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CHAPTER 1 
CIP OVERVIEW 

 
 
Planning for the Capital Improvement Program (CIP) is one of the most important processes for 
a local government. The CIP process forces the local government to consider long-term service 
needs. The CIP process can help a government identify major projects anticipated over a period 
of time, the associated costs of the project, and the funding options for the project. 
 
 
LEARNING OBJECTIVES 
 
Upon completion of this chapter, the participant should be able to: 
 

• Recall the definition of a capital improvement plan  
 

• Describe state and local laws related to CIP  
 

• Distinguish types of capital 
 

 
DEFINITION OF CIP 
 
Each local government has a different approach to developing a CIP. One local government may 
include all projects that are anticipated over a five-year period; another local government may 
include all projects that are anticipated over a six-year period. Cost of a project is another 
variable. One local government may require a project to have a value of at least $150,000 in 
order to be included in the CIP; another local government may require a value of only $25,000. 
Regardless of the approach employed by the local government, the basic definition of a CIP is 
the same: a long-term plan for capital expenditures. 
 
Here are some common definitions of CIP used by local governments across the country. 
 
Coral Springs, Florida 
 
“The Capital Improvement Program (CIP) is an economical and responsible financial plan to 
ensure quality public services today and in the future.”1 
 
  

                                                           
1FY 2018 Adopted Budget, Coral Springs, Florida, accessed August 25, 2022,  
https://issuu.com/coralsprings/docs/adopted_budget_fy2018_36e3b122840a8a. 

https://issuu.com/coralsprings/docs/adopted_budget_fy2018_36e3b122840a8a


1-2 
   

Tempe, Arizona 
 
“The CIP is a five-year financial plan for the acquisition, construction, expansion, or 
rehabilitation of infrastructure and capital assets.”2 
 
Fairfax County, Virginia 
 
The CIP is “the County’s five year roadmap for creating, maintaining and funding present and 
future infrastructure requirements.”3 
 
Each of the local government definitions includes a statement about the CIP being a plan or a 
roadmap. Further, each definition acknowledges that the CIP is important to the future of the 
local government. Whether it is Coral Springs, Florida, with a population of 127,000, or Fairfax 
County, Virginia, with a population in excess of one million, the CIP is a planning process that 
maps out future service delivery and the required funding. 
 
 
WHY A CAPITAL IMPROVEMENT PROGRAM? 
 
The significance of the annual operating budget to the local government is obvious: it dictates 
the services that are delivered. The operating budget provides a list of spending priorities for the 
fiscal year that involve the day-to-day operations of the local government. In the same manner, 
the CIP provides a list of spending priorities. However, the CIP differs from the operating budget 
in that it includes expenditures for improvements that span several fiscal years and that generally 
involve a one-time major expenditure.  
 
 

Operating  
Recurring 

Daily operations 

vs. Capital 
Nonrecurring 
One-time expenditures 

Mowing right-of-way . Expanding roadways 
Maintenance of city pool  Construction of new pool 

Transport of prisoners to court  Construction of new courthouse 
 
 
The distinction between the operating budget and capital budget is important. The items in the 
operating budget typically are funded by a regular revenue source such as property taxes. By 
contrast, the capital budget typically includes items that exceed the revenue available through the 
operating budget. The CIP process forces a local government to consider how to fund major 
expenditures on a regular basis.  
 

                                                           
2 Capital Improvements Program Budget Fiscal Year 2017-2018, Tempe, Arizona, accessed , 
http://www.tempe.gov/home/showdocument?id=54247. 
3 Fiscal Years 2017-2021 Adopted Capital Improvement Program, Fairfax County, Virginia, accessed August 25, 
2022, https://www.fairfaxcounty.gov/budget/sites/budget/files/assets/documents/fy2017/adopted/cip.pdf . 
 

http://www.tempe.gov/home/showdocument?id=54247
https://www.fairfaxcounty.gov/budget/sites/budget/files/assets/documents/fy2017/adopted/cip.pdf
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The Government Finance Officers Association (GFOA) rationalizes the need for a CIP thus: 
“Capital planning is critical to water, sewer, transportation, sanitation, and other essential public 
services.”4  
 
The need for a CIP is justified not only by the irregular nature of capital expenditures but also by 
the time required to plan and implement capital projects. Many steps are involved in the 
planning, evaluation, and eventual implementation of a capital project. Planning, evaluation, or 
implementation that is rushed in order to adhere to the annual budget timeline or skewed in order 
to meet the available operating funding can result in projects that do not provide the desired 
benefit to the local government. 
 
The City of Conyers, Georgia, neatly summarizes the importance of the CIP in its FY 2016-2017 
budget: “Probably the most important benefit that such a program, if properly prepared, will 
provide any municipality is that it will require all those who are involved with capital 
expenditures to plan beyond next year's budget and project future needs. If careful thought is 
given to such projections and they are realistic, a comprehensive municipal needs list for the time 
period of the program will be developed. Especially in larger municipalities where there can be a 
certain lack of communication from one department to another or even within a single 
department, no one person can possibly have an insight into all the capital projects which will be 
needed. The Capital Improvements Program thus serves as a mechanism of coordination.”5 
 
 
STATE LAWS GOVERNING CIP 
 
Most states provide some guidelines for local governments regarding the CIP. The extent of 
guidance depends on each state code. Georgia and Washington provide an example of 
contrasting guidance. Although each state references the CIP budget, Washington has 
requirements that extend beyond those in place for local governments in Georgia. 
 
In general, most state codes require capital projects to be included in the budget ordinance that 
adopts the annual budget. As with operating costs, a balanced budget must be adopted for capital 
projects. 
 
The most common state codes governing CIPs relate to a typical funding source: bonds. State 
code is very specific about the manner in which bonds are approved, the amounts allowed, and 
the legal level of indebtedness for a local government. For example, Minnesota statute has 
specific provisions for bonds issued for capital improvements. If the bonds are issued for “capital 
improvements under an approved capital improvement plan are not subject to the election 
requirements of section 375.18 or 475.58. The bonds must be approved by vote of at least three-
fifths of the members of the county board. In the case of a metropolitan county, the bonds must 

                                                           
4 GFOA Recommended Budget Practices, accessed August 25, 2022, http://www.gfoa.org/materials/multi-year-
capital-planning . 
5 City of Conyers, Fiscal Year 2017-2018 Annual Budget, accessed August 25, 2022, 
http://www.conyersga.com/home/showdocument?id=3521.     
 

http://www.gfoa.org/materials/multi-year-capital-planning
http://www.gfoa.org/materials/multi-year-capital-planning
http://www.conyersga.com/home/showdocument?id=3521


1-4 
   

be approved by vote of at least two-thirds of the members of the county board.”6 Bonds as a 
funding source are addressed in chapter 5.  
 
Georgia Code as an Example 
 
Georgia Code includes a section on the adoption of the CIP. The code requires that “[e]ach unit 
of local government shall adopt and operate under a project-length balanced budget for each 
capital projects fund in use by the government”7 Another section of Georgia Code specifically 
addresses public works construction, particularly  §36-91-21 outlines competitive award 
requirements for entering into any public works construction contract.  Although the code 
specifies parameters for certain types of contracts, it allows the local government to determine 
the policy or approach to the CIP. 
 
Georgia Code contrasts greatly with Minnesota statute. Like Georgia Code, Minnesota Statute 
requires a defined period and a balanced budget for each project. However, Minnesota Statute 
includes conditions for the preparation of a capital improvement plan: “[T]he county board must 
consider for each project and for the overall plan: 
 

1) the condition of the county's existing infrastructure, including the projected need for 
repair or replacement; 
 

2) the likely demand for the improvement; 
 

3) the estimated cost of the improvement; 
 

4) the available public resources; 
 

5) the level of overlapping debt in the county; 
 

6) the relative benefits and costs of alternative uses of the funds; 
 

7) operating costs of the proposed improvements; 
 

8) alternatives for providing services more efficiently through shared facilities with other 
counties or local government units.”8 

 
Minnesota statute requires local governments to consider many aspects of a project and therefore 
may serve as a guideline for local governments that are considering a CIP. Minnesota statute can 
be used as a starting point for any local government that lacks a state code, providing guidance 
on the CIP process from cost to impact on annual operations to the possibility of shared services. 
 
 
 
                                                           
6 2017 Minnesota Statutes, accessed August 25, 2022, https://www.revisor.mn.gov/statutes, §373.40, Subd. 2. 
7 Official Code of Georgia Annotated, §36-81-3(b)(2), October 7, 2020. 
8 2017 Minnesota Statutes, accessed August 25, 2022, https://www.revisor.mn.gov/statutes, §373.40, Subd. 3. 

https://www.revisor.mn.gov/statutes
https://www.revisor.mn.gov/statutes
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Washington Code as an Example 
 
Most states have laws for CIPs that are adopted by a local government. Washington is unique, 
however, in that a state act requires each local government to have a six-year capital plan. The 
State of Washington Growth Management Act recognizes the need for plans to anticipate growth 
in demand for local government services. Local governments are therefore required to consider 
future growth and how to manage the growth. The act requires each local government to prepare 
a capital plan. 
 
The City of Everett, Washington, is one example of a local government responding to the 
requirements of the act. The city uses the plan as a framework for determining which projects to 
fund annually. The city’s annual budget document states that:  
 

“The purpose of a [Capital Facilities Plan (CFP)] is to identify and coordinate those capital 
improvements deemed necessary to accommodate orderly growth, set policy direction for 
capital improvements, and ensure that needed capital facilities are provided in a timely 
manner. The [Growth Management Act] requires that the CFP contain the following 
elements: 
 

1) An inventory of existing public-owned capital facilities showing locations and 
capacities; 
 

2) A forecast of the future needs for such capital facilities; 
 

3) The proposed locations and capacities of expanded or new capital facilities; 
 

4) A minimum six-year plan that will finance such capital facilities within projected 
funding capacities and clearly identify sources of public money for such purposes; 
and 

 
5) A requirement to reassess the land use element if projected funding falls short of 

meeting existing needs.”9 
 

Much like Minnesota statute, the Washington Growth Management Act requires consideration of 
the need for the project and the impact of the project on local funds. The act takes the planning 
process one step further by requiring the integration of the CIP with the local government land-
use plan. The final element requires the local government to consider the land use related to 
proposed CIP projects and how the completion (or failed completion) of projects might affect 
development of the area. 
 

 

                                                           
92017 Adopted Budget, City of Everett, Washington, accessed August 25, 2022,  
https://everettwa.gov/DocumentCenter/View/9344.  
 

https://everettwa.gov/DocumentCenter/View/9344
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LOCAL LAWS GOVERNING CIP 

As is clear from the previous examples, state laws regarding CIPs vary greatly. The same is true 
for local law governing CIPs. Some local laws require simply that the CIP be considered separate 
from the operating budget. Other local laws may have specific requirements regarding a 
committee review process or a specific funding process. Regardless of the nature of the law, the 
local government needs to abide by any existing laws, both state and local. 
 
In Georgia, it is typical for the local code to either be silent on the matter of CIP or include a 
brief statement of the requirement for the CIP. The code for DeKalb County, Georgia, includes a 
reference to capital: “The chief executive shall submit to the board not later than December 15 of 
each year a proposed budget governing the expenditures of all county funds, including capital 
outlay and public works projects for the following calendar year.”10 The code requires that a 
budget for capital outlay be developed annually. 
 
Following are some examples of local laws governing the CIP process that may be used by any 
local government considering an expansion of its CIP requirement. They also may serve as 
models in cases in which local laws do not provide direction regarding the CIP process. 
 

