify projects from the individual infrastructure systems’ “capital

needs studies.” Although many jurisdictions lack both capital needs studies and
comprehensive infrastructure and condition assessments, it is still possible to craft
an effective CIP without them through developing project request forms. The project
request forms should designate the funding source(s) available for the project.

Selecting projects after the project proposals have been submitted, the CIP committee
evaluates and prioritizes each proposal without regard to the funds available.

Then, finance staff forecast the amount of un-earmarked money available. Projects
competing for general funds, that is, un-earmarked money, are re-prioritized based on
the available funds.

We next divide the projects into priority groups — i.e., those which are urgent and for
which efforts should be made to find funding; those which should be completed as
funds become available, and so on. Projects with existing funding, from enterprise
funds, should also be evaluated. This process helps decide which proposals will
receive funding.

Step 3: Prepare and Recommend a Capital Plan and Budget

The selected projects, plans, timelines, and financing summaries are then compiled
and presented for approval to the elected officials. Modern visualization and

reporting technology such as OpenGov helps when presenting this complex capital
improvement plan in an understandable and user-friendly manner. The governing body
conducts hearings, workshops, and other outreach efforts to ensure all stakeholders
and interested parties can provide feedback.
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OpenGov helps present capital projects in an intuitive and useful manner.

Governments should develop performance indicators and project development
milestones for the recommended capital plan for subsequent reporting purposes.
Project management and performance indicator systems are important capital budget
implementation tools.

Step 4: Adopt the Capital Budget

“The CIP’s first The CIP’s firtst year becomes the ?a.pitta;]l Budg.teti 'klj'h:re fre three ways that
governments can approve projects in the capital budget:

year becomes the

CGD/TCI/ BUdQGZ‘. v Adopt an annual capital budget. This method funds projects only a year at a time
with the funds needed for the project for that year.

Adopt the capital budget with the entire amount for every project approved in that
fiscal year, regardless of whether it will be spent that year. In addition, carryover
funds for capital projects from one year are usually put into the next year’s budget

and approved again by the elected officials.

Approve a bond financing and authorize the project(s).
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A capital Conclusion

improvement plan
(C/ID) IS a o’ynom/'(: A capital improvement plan (CIP) is a dynamic community planning and fiscal management
Commun/'z‘y tool used to coordinate the location, timing, and financing of capital improvements

. . over a multi-year period. It is critically important and one of a government entity’s major
,O/C]/'Il')l/’lg Of?d f/SCG/ responsibilities. The CIP is a working document and should be reviewed and updated
monagemem‘ tool annually to reflect changing community needs, priorities, and funding opportunities to
USGO’ to COO/’O’/I’)GZ’@ ensure the infrastructure exists to advance the community’s strategic and long-term goals

z‘he /OCC]ﬁOf?, and objectives.
timing, and

financing of capital
improvements

over a multi-year

period.”

About Charlie Francis

Charlie Francis is a municipal finance expert. He has more
than forty years of local government financial management
experience in both the public and private sector, including
twenty years of experience as a Chief Financial Officer.
Most recently, he served as the Director of Administrative
Services and Treasurer for the City of Sausalito where he
earned the unofficial title of “OpenGov super user”. He has
also served as a finance manager for the Town of Colma,
CA and as CFO and acting City Manager for the Cities

of Indian Wells, CA and Tracy, CA.governments without
modern recruiting technology.

OpenGoy, the market leader in cloud-based financial and performance intelligence, planning, and transparency, is
transforming the way the world analyzes, shares, compares, and allocates public money. With over a thousand government
customers of all sizes in a rapidly expanding network, OpenGov transforms government financial and performance data
into intuitive, interactive reports and insights that can be shared internally, with citizens, and between other governments.
As a result, OpenGov empowers governments to make better data-driven policy decisions, improve the budgeting process,
measure performance, and build trust inside and outside their organization. Founded in 2012 with headquarters in Silicon
Valley, and offices in Washington DC and Portland, OR, OpenGov works with leading governments of all sizes such as The
State of Ohio, Washington DC, Minneapolis MN, San Antonio TX, Palo Alto CA, Northglenn CO, and Edgewood KY. Learn
more at www.opengov.com.
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