Local Law Requiring a CIP 

Falls Church, Virginia “[T]he city manager shall subsequently submit to the commission a 
proposed capital improvement program together with a report on 
the financial condition of the city, insofar as it may relate to any 
contemplated capital fund projects. It (the commission) shall submit 
its recommendations to the city council…together with estimates of 
cost of such projects and the means of financing them, to be 
undertaken in the ensuing fiscal year and in the next four (4) years.  
The adoption of the CIP by the City Council signifies the Council’s 
identification of a set of priorities for capital spending over a five-
year period.”11 

Local Law Requiring a Funding Process 

Urbana, Illinois “All monies received by the city from sale of city-owned vehicles 
and equipment shall be placed in the equipment and vehicle 
replacement fund. Additionally, the city council, from time to time, 
may direct other monies to be placed in the equipment and vehicle 
replacement fund.”12 
 

                                                           
10 DeKalb County Code of Ordinances, accessed August 25, 2022, 
https://library.municode.com/ga/dekalb_county/codes/code_of_ordinances?nodeId=ORAC_S17BUCOEX . 
11City of Falls Church Five Year Capital Improvement Program, accessed August 25, 2022, 
https://library.municode.com/va/falls_church/codes/code_of_ordinances?nodeId=PTICH_CH17PLZOSUCO_S17.0
8SAAPIMPR  
12 City of Urbana Illinois, accessed August 25, 2022, 
https://library.municode.com/il/urbana/codes/code_of_ordinances?nodeId=COOR_CH2AD_ARTVIFIPU_DIV3EQ
VEREFU_S2-147RE   

https://library.municode.com/ga/dekalb_county/codes/code_of_ordinances?nodeId=ORAC_S17BUCOEX
https://library.municode.com/va/falls_church/codes/code_of_ordinances?nodeId=PTICH_CH17PLZOSUCO_S17.08SAAPIMPR
https://library.municode.com/va/falls_church/codes/code_of_ordinances?nodeId=PTICH_CH17PLZOSUCO_S17.08SAAPIMPR
https://library.municode.com/il/urbana/codes/code_of_ordinances?nodeId=COOR_CH2AD_ARTVIFIPU_DIV3EQVEREFU_S2-147RE
https://library.municode.com/il/urbana/codes/code_of_ordinances?nodeId=COOR_CH2AD_ARTVIFIPU_DIV3EQVEREFU_S2-147RE
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Local Law Requiring Committee Review 

St. Paul, Minnesota “There is hereby established an advisory capital improvements 
committee consisting of eighteen (18) members. . . . This 
committee shall be designated the "Long-Range Capital 
Improvement Budget Committee of Saint Paul.” . . . The members 
of the CIB committee shall be appointed by the mayor with the 
consent of the city council for terms of three (3) years and until 
their successors are appointed.”13 

 
 
TYPES OF CAPITAL 
 
Because the CIP is a long-term plan for capital expenditures, it can encompass many items, 
particularly those that are of significant cost to the local government. The concepts of dollar 
threshold and useful life may help determine whether an item is included in a CIP. “Dollar 
threshold” is the minimum cost of an item. “Useful life” is the expected number of years the 
improvement will provide. The City of Conyers, Georgia, uses both factors to determine whether 
an expenditure is included in the CIP: “In general, capital items should have a useful life of at 
least five years and an acquisition cost of $5,000 or more.”14 
 
Guidelines for expenditures included in a CIP vary according to size of government. Larger 
governments tend to set higher dollar thresholds; smaller governments, smaller thresholds. 
Regardless of size of government or corresponding thresholds, most projects pertain to the 
following: 
 

• Land 
 

• Buildings 
 

• Improvements to land that exceed a defined dollar amount 
 

• Improvements to buildings that exceed a defined dollar amount 
 

• Equipment or vehicles that exceed a defined dollar amount and/or useful life 
 

Some local governments make a distinction between replacement capital and improvement 
capital. Replacement capital includes items that require constant upgrade such as technology and 
public safety vehicles. For example, Cobb County, Georgia, includes continual upgrade of 
computer hardware in the CIP. Although the average replacement cost of an individual 
workstation does not exceed the $25,000 minimum cost for inclusion in the CIP, the collective 
                                                           
13 St. Paul Minnesota Code of Ordinance, accessed August 25, 2022, 
https://library.municode.com/mn/st._paul/codes/code_of_ordinances?nodeId=PTIIIADCO_TITIVPOPR_CH57CAI
MBUCO_S57.06CICOFUDU . 
14 City of Conyers, Fiscal Year 2016-2017 Annual Budget, accessed August 25, 2022,  
http://www.conyersga.com/home/showdocument?id=2299  

https://library.municode.com/mn/st._paul/codes/code_of_ordinances?nodeId=PTIIIADCO_TITIVPOPR_CH57CAIMBUCO_S57.06CICOFUDU
https://library.municode.com/mn/st._paul/codes/code_of_ordinances?nodeId=PTIIIADCO_TITIVPOPR_CH57CAIMBUCO_S57.06CICOFUDU
http://www.conyersga.com/home/showdocument?id=2299
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purchase of replacement technology exceeds the threshold. Improvement capital includes items 
that are one-time investments such as purchase of land or construction of a new facility.  
 
Capital Assets 
 
Another important distinction concerns types of capital: capital assets versus capital projects. 
Capital assets are the things that have to be maintained that already were major investments for 
the local government. These assets have a useful life spanning several years. GFOA provides the 
following definition: “Capital assets include major government facilities, infrastructure, 
equipment and networks that enable the delivery of public sector services. The performance and 
continued use of these capital assets [are] essential to the health, safety, economic development 
and quality of life of those receiving services.”15 
 
Capital assets are the land, buildings, equipment, and infrastructure included in the local 
government’s inventory. Capital assets need to be maintained in order for the government to 
successfully deliver services. Budgetary constraints often cause delays in the maintenance that is 
essential to efficient service delivery. 
 
A CIP should begin with an inventory of assets. The inventory should include all land, structures, 
equipment, and infrastructure. Each component of the asset needs to be considered. For example, 
the inventory for an administration building should include all the parts of the building that have 
an extended life span and are a major investment such as HVAC, elevator, roof, communications 
network, and supporting technologies. 
 
Capital Projects 
 
Capital assets are developed and added to the local government inventory by means of capital 
projects. Capital projects include the investments planned by the local government to address 
future service delivery needs. Examples of capital projects include construction of a new road, 
acquisition of parkland, and construction of a new police precinct. 
 
The development of a capital project includes several steps: (1) engineering and design, (2) 
purchase of land required for the project, (3) site preparation, (4) construction, and (5) 
acquisition of equipment required for operation of the new facility. Because of the many steps 
involved in capital projects, they do not happen quickly. Capital projects typically take three to 
five years from planning to final construction. 
 

                                                           
15 GFOA Best Practices, Capital Asset Management, accessed August 25, 2022, 
https://www.gfoa.org/materials/capital-asset-management.  

https://www.gfoa.org/materials/capital-asset-management
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CHAPTER 1 SUMMARY 
 

1. The CIP is a long-term plan for capital expenditures. 
 

2. The operating budget includes expenditures for the daily operations of the local 
government, whereas the CIP includes major expenditures for items such as land, 
buildings, and other infrastructure. 

 
3. The major expenditures included in the capital budget typically exceed the funding 

available in the operating budget. 
 

4. Georgia law requires that each unit of local government adopt a project-length balanced 
budget for each capital projects fund. 

 
5. State and local laws governing CIP vary greatly. The elements found in other state and 

local codes can be incorporated into a local government definition for CIP where 
guidelines are lacking.  

 
6. The concepts of minimum cost and useful life are typically used to determine whether an 

expenditure should be included in the CIP. 
 

7. Capital assets are the things that the local government has to maintain that already were 
major investments for the local government. 

 
8. Capital assets are developed and added to the local government inventory by means of 

capital projects. 
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CHAPTER 1 EXERCISES 
 
The following example uses a generic local code. Develop an accurate definition of CIP for this 
local government based on the State and Local Code provided below. (Exercise continues on 
following page.) 
 
State Code: 
 

• Each unit of local government shall adopt and operate under a project-length balanced 
budget for each capital projects fund in use by the government. The project-length 
balanced budget shall be adopted by ordinance or resolution in the year in which the 
project initially begins and shall be administered in accordance with this article. The 
project-length balanced budget shall appropriate total expenditures for the duration of the 
capital project. 

• Public works construction includes the building, altering, repairing, improving, or 
demolishing of any public structure or building or other public improvements of any kind 
to any public real property that exceeds a cost of $100,000. Such term does not include 
the routine operation, repair, or maintenance of existing structures, buildings, or real 
property. 
 

Local Code: 
 

• An annual capital improvement budget is required, which shall be separate and distinct 
from the operating budgets. The annual capital improvement budget shall be part of a 
multiyear plan or program with the purpose of financing acquisition, construction, 
improvement, physical development, and redevelopment of public land and facilities. 

• The annual capital improvement budget shall include appropriations for all projects to be 
funded during the budget year that have an estimated useful life in excess of three (3) 
years, other than the acquisition of office or mechanical equipment, vehicles or mobile 
equipment, and minor remodeling or repairs of existing structures. 

• A five-year program that identifies the future costs associated with multiyear capital 
projects and any additional capital projects that are scheduled for implementation during 
the time of the program shall accompany each annual capital improvement budget. 
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Local Government CIP Definition: 
 
______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________ 

 
 
Circle the correct answer. 
 
 

1. CIP stands for 
 
A. Capital Improvement Process 
B. Capital Improvement Program 
C. Capital Investment Program 
D. City/County Improvement Plan 

 
2. The basic definition of a CIP is: 

 
A. A plan for the impact of capital expenditures on the operating budget 
B. A comprehensive land-use plan 
C. A long-term plan for capital expenditures 
D. A local plan for consolidating services with neighboring entities 

 
3. The CIP differs from the operating budget in that 

 
A. The CIP expenditures span several years  
B. The CIP budget is difficult to fund 
C. The CIP has a unique revenue source 
D. The CIP includes recurring expenditures  
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4. Local governments need to implement a CIP process in order to 
 
A. Better identify operating costs that can be reduced in order to support capital projects 
B. Provide a system for determining the benefits of investing in infrastructure 
C. Provide a framework for prioritizing projects and identifying funding needs and 

sources 
D. Determine if capital projects are necessary in order to sustain new growth 

 
5. State law governing CIP 

 
A. Varies by state  
B. Determines whether items with a useful life of more than three years should be    

included in the CIP 
C. Requires that expenditures exceeding $35,000 be included in the CIP 
D. Indicates that the CIP must be adopted by September 30 annually 

 
6. Local law governing CIP 

 
A. Requires capital projects to be funded by bonds 
B. Includes a requirement for a CIP review committee 
C. Does not exist for every local government  
D. States that the CIP must span six years 

 
7. Capital expenditures include items that are 

 
A. In excess of $10,000 
B. Providing services for more than half the population 
C. Related to construction 
D. A significant cost to the local government  

 
8. Most local governments determine whether an improvement should be included in the 

CIP based on 
 
A. Useful life and dollar threshold  
B. Funding source 
C. Department associated with the capital improvement 
D. State code 

 
9. The types of expenditures in a CIP include the following except 

 
A. Purchase of land 
B. Street paving repair  
C. Construction of a new court house 
D. HVAC replacement 
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10. Capital assets are 
 
A. The improvements planned for the upcoming fiscal year 
B. Items that have a value in excess of $100,000 
C. The major government facilities and infrastructure that deliver services to the public  
D. Limited to the land and buildings of the local government 

 
11. A capital project  

 
A. Requires public input 
B. Is the only type of capital included in the CIP 
C. Is the means by which a vendor is selected for a planned improvement 
D. Is the means by which a capital asset is developed  
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CHAPTER 2 
CIP AND THE LOCAL  

GOVERNMENT BUDGET SYSTEM 
 
 
The Capital Improvement Program (CIP) acts in conjunction with the local government 
operating budget. Although the CIP is generally a separate document, the CIP process cannot 
happen separately from the operating budget process. The same policies that shape the operating 
budget must be considered in the development of the CIP. 
 
 
LEARNING OBJECTIVES 
 
Upon completion of this chapter, the participant should be able to: 
 

• Explain how the CIP relates to the operating budget 
 

• Recall the two most important references in the development of the CIP as well as 
associated components 

 
 
RELATIONSHIP TO THE OPERATING BUDGET 
 
Every local government has an operating budget that is adopted annually. The operating budget 
is made up of the revenue and expenditures of the local government for the fiscal year. The 
operating budget includes all the day-to-day expenditures that will be incurred in order to deliver 
services to the public. It also includes all revenue that will be collected in order to support the 
services delivered by the local government. 
 
By contrast, the CIP is a plan for major expenditures, including land, buildings, and other 
infrastructure such as roads and water lines. The plan is different from the operating budget in 
that it is not necessarily adopted or voted on by the governing authority; it is a plan for 
identifying future spending needs. Included in the CIP are all the major expenditures that are 
required in order for the local government to continue to meet the needs of the public. The CIP 
forecasts the need for major expenditures over a five- to six-year horizon and is revisited 
annually so that future needs can be considered. 
 
The following illustration summarizes the differences between the operating budget and the CIP. 
 

Operating Budget CIP 
Annual budget Five- to six-year plan 

Adopted annually Adjusted annually for changing needs 
Daily operations of the local 

Government 
Major expenditures of the local government 
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The CIP is the process by which all major expenditure needs are identified, not necessarily 
funded. After all necessary expenditures have been identified, the governing authority faces the 
difficult decision of selecting which will be included in the annual capital budget. As with the 
operating budget, not all requests or needs can be funded. Inevitably, some items are deferred 
until funding is available.  
 
The annual capital budget should be developed from the CIP, which in itself is not a budget. A 
properly executed CIP process should include consideration of the strategic plan and other 
policies, input from different organizations within the local government, public comment, and 
rigorous evaluation. In addition to guiding the development of the annual capital budget, the CIP 
should be used to determine the impact of major expenditures on the operating budget.  
 
 
COMPONENTS IN THE DEVELOPMENT OF THE CIP 
 
Strategic Plan and Budget Policy 
 
The two most important references to be considered in the CIP process are the local 
government’s strategic plan and budget policy. These components provide a focus to guide the 
development of the CIP.  
 
The strategic plan should provide direction to the CIP process by defining the core values of the 
local government. Since the strategic plan is developed by the highest levels of management, it 
should capture the desired direction of the governing authority. Ideally, the strategic plan 
includes a clear picture of the priorities of the local government. 
 
Like the CIP, the strategic plan is generally a long-term plan. The strategic plan does not specify 
expenditures, however. Rather, it defines a plan of action to achieve a desired result. The King 
County, Washington, strategic plan includes guiding principles of “financially sustainable, 
regionally collaborative, quality local government and equitable and fair.”1  
 
King County designated justice and safety as primary responsibilities of the government. 
Accordingly, a plan of action to “provide for a safe and just community through proactive law 
enforecment and an accessible and fair justice system, while implementing alternatives to divert 
people from the criminal justice system”.2 The following excerpt from the King County plan 
articulates the actions or strategies required to meet a stated goal. 
 
 
 
 
 
 

                                                           
1 King County Strategic Plan, accessed August 25, 2022,  
https://www.kingcounty.gov/~/media/depts/executive/performance-strategy-
budget/documents/2017StratPlan/2017KCStrategicPlan_v7.ashx?la=en  
2 Ibid. 

https://www.kingcounty.gov/%7E/media/depts/executive/performance-strategy-budget/documents/2017StratPlan/2017KCStrategicPlan_v7.ashx?la=en
https://www.kingcounty.gov/%7E/media/depts/executive/performance-strategy-budget/documents/2017StratPlan/2017KCStrategicPlan_v7.ashx?la=en
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Exhibit 2-1: King County Safety and Justice 
 

  
 

 
 
By considering these strategies in its CIP process, King County can identify major expenditures 
that help the local government achieve the goals of safety and justice. When developing the CIP 
in conjunction with an existing plan such as the strategic plan, the process becomes more 
credible and the CIP serves as a useful planning tool.  
 
In addition to the strategic plan, the budget policy of the local government should be referenced 
in the development of the CIP. The strategic plan is the primary focus of the local government, 
and the budget policy aids in the fulfillment of that plan. The budget policy should not contradict 
the goals of the strategic plan.  
 
King County’s 2017-2018 budget policy included the following: 
 

• Invest for the Long-Term 
 

• Continue to Strengthen Financial Management 
 

• Improve County Operations 
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• Focus on Employee Engagement3 
 

The budget policies work to promote the county’s strategic plan. By combining a focus on long-
term sustainability with the strategy of maintaining safe and secure infrastructure, the types of 
major expenditures that might be considered for the CIP begin to emerge. The strategic plan and 
the budget policy together provide a framework for the development of the CIP.  
 
CIP Policy 
 
In addition to the strategic plan and budget policy, the local government requires a CIP policy. 
Much like the budget policy, the CIP policy provides a statement of direction from the highest 
levels of management. At a minimum, the CIP policy should include 
 

• Definition of the time horizon (for example, a five-year plan) 
 

• Definition of major expenditure (for example, minimum cost of $25,000) 
 

• Definition of useful life (for example, a useful life of 10 years or longer) 
 

• Direction regarding spending priorities 
 

• Details of the evaluation process 
 

The City of Suwanee, Georgia, incorporated all of these elements into the following Capital 
Improvement Policy: 
 

“A CIP covering a five-year period, is developed, reviewed and updated annually. 
To be considered in the CIP, a project should have an estimated cost of at least 
$10,000 in one of the fiscal years of the project. Projects may not be combined to 
meet the minimum standard unless they are dependent upon each other. Items that 
are operating expenses, such as maintenance agreements and personal computer 
software upgrades, are not considered within the CIP.”4 

 
The City of Suwanee policy also includes details regarding the evaluation process: 
 

“The City identifies the estimated costs and potential funding sources for each 
capital project prior to inclusion in the CIP. The operating costs to maintain 
capital projects shall be considered prior to the decision to undertake the projects.  
Capital projects and capital asset purchases will receive a higher priority if they 
meet a majority of the following criteria: 

 
                                                           
3 King County, Washington Executive’s Approach to the 2017-2018 Budget, accessed August 25, 2022,  
http://www.kingcounty.gov/~/media/depts/executive/performance-strategy-budget/budget/2017-2018/17-
18BudgetBook/17-18_BudgetExecSummary_FINAL.ashx?la=en  
4 City of Suwanee, Georgia FY 2018 Annual Budget, accessed August 25, 2022, 
http://budget.suwanee.com/#!/year/default.  

http://www.kingcounty.gov/%7E/media/depts/executive/performance-strategy-budget/budget/2017-2018/17-18BudgetBook/17-18_BudgetExecSummary_FINAL.ashx?la=en
http://www.kingcounty.gov/%7E/media/depts/executive/performance-strategy-budget/budget/2017-2018/17-18BudgetBook/17-18_BudgetExecSummary_FINAL.ashx?la=en
http://budget.suwanee.com/#!/year/default
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• It is a mandatory project. 
• It is a maintenance project based on approved replacement schedules. 
• It will improve efficiency. 
• It will provide a new service. 
• It is mandated by policy. 
• It has a broad extent of usage. 
• It lengthens the expected useful life of a current asset. 
• It has a positive effect on operating and maintenance costs. 
• There are grant funds available. 
• It will eliminate hazards and improve public safety. 
• There are prior commitments. 
• It replaces an asset lost to disaster or damage.”5 

 
Fairfax County, Virginia, has an even more comprehensive policy approach—one that fully 
considers the purpose of the CIP, the impact of the CIP, and the alignment of the CIP to existing 
plans and strategies. The county’s CIP includes 10 “Principles of Sound Capital Improvement 
Planning,” which include a basis for the CIP and fully explain its goals and purpose.6 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
5 City of Suwanee, Georgia FY 2018 Annual Budget, accessed August 25, 2022, 
http://budget.suwanee.com/#!/year/default.  
6 Fairfax County, Virginia 2019 – 2023 Capital Improvement Program, accessed August 25, 2022, 
https://www.fairfaxcounty.gov/budget/sites/budget/files/assets/documents/fy2019/advertised/cip/cip.pdf. 

http://budget.suwanee.com/#!/year/default
https://www.fairfaxcounty.gov/budget/sites/budget/files/assets/documents/fy2019/advertised/cip/cip.pdf
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Exhibit 2-2: Fairfax Principles of Sound Capital Improvement Planning 

 
 
CIP Financial Policy 
 
Although the CIP policy provides a guideline for the CIP process, it does not elaborate on the 
financial aspects of the CIP. The financial policy includes details about how the major 
expenditures proposed in the CIP will be financed. In addition, the CIP financial policy should 
mention any limitations or restrictions for CIP funding according to state and local code. 
 
The CIP financial policy should consider the following: 
 

• State code 
 
• Local code 

 
• Sources of available revenue 
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• Restrictions on sources of revenue 

 
• Debt limitations 

 
Developing various budget policies can seem like an overwhelming task. However, many aspects 
of the CIP financial policy may already have been considered in the development of other 
policies. For example, Fayette County, Georgia, addresses CIP financial policy through a 
combination of state code and county policy regarding revenue and debt limitations. Although a 
formal CIP financial policy is not included in the county’s budget document, the elements for 
developing a CIP financial policy can be discerned. 
  
The following are examples of existing policies that could contribute to the development of a 
CIP financial policy in Fayette County: 

 
7 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
7 Fayette County Operating and Capital Budget, Fiscal Year Ended June 30, 2018, August 25, 2022, 
http://www.fayettecountyga.gov/finance/budget2018/2018-Budget-FINAL.pdf  

http://www.fayettecountyga.gov/finance/budget2018/2018-Budget-FINAL.pdf
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Capital Replacement Schedule 
 
One easily overlooked component of the CIP is the capital replacement schedule, which is 
essential to maintaining existing infrastructure so that it continues to provide the intended 
service. In order to bring particular attention to the need for regular replacement or upgrading of 
infrastructure, a capital replacement schedule should be developed by the local government. The 
capital replacement schedule can serve as the catalyst for a needs assessment, which is essential 
to the CIP process. 
 
The vehicle replacement schedule is the most common type of replacement schedule.   Other 
local governments have expanded the replacement schedule to include technology and facility 
improvements such as HVAC, roofing, or other major replacements. Cobb County, Georgia, is 
one local government that has expanded the replacement schedule to include technology 
upgrades and replacements. The county defines the capital replacement schedule as follows: 
 

“The Capital Replacement Schedule (CRS): A planning tool to coordinate the 
capital replacement needs of the County over the next twenty years with the 
financing method. The CRS criteria is $25,000 or more per unit, or in 
aggregate.”8 
 

  

                                                           
8 Cobb County 2017–2018 Biennial Budget Book, accessed August 25, 2022, https://s3.us-west-
2.amazonaws.com/cobbcounty.org.if-us-west-2/prod/2018-06/17-18-biennial-budget.pdf  

https://s3.us-west-2.amazonaws.com/cobbcounty.org.if-us-west-2/prod/2018-06/17-18-biennial-budget.pdf
https://s3.us-west-2.amazonaws.com/cobbcounty.org.if-us-west-2/prod/2018-06/17-18-biennial-budget.pdf
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CHAPTER 2 SUMMARY 
 

1. The operating budget includes all the day-to-day expenditures that will be incurred in 
order to deliver public services. By contrast, the CIP includes all major expenditures that 
are required in order for the local government to continue to meet the needs of the public 
over a five- to six-year period. 

 
2. The local governing authority annually adopts the operating budget. The CIP is adjusted 

annually for changing needs but may not necessarily be adopted by the local governing 
authority. 

 
3. The two most important references for the development of the CIP are the strategic plan 

and budget policy. 
 

4. The strategic plan of the local government should provide direction concerning the CIP 
process by defining the core values of the local government. 

 
5. The budget policy should articulate annual goals for the CIP that aid in the fulfillment of 

the strategic plan. 
 

6. The CIP policy provides a statement of direction from the highest levels of management, 
with definitions for time horizon, useful life, major expenditure, spending priorities, and 
evaluation process.  

 
7. The CIP financial policy includes details about how the major expenditures proposed in 

the CIP will be financed. 
 

8. A capital replacement schedule acknowledges the need to maintain existing infrastructure 
so that it continues to provide the intended service. 
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CHAPTER 2 EXERCISES 
 

The following flowchart includes the steps in the policy development process. Use it to identify 
which items your local government requires in order to enhance existing policies or develop new 
policies. 
 

  
Step One:  

Does your local government 
have a strategic plan? 

Refer to local governments that 
have an active strategic 
planning process in place: 
• Mesa County, Colorado 
• Bloomington, Indiana 
• King County, Washington 

 

NO 

YES 

Step Two:  

Does your local government 
have a budget policy? 

YES 

NO 

The budget policy should 
include 
• Summary of initiatives 

identified in the strategic 
plan 

• Any requirements for service 
delivery analysis 

• Personnel considerations 
• Public involvement in the 

process 
• Impact of capital projects 
 

     
   

   
   

  
 

  
 

    
  

  
   

 
    

   
 

     
   
  

   
  
 

  

YES 

NO 
Step Three:  

Does your local government 
have a CIP policy? 

NO 
Final Step:  

Does your local government 
have a CIP financial policy? 

CIP policy should include 
• Definition of time horizon 
• Definition of useful life 
• Definition of major 

expenditure 
• Direction regarding 

spending priorities 
• Details of evaluation 

process 
 

CIP financial policy should 
consider 
• State and local code 
• Available revenue 
• Restrictions on revenue 
• Debt limitations 
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Circle the correct answer. 
 

1. The operating budget is adopted annually, and the CIP is 
 
A. Adopted annually 
B. Adjusted annually 
C. Adopted biennially 
D. Adjusted according to the availability of funding 

 
2. The CIP is a plan for 

 
A. Major expenditures 
B. Day-to-day operations of the local government 
C. Spending bond proceeds 
D. Policy development 

 
3. The annual capital budget should be developed from 

 
A. The operating budget 
B. The strategic plan 
C. The budget policy 
D. The CIP 

 
4. The two most important references for the development of the CIP are  

 
A. The operating budget and the financial policy 
B. The strategic plan and the budget policy 
C. The budget policy and the CIP policy 
D. The CIP policy and the CIP financial policy 

 
5. The strategic plan of the local government provides clear direction to the CIP process by 

 
A. Defining the CIP policy and the CIP financial policy 
B. Identifying spending priorities for the current fiscal year 
C. Defining the core values of the local government 
D. Involving the public in the decision-making process 

 
6. In the development of the CIP, the budget policy should 

 
A. Work to fulfill the strategic plan 
B. Not rely on the strategic plan 
C. Define the core values of the local government 
D. Stress the importance of CIP financial policy 
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7. The CIP policy should include all of the following except 
 
A. Definition of time horizon 
B. Definition of major expenditure 
C. Definition of useful life 
D. Debt limitations 

 
8. The CIP financial policy should consider 

 
A. Definition of time horizon, major expenditure, and useful life 
B. The financial stability of the local government 
C. State and local code 
D. Public support for capital improvements 

 
9. A Capital Replacement Schedule helps to identify 

 
A. New projects that will expand local government services 
B. Assets that require improvement in order for the government to continue to provide 

the intended service 
C. Resources for capital improvements 
D. Assets that should be replaced with the implementation of new capital projects 

 
10. The operating budget and the CIP are shaped by 

 
A. Two different processes considering two different sets of policies 
B. Revenue projections  
C. Consideration of the impact of capital improvements on the operating budget 
D. The same policies 



3-1 
 

CHAPTER 3 
THE CIP PROCESS 

 
 
There are many aspects to the Capital Improvement Program (CIP) process, including 
determining the guidelines for CIP consideration, referencing existing plans, and assessing 
current needs. Each year, the CIP must be reviewed in the context of the local government’s 
needs. A standard procedure is required that includes clear deadlines and tasks for execution of 
the CIP process. 
 
 
LEARNING OBJECTIVES 
 
Upon completion of this chapter, the participant should be able to: 
 

• Describe the elements of a successful CIP process 
 

• Recognize vision statements for future services delivery 
 

• Explain the significance of the comprehensive plan to the CIP 
 

• Recall the purpose of a capital needs assessment 
 
 
ELEMENTS OF THE CIP PROCESS 
 
The CIP process is the set of procedures used by the local government to develop the CIP. 
Before embarking on the process, the local government should do the following: 
 

• Identify the individual responsible for coordinating the process (for example, the 
Budget Director, Chief Financial Officer, or City-County Manager).  

• Develop a calendar for the process. The calendar should (1) consider any state or local 
code requirements for budget adoption, (2) correspond to the operating budget calendar 
for budget adoption purposes, and (3) provide specific deadlines as illustrated in the 
example from the City of Conyers, Georgia in Exhibit 3-1.1  
Determine the participants in the process. Department managers may be required to 
provide a list of future capital needs. The public may be involved to provide input. 

• Develop CIP forms. Each identified capital need should be documented with 
description, justification, and cost estimates as illustrated in the Exhibit 3-2 from Door 
County, Wisconsin.2  

                                                           
1  City of Conyers, Fiscal Year 2016-2017 Annual Budget, accessed August 25, 2022, 
http://www.conyersga.com/home/showdocument?id=2377. 
2  Door County, Wisconsin 2019-2023 CIP, accessed August 25, 2022, 
https://www.co.door.wi.gov/DocumentCenter/View/319/2019-2023_adopted_CIP.   

http://www.conyersga.com/home/showdocument?id=2377
https://www.co.door.wi.gov/DocumentCenter/View/319/2019-2023_adopted_CIP
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Exhibit 3-1: Conyers Budget Calendar 
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Exhibit 3-2: Door County CIP Form 
 

  

 
 

After making the necessary preparations for a successful CIP process, the local government is 
ready to consider future capital needs. The basic requirements for the CIP process include the 
following: 
 

• Consideration of existing planning documents 
 
• Assessment of capital needs 

  
• Prioritization of capital needs 

 
This chapter focuses on the consideration of existing planning documents and the assessment of 
capital needs. It is important to consider existing planning documents and execute the capital 
needs assessment before developing a prioritization schedule for capital needs. The planning 
documents should provide an indication of the priorities of the local government. 
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PLANNING VISION 
 
Many local governments invest time and money developing a variety of plans. The plans can 
include a whole range of local government services such as recreation, transportation, libraries, 
and water. The plans often include a vision for future service delivery that requires capital 
investment. Before any local government begins the CIP process, all planning documents should 
be reviewed to determine future service delivery requirements. 
 
Some examples of planning vision statements that have been developed by local governments 
across Georgia include the following: 
 
City of Gainesville 
“The Master Plan utilizes national benchmarks and professional expertise to evaluate research 
data and citizen and staff input to provide a comprehensive analysis of the recreational 
resources and needs of the City of Gainesville community through 2030.”3 
 
Paulding County 
The [Paulding Comprehensive Transportation Plan] program was initiated in 2005 to 
encourage joint planning between counties and their municipalities and ensure a comprehensive 
approach to improving transportation throughout the entire county. This plan represents a joint 
effort between Paulding County and the municipalities of Dallas, Hiram, and Braswell..”4 
 
Gwinnett County 
Local governments should be aware of planning documents in order to facilitate the CIP process 
and make certain that the CIP does not conflict with any planning documents. Gwinnett County, 
Georgia, indicated its awareness of these matters in its 2017 Budget Document, which states that 
“All projects submitted for consideration of inclusion within the CIP, with minor and occasional 
exceptions, should be based on investments called for by master plans that have been formally 
reviewed and adopted by the Board of Commissioners.”5 
 
COMPREHENSIVE PLAN 
 
In Georgia, local governments need to be aware of the comprehensive plan and the impact it may 
have on the CIP process. Georgia laws6, managed by the Georgia Department of Community 
Affairs, require each county or municipality to prepare a 20-year comprehensive plan according 
to the planning requirements set up by the department: “In order to maintain qualified local 
government certification, and thereby remain eligible for several state funding and permitting 
                                                           
3 City of Gainesville Parks and Recreation, accessed , 
https://www.gainesville.org/DocumentCenter/View/1482/GPRA-MP-Report-Final_Plan-Only     
4 Paulding County Comprehensive Transportation Plan, accessed August 25, 2022, 
http://www.paulding.gov/DocumentCenter/View/4981  
5 Gwinnett County 2017 Budget Document, accessed August 25, 2022, 
https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.p
df#page=23&zoom=page-fit,-343,79 . 
6 Official Code of Georgia Annotated, §36-70, accessed August 25, 2022. 
 

https://www.gainesville.org/DocumentCenter/View/1482/GPRA-MP-Report-Final_Plan-Only
http://www.paulding.gov/DocumentCenter/View/4981
https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.pdf#page=23&zoom=page-fit,-343,79
https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.pdf#page=23&zoom=page-fit,-343,79
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programs, each local government must prepare, adopt, maintain, and implement a comprehensive 
plan that meets these planning requirements.”7 
 
The comprehensive plan is made up of different elements.  One of those elements is that of 
Community Goals.  This element will most affect the CIP.  According to the Georgia 
Department of Community Affairs, “[t]he purpose of the Community Goals is to lay out a road 
map for the community’s future, developed through a very public process of involving 
community leaders and stakeholders in making key decisions about the future of the 
community.”8 Because of their common purpose, the comprehensive plan and the local 
government strategic plan should be closely aligned. Conflicting plans that purport to chart a 
course for the future of the local government are problematic. 
 
The comprehensive plan is focused primarily on the future development patterns of counties and 
municipalities. Local governments must therefore identify in their plans implementation 
measures to achieve the desired development patterns for the area, including that of public 
investments and infrastructure improvements.  The Whitfield County Comprehensive Plan 
includes several investment or improvement implementation measures: 
 

Pursue greenspace preservation/acquisition opportunities and development of connected 
greenways 

• Pass a Broadband Ordinance covering the process of providing broadband access to the 
citizens of Varnell 

 
• Bridges and culvert installation9 

 
These implementation measures have obvious impact on the CIP. Without thorough 
consideration of all existing plans, including the comprehensive plan, the CIP process fails to 
fulfill its purpose of identifying long-term service needs. 
 
 
 
 
 
 
 
 

                                                           
7 Rules of Georgia Department of Community Affairs, Minimum Standards and Procedures for Local 
Comprehensive Planning, Chapter 110-12-1-.02, accessed August 25, 2022, 
http://apps.dca.ga.gov/development/PlanningQualityGrowth/DOCUMENTS/Laws.Rules.Guidelines.Etc/DCARules.
LPRs.pdf  
8 Rules of Georgia Department of Community Affairs, Minimum Standards and Procedures for Local 
Comprehensive Planning, Chapter 110-12-1-.03, accessed August 25, 2022, 
http://apps.dca.ga.gov/development/PlanningQualityGrowth/DOCUMENTS/Laws.Rules.Guidelines.Etc/DCARules.
LPRs.pdf  
9 Whitfield County Comprehensive Plan2018-2022, accessed August 25, 2022, 
https://www.whitfieldcountyga.com/CompPlan/WhitfieldPlanDraft2018FINALDRAFT.pdf  
 

http://apps.dca.ga.gov/development/PlanningQualityGrowth/DOCUMENTS/Laws.Rules.Guidelines.Etc/DCARules.LPRs.pdf
http://apps.dca.ga.gov/development/PlanningQualityGrowth/DOCUMENTS/Laws.Rules.Guidelines.Etc/DCARules.LPRs.pdf
http://apps.dca.ga.gov/development/PlanningQualityGrowth/DOCUMENTS/Laws.Rules.Guidelines.Etc/DCARules.LPRs.pdf
http://apps.dca.ga.gov/development/PlanningQualityGrowth/DOCUMENTS/Laws.Rules.Guidelines.Etc/DCARules.LPRs.pdf
https://www.whitfieldcountyga.com/CompPlan/WhitfieldPlanDraft2018FINALDRAFT.pdf
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CAPITAL NEEDS ASSESSMENT 
 
Most local governments have a capital asset policy that provides definitions and depreciation 
guidelines. The capital asset policy from Fulton County, Georgia, provides an example:10 
 

Fulton County capital assets include property, plant, equipment, and infrastructure 
assets. Capital assets are generally defined as assets with an individual cost in 
excess of $5,000 for equipment or $100,000 for all other assets, and a useful life 
in excess of one year. Purchased or constructed capital assets are reported at cost 
or estimated historical cost. Donated capital assets are recorded at their estimated 
fair value at the date of donation. General infrastructure assets consist of the road 
network that were acquired or that received substantial improvements subsequent 
to January 1, 1980 and are reported at historical cost using various industry and 
trade cost data combined with actual information maintained at the County. 
 

The policy is explicit about the definition of a capital asset and the depreciation method used for 
assets. These prerequisites are the starting point for the capital needs assessment. The capital 
needs assessment should begin with an inventory of the local government assets as defined by 
the capital asset policy. The inventory should include, but not be limited to, the following: 
 

• Buildings 
 

• Structures 

• Bridges 
 

• Roadways 

• Waterlines 
 

• Sewer lines 

• Utilities 
 

• Land 

• Equipment 
 

• Vehicles 

Items to Consider 
 
After the inventory list is compiled or the existing inventory revised, details should be added to 
the inventory. In order for the inventory to be meaningful, essential information about each asset 
is required:  
 

• Acquisition Date—the date the asset was purchased or built by the local government 
 

• Condition—the general state of the asset 
 

• Cost—the original purchase price of the asset 
 

                                                           
10 Fulton County FY 2020 Adopted Budget, accessed August 25, 2022, https://www.fultoncountyga.gov/inside-
fulton-county/open-government/budget   

https://www.fultoncountyga.gov/inside-fulton-county/open-government/budget
https://www.fultoncountyga.gov/inside-fulton-county/open-government/budget
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• Description—a clear statement of the asset so it is easily identifiable 
 

• Location—the address where the asset is located 
 

• Service History—any repairs or maintenance required to keep the asset in service 
 

• Use—the departments or segments of the population that utilize the asset 
 

• Useful Life—the anticipated length of time that the asset can be utilized for its intended 
purpose 

 
It is important to remember the purpose of compiling the inventory. The inventory is not merely 
a list of items that require improvement or replacement. Rather, it is intended to be a complete 
list of the capital assets of the local government. After the list is built, evaluation of the assets 
can begin. The evaluation will consider available and needed capital assets to fulfill the direction 
of the strategic plan. 
 
Managing the Assessment 
 
As at any other stage of the CIP process, the designated CIP coordinator should guide efforts 
during the inventorying of capital assets. The CIP coordinator is the individual overseeing the 
CIP process.  It is important that a coordinator be identified so that the CIP process proceeds 
according to the established calendar. However, it is equally important that the CIP coordinator 
rely on the expertise of departments to provide the essential information for each capital asset. 
Often, the experiential knowledge in departments leads to the most valuable information 
regarding capital assets. 
 
With the inventory complete, the CIP process shifts to the assessment of capital assets. 
Evaluative criteria for each capital asset give the inventory meaning. The following questions 
should be asked when evaluating an asset: 
 

• What are the future community needs? 
 

• What are the future community priorities? 
 

• What is the impact of deferring improvements or maintenance? 
 

• What changes in technology are expected? 
 

• What changes in funding are anticipated? 
 

• What population changes are projected? 
 

• Are there legal or regulatory changes to consider?11 
                                                           
11 Adapted from GFOA Best Practices in Public Budgeting,  
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These questions also need to be asked in the context of the strategic plan of the local 
government. If the strategic plan shifts priorities such that a capital asset is no longer meeting a 
goal of the local government, the age or condition of the asset becomes irrelevant. Regardless of 
the need for improvement, the investment may not help meet the future goals of the local 
government. It is still important to have the inventory information so that a decision can be made 
regarding the future disposition of the capital asset. 
 
The evaluation of each asset also requires a discussion about the service provided by the capital 
asset. As demands and priorities change, so might the services provided by the local government. 
Reference to a guiding document such as a strategic plan will lead to a more effective evaluation 
of capital assets. Capital needs will begin to emerge as the assessment considers the direction of 
the strategic plan.  
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CHAPTER 3 SUMMARY 
 

1. A standard procedure is required for the CIP process that includes clear deadlines and 
tasks. 
 

2. A CIP coordinator, a CIP calendar, CIP forms, and CIP participants need to be identified 
prior to beginning the CIP process. 

 
3. The CIP process requires consideration of existing planning documents and the 

assessment and prioritization of capital needs. 
 

4. All planning documents should be reviewed to determine future service delivery 
requirements. 

 
5. The Georgia Department of Community Affairs requires each county and municipality to 

submit a comprehensive plan. 
 

6. The community agenda section of the comprehensive plan may include information about 
future investments and improvements. 

 
7. Local governments should regularly conduct an inventory and evaluation of capital 

assets. 
 

8. The evaluation of each asset should consider the future service delivery goals of the local 
government. 
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CHAPTER 3 EXERCISES 
 
 
Answer the following questions to determine your familiarity with the CIP process of your local 
government. (Exercise continues on following page.) 
 

1. Who is the CIP coordinator for your local government? 
 
 
 
 
 

2. Does your local government have a budget calendar? 
 
 
 
 
 

3. Does your CIP process receive input from department managers? 
 
 
 
 
 

4. Does your CIP process require input from the public? 
 
 
 
 
 

5. Does your local government have CIP forms? 
 
 
 
 
 

6. List all planning documents that have been developed by your local government: 
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7. Has your local government submitted a comprehensive plan to the Georgia Department 
of Community Affairs? If so, how is the document used in planning for a CIP? 

 
 
 
 
 
 
 

8. Does your local government have a capital asset policy? If so, what are the requirements? 
 
 
 
 
 
 
 

9. Does your local government conduct a capital inventory? Is so, explain requirements. 
 
 
 
 
 
 
 

10. Does your local government regularly assess the need for capital assets? If so, how is this 
procedure accomplished? 
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Circle the correct answer. 
 

11. A standard procedure for the CIP process should include 
 
A. A mission statement. 
B. A list of the types of capital being considered in the fiscal year. 
C. Clear tasks and deadlines. 
D. The method for prioritizing capital requests. 

 
12. Before starting the CIP process, a local government should 

 
A. Adopt the operating budget. 
B. Identify a CIP coordinator. 
C. Design a budget book format. 
D. Conduct a public hearing. 

 
13. The CIP budget calendar should 

 
A. Consider requirements of state and local code. 
B. Be developed by the governing authority. 
C. Include three public hearings. 
D. Limit the budget process to six months. 

 
14. The basic requirements of the CIP process are 

 
A. Write a mission statement, develop budget policy, and define goals and objectives. 
B. Consider existing planning documents, assess capital needs, and prioritize needs. 
C. Define governing authority priorities and conduct public hearings. 
D. Identify a CIP coordinator, develop a CIP calendar, and design CIP forms. 

 
15. Planning documents should be reviewed as part of the CIP process in order to 

 
A. Make certain that the plans were developed with public input. 
B. Verify the goals and objectives of the local government. 
C. Determine the amount of funding previously approved for projects. 
D. Determine future service delivery requirements. 

 
16. The Georgia Department of Community Affairs requires each county and municipality to 

prepare a 
 
A. CIP budget. 
B. Regional transportation assessment. 
C. Comprehensive plan. 
D. Strategic plan and five-year master plan. 
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17. The capital needs assessment should start with 
 
A. The CIP budget. 
B. A capital asset inventory as defined by the capital assets policy. 
C. An assessment of the amount of funding available for capital purchases. 
D. A determination of the operating impact of capital improvements. 

 
18. The capital asset inventory should include the following information about each capital 

asset 
 
A. Asset acquisition date. 
B. How the asset fulfills a department goal. 
C. The impact of deferred maintenance. 
D. Future population projections. 

 
19. To develop an accurate capital asset inventory, the CIP coordinator should 

 
A. Rely on industry standards for asset information. 
B. Conduct field visits in order to inventory assets of each department. 
C. Take advantage of the expertise of each department. 
D. Refer to standards issued in state and local code. 

 
20. The evaluation of capital assets requires consideration of 

 
A. Public tolerance for tax rate increases due to capital needs. 
B. State and local code regarding replacement of capital assets. 
C. The impact of capital improvements on the operating budget. 
D. The strategic plan. 

 
21. The purpose of a capital needs assessment is to  

 
A. Consider available and needed capital assets to fulfill direction of the strategic plan. 
B. Ensure a list is available for insurance. 
C. Meet legal requirements. 
D. Fulfill operating budget requirements. 
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CHAPTER 4 
CAPITAL IMPROVEMENT REQUESTS 

 
 
After reviewing planning documents and completing the capital needs assessment, it is time to 
consider capital improvements. Capital improvements are the new buildings, equipment, or 
infrastructure that need to be built or purchased in order for the needs of the local government to 
be met. The results of the capital needs assessment combined with input from departments, the 
public, and the decision makers’ help identify future needs. 
 
  
LEARNING OBJECTIVES 
 
Upon completion of this chapter, the participant should be able to: 
 

• List the components of a department CIP request, including the project description, 
purpose, and history; funding requirement; and operating impact 
 

• Recall the reasons for public input 
 

• Summarize the role of decision makers 
 
 
DEPARTMENT REQUESTS 
 
The activities of the CIP budget process in chapter 3 pertained to administrative responsibilities 
of the CIP coordinator and inventory preparation by the departments. As the CIP budget process 
progresses, more people are called to participate and engage in the process. 
 
After completing the capital needs assessment, departments should decide how to proceed with 
information obtained from the assessment. The assessment can result in capital assets being 
retired or replaced. In some cases, the assessment may determine that a need is not being met by 
any of the capital assets. A department may determine that a capital improvement is required. 
The following diagram illustrates some potential dispositions for capital assets. 
 
 
 
 
 
 
 
 
 
 
 

Asset is obsolete and does not 
meet intended need. Capital asset is retired. 

 

Asset has exceeded useful life 
but still meets intended need. Capital asset is replaced. 

 

Asset does not exist that 
meets intended need. Capital improvement is made. 
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Once it has been determined that there is a need for a capital improvement, the department 
should be prepared to justify its decision. Typically, requests for capital improvements require 
the following information: 
 

• Project description 
 

• Project purpose 
 

• Project history 
 

• Funding requirement 
 

• Operating impact 
 
Project Description 
 
After the required capital improvements have been identified, the department must provide a 
description of the proposed project or capital improvement. The description should clearly 
articulate what is being requested. All components of the improvement should be included:  
 

• Land or land preparation 
 
• Planning or design 

 
• Construction 

 
• Equipment 

 
The following example of a project description comes from the City of Bellevue, Washington.1 
The city’s budget provides several examples of clear definitions for proposed capital 
improvements. The description section of the capital improvement is marked with an arrow. The 
project description includes a statement of what is being purchased: hardware and software. The 
description also includes a list of required elements for the software. 
 
 
 
 
 
 
 
 
 

                                                           
1 City of Bellevue Capital Investment Program, accessed August 25, 2022, 
https://transportation.bellevuewa.gov/UserFiles/Servers/Server_4779004/File/pdf/Transportation/8_Capital_Investm
ent_Program_Plan_2013_2019.pdf  

https://transportation.bellevuewa.gov/UserFiles/Servers/Server_4779004/File/pdf/Transportation/8_Capital_Investment_Program_Plan_2013_2019.pdf
https://transportation.bellevuewa.gov/UserFiles/Servers/Server_4779004/File/pdf/Transportation/8_Capital_Investment_Program_Plan_2013_2019.pdf
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Exhibit 4-1: Bellevue CIP Example 

 

  
 
Project Purpose 
 
The purpose of a capital improvement can also be defined as the rationale or the justification. 
The purpose of the project should have emerged during the capital needs assessment. Each asset 
was evaluated during the final stage of the assessment. Determinations were made about the 
existence of assets or the need for improvements to service delivery. Each department submitting 
a capital improvement proposal should be prepared to justify the need for the improvement. 
 
Referring again to the example from the City of Bellevue above, note that a purpose of the 
project—a rationale for the acquisition—is presented.2 The proposal explains that the capital 
improvement “will implement a new five lane arterial, with two travel lanes in each direction and 
a center turn lane where necessary” and it “will include bike lanes, curb, gutter and sidewalk on 
both sides, illumination, landscaping and irrigation, storm drainage and detention.”3 
 

                                                           
2 City of Bellevue Capital Investment Program, accessed August 25, 2022 , 
https://transportation.bellevuewa.gov/UserFiles/Servers/Server_4779004/File/pdf/Transportation/8_Capital_Investm
ent_Program_Plan_2013_2019.pdf 
3 City of Bellevue Capital Investment Program, accessed August 25, 2022, 
https://transportation.bellevuewa.gov/UserFiles/Servers/Server_4779004/File/pdf/Transportation/8_Capital_Investm
ent_Program_Plan_2013_2019.pdf 
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https://transportation.bellevuewa.gov/UserFiles/Servers/Server_4779004/File/pdf/Transportation/8_Capital_Investment_Program_Plan_2013_2019.pdf
https://transportation.bellevuewa.gov/UserFiles/Servers/Server_4779004/File/pdf/Transportation/8_Capital_Investment_Program_Plan_2013_2019.pdf
https://transportation.bellevuewa.gov/UserFiles/Servers/Server_4779004/File/pdf/Transportation/8_Capital_Investment_Program_Plan_2013_2019.pdf
https://transportation.bellevuewa.gov/UserFiles/Servers/Server_4779004/File/pdf/Transportation/8_Capital_Investment_Program_Plan_2013_2019.pdf
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Project History 
 
The history of a capital improvement project provides background information. One might ask 
how a capital improvement, which by definition is a new project, can have a history. The history 
may not be related to the improvement itself but rather to the circumstances that have led to the 
need for the improvement. Historical circumstances that can lead to the need for an improvement 
include the following: 
 

• Demographic—an aging population 
 
• Land use—changes in residential density 

 
• Redevelopment—conversion of blighted areas 

 
• Infrastructure—changes in technology and materials 

 
An example of historical circumstances affecting capital improvements is provided by Fairfax 
County, Virginia. The Fire and Rescue Department capital improvements include the new 
construction and expansion of several fire stations. The reason for the projects includes two 
historical factors. New construction is needed to address continued growth in commercial and 
residential areas that impacts fire and rescue response times. The expansion needs are due to an 
entirely different kind of historical impact. Expansion of fire stations is needed to “provide 
accommodations (bunkroom, shower and locker facilities) for the Fire and Rescue Department’s 
female personnel.”4  
 
The history behind the need for the improvements in Fairfax County leads to a clearer 
understanding of the need for improvements. Without an understanding of the change in staff 
composition or the high development of an area, the department improvement request may not 
communicate the nature of the need. 
 
Funding Requirement 
 
The funding requirement component of the capital improvement request involves two things: the 
cost of the improvement and any known sources of revenue to fund the improvement. The 
department requesting the improvement should rely on whatever professional resources are 
available to both develop an accurate cost and identify any potential sources of funding.  
 
The cost of a capital improvement is essential information for proper consideration of the 
improvement. It is important that the department be diligent in accounting for all costs associated 
with the improvement. As with the project description, all aspects of the improvement should be 
included in the project cost. The City of Olathe, Kansas Black Bob Park Improvements project 

                                                           
4 Fiscal Years 2017-2021 Adopted Capital Improvement Program, Fairfax County, Virginia, accessed August 25, 
2022, https://www.fairfaxcounty.gov/budget/sites/budget/files/assets/documents/fy2017/adopted/cip.pdf . 

https://www.fairfaxcounty.gov/budget/sites/budget/files/assets/documents/fy2017/adopted/cip.pdf
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provides an example of the expenditure detail that should be included in a capital improvement 
request.5 
 

Exhibit 4-2: Olathe Example 
 

 
 
This example also includes a source of funding. Capital improvement requests should include 
any known funding sources. The funding sources can include federal and state grants, bonds 
issued for a specific improvement, or other revenue sources dedicated to improvements. 
 
Operating Impact 
 
The final item that a department needs to consider when preparing a capital improvement request 
is the operating impact. The operating impact is a statement about how the capital improvement 
will affect the daily operations and budget of the local government. With the construction of a 
new facility, there inevitably will be additional annual operating expenditures. The expenditures 
will need to be absorbed by additional revenues or decreases in existing expenditures.  
  

                                                           
5 Olathe, Kansas, Capital Improvement Plans, accessed August 25, 2022, 
https://online.flippingbook.com/view/1022211/10/    

https://online.flippingbook.com/view/1022211/10/
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Costs that need to be considered in the operating impact for all capital improvements could 
include some or all of the following: 
 

• Staffing  
 

• Maintenance 
 

• Utilities 
 

• Supplies  
 

• Equipment 
 

• Professional services 
 
With a capital improvement, it is also important to consider the possibility of decreases in 
operating costs or even newly generated revenue. The implementation of some improvements 
may lead to decreases in operating costs. For example, an improvement that adds fuel alternative 
vehicles to the fleet may decrease the amount of fuel purchased by the local government. In the 
same manner, a new facility may lead to revenue that can offset some of the operating impact of 
the improvement. For example, a new recreation center may generate revenue from user fees. 
The possibilities of increased operating impact, decreased operating impact, and new revenue 
must be considered in the development of the capital improvement. If any component is omitted, 
the picture of the impact of the capital improvement on the operating budget will be inaccurate. 
 
 
PUBLIC INPUT 
 
Each local government manages public input differently. Further, state and local codes have 
different requirements for public input. In the State of Georgia, code does not require 
involvement of the public until the budget “is submitted to the governing authority for 
consideration. According to Georgia Code Section 36-81-5, local governments are required to 
allow the public to speak on the proposed budget. There is no requirement that the public be 
involved with the development of the budget. 
 
 
Several Georgia local governments take advantage of public input to help define the future of 
public services. Through planning sessions that engage members of the public, local 
governments are better able to identify their needs. For example, the City of Savannah identifies 
citizen priorities through surveys, focus groups, and Internet surveys. Similarly, the City of 
Gainesville Parks and Recreation receives public input through surveys to better serve their 
citizens. 
 
Clearly, there are many options for engaging the public. With the high cost and long-term nature 
of capital improvements, public input is essential to helping define capital improvement needs. 
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ROLE OF DECISION MAKERS 
 
Local government departments and the public play an important role in the development of 
capital improvement requests. Decision makers have final say-so in the process. Decision makers 
include the elected governing authority required to adopt the budget, such as a city council or 
board of commissioners, and any local government managers appointed by the governing 
authority, such as a city manager or county administrator.  
 
Typically, the elected governing authority and the appointed manager play very different roles in 
the budget process. The same is true in the capital improvement process. Members of the elected 
governing authority may define priorities through a strategic plan. They may then be absent from 
the process until a proposed set of improvements has been evaluated and prepared. After the 
evaluation of improvements, the elected governing authority participates in public hearings and 
the adoption of the capital improvements as part of the annual budget. 
 
By contrast, the role of the appointed manager is more consistent throughout the process. The 
appointed manager may interact regularly with department managers and review boards to 
identify improvements that correspond to the direction of the elected governing authority.  
 
The City of Conyers Budget Calendar on the following page helps illustrate the different levels 
of participation by decision makers.6 The budget calendar lists more than 25 activities related to 
budget preparation, including capital improvements, which occur over a 10-month period. The 
first activity involving the city council is a retreat in January. The council then reconvenes when 
the budget is submitted for review in late May. The period between January and May is filled 
with reviews and projections conducted by department directors and the Chief Financial Officer. 
 

 

 

 

 

 

 

 

 

                                                           
6 City of Conyers, Fiscal Year 2016-2017 Annual Budget, accessed August 25, 2022, 
http://www.conyersga.com/home/showdocument?id=2377  

http://www.conyersga.com/home/showdocument?id=2377
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Exhibit 4-3 Conyers Example 

  

   
 
 

 
 
 
 
 

Elected 
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Ongoing 
Activities of 
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and 
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Managers 
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Governing 
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FUTURE SERVICE LEVELS 
 
Although the elected governing authority is not a primary participant in the preparation of capital 
improvement requests, its members are able to provide direction that will lead to the 
development of requests. In an ideal situation, the elected governing authority acts upon capital 
improvement requests in response to future service-level requirements. 
 
The primary way in which the elected governing authority influences improvements is through 
adoption of a strategic plan. For example, the Gwinnett County 2040 Unified Plan was adopted 
by the board of commissioners to “ guide in making decisions concerning the growth and 
development of Gwinnett County.”7 The plan considers which services are required based on a 
variety of trends.  The Gwinnett County 2040 Unified Plan successfully combines the demands 
of the public identified through a public outreach process together with population, employment, 
and land-use trend data to develop a long-range strategic plan. The plan acknowledges the need 
for steps to implement the plan. 
 
Like Gwinnett County, local governments should aggressively gather information to draw a 
picture of what the county or municipality might look like based on future trends. The 
information allows the elected governing authority to decide if the picture is what the public 
expects. Public demands combined with data to justify the demands can help determine future 
service levels. 
 
 
FINANCIAL FEASIBILITY 
 
Another component of capital improvement requests that the elected governing authority can 
influence is financial feasibility. The elected governing authority has the ability to support or 
reject funding options that can determine the implementation of a capital improvement. 
Some funding sources for capital improvements require the support of the elected governing 
authority.  
 
In Georgia, a common funding source in recent years is the Special Purpose Local Option Sales 
Tax (SPLOST). The Georgia Code includes procedures for the implementation of SPLOST. One 
such requirement, outlined by §48-8-111(a), is that the governing authority imposing the tax 
“shall notify the county election superintendent by forwarding to the superintendent a copy of the 
resolution or ordinance of the governing authority calling for the imposition of the tax.” If the 
governing authority is unwilling to support such a resolution, the anticipated funding source for a 
capital improvement will not be available for consideration. 
 
The elected governing authority ultimately determines the financial feasibility of a capital 
improvement. If the improvement depends on funding or policies that have not yet received 
political support, the capital improvement is at risk before it even reaches the evaluation stage. 
 
                                                           
7 Gwinnett County 2040 Unified Plan, accessed August 25, 2022, 
https://www.gwinnettcounty.com/web/gwinnett/departments/planninganddevelopment/gwinnett2040unifiedplan 
 

https://www.gwinnettcounty.com/web/gwinnett/departments/planninganddevelopment/gwinnett2040unifiedplan


4-10 
 

CHAPTER 4 SUMMARY 
 

1. Capital improvements are the new buildings, equipment, or infrastructure that need to be 
built or purchased in order for the service needs of the local government to continue to be 
met. 

 
2. After the capital needs assessment has been completed, departments decide which capital 

improvements are needed in order to provide services to the public. 
 

3. Departmental CIP requests should include the following: 
 

a. Project description 
b. Project purpose 
c. Project history 
d. Funding requirement 
e. Operating impact 

 
4. The project description should clearly articulate the capital improvement being requested. 
 
5. The purpose of a capital improvement is the rationale or justification for the project.  
 
6. The project history provides background information regarding circumstances that led to 

the need for a capital improvement. 
 
7. The funding requirement for a capital improvement is the cost of the improvement and 

any known sources of revenue to fund the improvement. 
 
8. The operating impact states how the capital improvement will affect the daily operations 

and budget of the local government. 
 
9. In Georgia, the opportunity for public input or review is not required by state law but 

recommended to be collected in a timely and complete manner so that the information 
can be used by decision makers. 
 

10. The principal role of decision makers is to have the final say-so in budget matters, which 
includes the capital improvement budget as part of the annual adopted budget. 

 
11. The strategic plan should be referenced when determining future service levels. 
 
12. The Georgia Code requires that a governing authority wishing to raise funds via SPLOST 

pass a resolution calling for the imposition of taxes. 
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CHAPTER 4 EXERCISES 
 
 
Imagine you are the manager of a department requesting a capital improvement. Fill out the 
following form to present to your local government. 
 
Project Title: 
Requesting Department: 
Location: 

Project Description: 
 

Project Purpose: 
 

Project History: 
 

Funding Requirement: 
FY 20XX FY 20XX FY 20XX FY 20XX FY 20XX 

     
     
     
     

Funding Sources: 
     
     
     
     

Operating Impact: 
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Circle the correct answer. 
 

1. Capital improvements are 
 
A. Intended to improve the service-delivery goals of departments. 
B. New buildings, infrastructure, or equipment that are needed in order for the service-

delivery goals of the local government to be met. 
C. Determined by elected officials. 
D. The driving force behind the strategic plan. 

 
2. Department requests for capital improvements typically include 

 
A. An alternative for how to meet the need. 
B. Building specifications for new structures. 
C. A project description, purpose, and history. 
D. Evidence of public support for the improvement. 

 
3. The project description should 

 
A. Clearly articulate the improvement being requested. 
B. Be developed by the governing authority. 
C. Include a statement of revenue that will be generated upon completion of the project. 
D. Be limited to a brief sentence about the project. 

 
4. The purpose of a capital project should 

 
A. Include information about public hearings conducted with regard to the improvement. 
B. Be developed by the CIP coordinator. 
C. Describe the impact on the operating budget. 
D. Justify the need for the improvement. 

 
5. A description of the circumstances that have led to the need for a capital improvement is 

called the 
 
A. Project purpose. 
B. Capital needs assessment. 
C. Project history. 
D. Project description 

 
6. The funding requirement of a capital improvement request includes 

 
A. Citations to the Georgia Code requiring funds for certain improvements. 
B. The cost of the improvement and any known sources of revenue to fund the 

improvement. 
C. A history of how funds have been raised for capital improvements. 
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D. A description of the funds required by the governing authority in order for the project 
to be approved. 

 
7. A capital improvement can affect the operating budget by 

 
A. Adding staff to the daily operations.  
B. Changing the goals and objectives of a department. 
C. Requiring a capital needs assessment. 
D. Changing the direction of the strategic plan. 

 
8. Regarding public input, the Georgia Code requires 

 
A. Active inclusion of the public throughout the development of the budget. 
B. Public access to the budget once it has been submitted to the governing authority for 

review. 
C. A minimum of four public hearings. 
D. Hearings to be held in different locations to provide opportunities for public 

comment. 
 

9. To determine future service levels, the elected governing authority should 
 
A. Rely on national trends. 
B. Conduct field visits to different facilities. 
C. Conduct a survey of similarly sized local governments. 
D. Consider public input and data trends. 

 
10. In Georgia, the SPLOST can be put to a public vote after 

 
A. The governing authority adopts a strategic plan. 
B. The local government conducts a capital needs assessment. 
C. The governing authority adopts a resolution describing the improvements to be 

funded by SPLOST. 
D. The public requests an opportunity to vote on SPLOST. 
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CHAPTER 5 
CAPITAL IMPROVEMENTS IN THE BUDGET 

 
 
At this point in the CIP process, the capital needs assessment has been completed. Departments 
have evaluated the results of the needs assessment and determined whether there is a need for 
capital improvements. A list of requested replacements and improvements has been developed. 
The CIP coordinator is now responsible for managing the evaluation of the replacements and 
improvements. 
 
 
LEARNING OBJECTIVES 
 
Upon completion of this chapter, the participant should be able to: 
 

• Describe how capital improvements are selected 
 

• Recall the prioritization processes 
 

• List the elements to include in the budget document 
 

• Summarize the CIP adoption process 
 
 

SELECTION OF CAPITAL IMPROVEMENTS 
 
Inevitably, the capital improvements and replacements identified through the needs assessment 
and department request process will exceed the available funding. It is the responsibility of the 
CIP coordinator to develop and facilitate a selection process that helps identify the improvements 
and replacements to include in the CIP budget.  
 
The selection of capital improvements and replacements should not be a random process but 
rather should be consistent with the strategic plan and budget policy of the government. A 
systematic evaluation of the capital improvements and replacements is needed in order to 
compose a CIP budget that can be supported by the elected governing authority. 
 
At this point in the CIP process, each improvement or replacement has been identified for 
inclusion in the CIP budget based on the capital needs assessment. The needs assessment 
evaluates the condition of existing assets and the ability to meet future service requirements. The 
forgoing assessment does not compare the value or usefulness of assets to each other. In 
selecting capital improvements for inclusion in the CIP budget, the comparison of improvements 
and replacements is now necessary.  
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This need to compare the proposed capital projects is acknowledged by the City of Conyers, 
Georgia: “Capital projects can be brought into line with community objectives, anticipated 
growth and financial capabilities. Considered by itself, a new park may be a great idea and so 
may sewer improvements, street widening, and any number of other improvements. But, a 
project may look quite different when it is forced to compete directly with other projects for 
limited funds in the CIP process.”1 
 
 
EVALUATION OF CAPITAL IMPROVEMENTS 
 
Prioritization Process 
 
Different methods are used to systematically evaluate each proposed improvement and 
replacement. Typically, a prioritization process requiring the local government to consider the 
relative value of each proposed improvement and replacement is employed. 
 
The City of Gainesville, Georgia, uses the following criteria to “determine which projects are the 
most advantageous to pursue”:2 
 

• Legal mandates Is the project needed to meet federal or state mandates? 
 

• Fiscal and budget impacts What is the total capital cost, impact on operating 
budget, impact on the tax rate/user fees, and the 
availability of other sources (grants, contributions, etc.) 
to fund the project? 
 

• Health and safety impacts Does the project reduce the number of deaths, injuries, 
or illnesses in the community? 
 

• Economic development 
impacts 

Does the project promote the economic vitality of the 
community, such as encouraging downtown 
development? 
 

• Environmental, aesthetic, 
and social effects 

Does the project improve the appearance of 
neighborhoods, protect the environment, or ensure 
community values are achieved? 
 

• Distributional effects Who and how many benefit from the proposed project? 
 

• Disruption/inconvenience How much disruption or inconvenience is caused by 
the project? 
 

                                                           
1 City of Conyers, Fiscal Year 2016-2017 Annual Budget, accessed August 25, 2022, 
http://www.conyersga.com/home/showdocument?id=2377   
2 City of Gainesville, Georgia, 2018 Annual Budget, accessed August 25, 2022, 
https://www.gainesville.org/ArchiveCenter/ViewFile/Item/627  

http://www.conyersga.com/home/showdocument?id=2377
https://www.gainesville.org/ArchiveCenter/ViewFile/Item/627


5-3 
 

• Impact of deferral What are the implications of deferring the project? 
 

• Inter-jurisdictional effects What are the effects of the project on interjurisdictional 
relationships? 

 
After the projects are evaluated according to the forgoing criteria, a Capital Improvement 
Evaluation Team and each department submitting capital improvements is required to assign one 
of the following priority rankings to each project:3 
 

• Essential A project that meets most of the evaluation criteria is necessary, and 
without its completion the city will not be able to maintain its 
mission. 
 

• Desirable A project that meets a few of the evaluation criteria and will 
enhance the city’s mission. 
 

• Acceptable A project that meets any one of the evaluation criteria and will 
enhance the city’s mission. 
 

• Deferrable A project that meets any one of the evaluation criteria and will 
enhance the city’s mission but can be deferred to a future year 
without significant material loss. 

 
Thus, the City of Gainesville compares capital projects in order to determine the maximum 
benefit to the city according to the established criteria. Although a need may have been identified 
through the assessment process, the relative need or benefit to the city would not be apparent 
without the prioritization process. By determining which projects are essential, available funds 
can be assigned to the projects that meet the criteria established by the city. 
 
Evaluation Matrices 
 
Another method used by many local governments to establish priorities for the CIP budget is an 
evaluation matrix. It is similar to the prioritization process described earlier. Each project is 
evaluated using the same criteria; however, each criterion has a possible point value, which may 
vary based on its importance. 
 
The City of Suwanee, Georgia, uses an evaluation matrix, which “allows for an objective and 
consistent evaluation and scoring process.”4 A committee reviews each project using a scoring 
matrix indicating the extent to which the project correlates with the following statements:5 
 

• It is a mandatory project. 
 

                                                           
3 City of Gainesville, Georgia, 2018 Annual Budget, accessed August 25, 2022, 
https://www.gainesville.org/ArchiveCenter/ViewFile/Item/627  
4 City of Suwanee, Georgia FY 2014 Budget.  
5 Ibid.  

https://www.gainesville.org/ArchiveCenter/ViewFile/Item/627
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• It is a maintenance project based on approved replacement schedules. 
 

• It will improve efficiency. 
 

• It is mandated by policy. 
 

• It has a broad extent of usage. 
 

• It lengthens the expected useful life of a current asset. 
 

• It has a positive effect on operation and maintenance costs. 
 

• There are grant funds available. 
 

• It will eliminate hazards and improve public safety. 
 

• There are prior commitments. 
 

• It replaces an asset lost to disaster or damage. 
 

• Project implementation is feasible. 
 

• It is not harmful to the environment. 
 

• It conforms to and/or advances the city’s goals and plans. 
 

• It assists with the implementation of departmental goals and policies. 
 

• It provides cultural, aesthetic, and/or recreational value. 
 

The scoring matrix for the City of Suwanee is presented in Exhibit 5-1. 
 
The scoring matrix provides consistency in terms of evaluation criteria and awarding of points 
for meeting criteria. Although it provides consistent point values, the scoring matrix still requires 
a subjective evaluation to determine the points to assign for meeting criteria. For example, the 
criterion “recreational value” requires the evaluator to determine if the project has major value, 
moderate value, no value, or slightly detrimental value. Regardless of efforts made to make the 
prioritization process more objective, some subjectivity will enter into the process. 
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Exhibit 5-1: City of Suwanee Scoring Matrix 
 

 
 
 
Committee Review 
 
Regardless of whether a prioritization process or matrices are used in evaluating capital 
improvement and replacement requests, some form of committee review is involved. Most local 
governments use a committee for the following: 
 

• To review department ranking of projects 
 

• To provide an opportunity for departments to present projects 
 

• To conduct a formal review such as an evaluation matrix 
 
In the evaluation process used by the City of Gainesville6, both a committee and the department 
were required to assign a ranking to each project. In this way, the committee has the opportunity 
to better understand the benefits of the project as conceived by the department. A committee may 

                                                           
6 City of Gainesville, Georgia, 2018 Annual Budget, accessed August 25, 2022, 
https://www.gainesville.org/ArchiveCenter/ViewFile/Item/627  
 

https://www.gainesville.org/ArchiveCenter/ViewFile/Item/627
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not have an adequate understanding of a proposed capital project that would enable it to identify 
the legal mandates or other criteria fulfilled by the project. 
 
A committee review typically involves the city or county manager, the finance director, and 
other department managers. However, the committee should be composed of not only internal 
reviewers but also members of the community. Many local governments across the country have 
expanded CIP review to include citizen review committees. The City of Avondale, Arizona, has 
a CIP Citizens Committee that is “charged with the responsibility of reviewing the capital 
improvement plan (CIP) and [making] recommendations to the City Council regarding the 
projects included therein.”7 Yet another approach is employed by Garden City, Kansas, where 
citizens are appointed to serve on review boards with city employees: “The mission of the CIP 
Committee is to provide input on the needs and wants of the community by recommending how 
City Management and the Governing Body should prioritize CIP requests.”8 
 
 
TECHNOLOGY AND EVALUATION 
 
Technology is present in nearly every aspect of local government operations. The use of 
technology in the development of the CIP can facilitate the evaluation of proposed capital 
projects. One emerging trend for CIP project evaluation is the use of geographic information 
systems (GIS). GIS is a “computer system capable of capturing, storing, analyzing, and 
displaying geographically referenced information; that is, data identified according to location.”9 
Many local governments use GIS for mapping property boundaries, assessed values, and election 
districts. However, GIS can be used to help with the evaluation process provided that the proper 
data are available and included in the GIS database. 
 
GIS data are important not only because they can serve as an inventory of local government 
infrastructure but also because they can provide relationship information. GIS has the ability to 
combine the physical location with the characteristics of an area. Having information about the 
location of existing and proposed facilities is valuable, but knowing the population growth that 
has occurred in a location can help validate the demand for a service. In addition, the multiple 
layers of data that can be integrated in GIS allow many factors to be considered in the evaluation. 
 
An example of GIS being used for capital project evaluation is Bernalillo County, New Mexico. 
The county developed a sophisticated ranking system based on project attributes, including the 
following: 
 

• Whether the project had been identified in a developed or approved master plan 
 

• Volume-to-capacity ratio in the transportation network 
 

• Data analysis zones and population growth trends 
                                                           
7 The City of Avondale, Arizona, accessed August 25, 2022, https://www.avondaleaz.gov/  
8 Your Guide to the CIP Committee, accessed August 25, 2022, https://www.garden-
city.org/Home/ShowDocument?id=176  
9 U.S. Geologic Survey, accessed October 8, 2020, http://egsc.usgs.gov/isb//pubs/gis_poster/  

https://www.avondaleaz.gov/
https://www.garden-city.org/Home/ShowDocument?id=176
https://www.garden-city.org/Home/ShowDocument?id=176
http://egsc.usgs.gov/isb/pubs/gis_poster/
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• Public safety 

 
• Public health 

 
• Economic development and quality of life 

 
• Service delivery 

 
Each attribute was assigned a range of points and a weight based on its importance.10 The data 
and the evaluation criteria were used to calculate an objective score for project selection.  
 
Although the score may present a clear “winner,” it is important to realize that the process is not 
free of subjectivity. As with the matrix evaluation process discussed earlier, it is impossible to 
achieve complete objectivity. Although GIS was used to calculate the score based on objective 
factors such as distance and road capacity, the point scale is based on a subjective determination 
of the importance of one factor over another. 
 
 
THE BUDGET DOCUMENT 
 
After all capital requests have been reviewed, the final prioritized list typically is submitted to 
the governing authority. During this period of review, the attention of the CIP coordinator should 
turn to the preparation of the budget document. According to the Government Finance Officers 
Association, “The budget is the guide that determines the direction of government. It is arguably 
the single most important document routinely prepared by governments. To be usable, it not only 
must contain the appropriate information, but must also be prepared in a manner that is clear and 
comprehensible.”11 
 
The CIP document may be either combined within the larger operating budget document or 
produced as a separate document. Regardless of the format, certain elements should be included 
in the CIP document: 
 

• A list of proposed capital projects (both funded and unfunded) 
 

• A description of each proposed capital project 
 

• Timeframe for completing the project 
 

• Funding required for the project 
 

• Source of funding for the project 
 

                                                           
10 Integrating GIS and Capital Improvement Program.   
11 Best Practices in Public Budgeting, Practice 10.1g, accessed August 25, 2022, www.gfoa.org/services/nacslb/   

http://www.gfoa.org/services/nacslb/
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The inclusion of both funded and unfunded projects in the budget document reflects two things: 
all of the projects that were identified through the needs assessment and the department requests 
and the choices that were made in developing a list of priorities for the CIP budget.  
 
In addition to a list of projects, providing a quick overview of the CIP budget, such as a 
composite list of the projects with a total dollar amount funded, as well as historical data can be 
helpful. The table in Exhibit 5-2 from Gwinnett County, Georgia, summarizes the types of 
expenditures included in its 2017 CIP budget as well as historical data.12 
 

Exhibit 5-2: Gwinnett County 

 
 
 
 
 
 
 
 
 
                                                           
12 Gwinnett County, Georgia, Fiscal Year 2017 Budget, accessed August 25, 2022 ,  
https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.p
df  

https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.pdf
https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.pdf
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CIP ADOPTION PROCESS 
 
The CIP budget document should include an explanation of the process used to develop the CIP 
budget and details such as the following:  
 

• Mission Statement 
 

• Strategic Plan 

• Budget Policy • Budget Calendar 
 

• Capital Needs Assessment • Evaluation Method 
 

 
The process can be explained in a narrative, a diagram, or any other method that clearly 
communicates the process. The City of Albany, Georgia, uses a narrative format:13 
 

 
 
A narrative can provide specific details about the process that may not be conveyed in a diagram 
like that which follows. Narratives and diagrams describe processes with different levels of 
detail. The City of Newnan, Georgia, includes the diagram presented in Exhibit 5-3in its FY 
2017 annual budget to demonstrate the steps involved in the CIP budget process:14 
 

 
 
 
 
 
 
 
 
 
 
 

                                                           
13 City of Albany Annual Budget FY 2017, accessed August 25, 2022, 
https://www.albanyga.gov/home/showdocument?id=76  
14 City of Newnan Annual Budget 2017, 185, accessed August 25, 2022, 
http://www.cityofnewnan.org/Fiscal%20Year%202017%20Budget.pdf  

https://www.albanyga.gov/home/showdocument?id=76
http://www.cityofnewnan.org/Fiscal%20Year%202017%20Budget.pdf
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Exhibit 5-3: CIP Steps, Newnan, GA 
 
 

 
 
Project Time Frame 
 
By definition, the CIP is a long-term plan for capital expenditures. The budget document should 
demonstrate that the CIP budget is a planning tool. It is therefore important for capital projects to 
be presented along with their respective time frames for completion. 
 
According to Georgia Code Section 36-81-3, “[t]he project-length balanced budget shall be 
adopted . . . in the year that the project initially begins and . . . shall appropriate total 
expenditures for the duration of the capital project.” Although a local government may adopt a 
budget only for projects being initiated in the subsequent fiscal year, the inclusion of future year 
projects in the budget document provides information about the direction of the local 
government. 
 
The City of Suwanee, Georgia, includes information for future year projects in its FY2018 
budget, revealing the future direction of the city. The following project information was included 
in the city’s FY 2018 adopted budget.15 The project includes costs in FY 2018 and in FY 2019. 
By including future year projects in the CIP budget document, the city is sharing the plans for 
future capital improvements and replacements. 

                                                           
15 City of Suwanee, Georgia FY 2018 Adopted Budget.  
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Exhibit 5-4: City of Suwanee Project Example 

 
 

  

 
 
 
Financial Plan 
 
The final component of the CIP budget document is the plan for funding capital improvements 
and replacements. The plan should address the practical uses of a variety of funding sources as 
well as their limitations or restrictions. 
 
In its FY 2016-2017 budget document, the City of Conyers, Georgia, includes a section 
describing policies for funding capital improvements. The city defines pay-as-you-go financing 
as “a method of financing capital projects with current revenues paying cash instead of 
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borrowing against future revenues.”16 The definition includes the benefits as well as the 
limitations of this financing option. 
 
Once a plan for the funding sources available to the local government has been developed, the 
funding source for each capital project should be clearly indicated in the budget document. 
Funding sources should be easily identified as property taxes, sales taxes, bond proceeds, or 
another source. Based on our previous project example from the City of Suwanee, the proposed 
funding for the administrative facilities project is URA Bond and SPLOST.  
 

Exhibit 5-5:  City of Suwanee Project Example 
 

  
 
 
Budget Adoption 
 
Once the evaluations have been completed and projects prioritized, available funds will 
determine how many projects will be included in the final CIP budget. The budget then goes 
through the process of adoption. CIP budget adoption—just like operating budget adoption—
must adhere to state or local code. 
 
Georgia Code Section 36-81-6 states simply that “on a date after the conclusion of the hearing. . . 
the governing authority shall adopt a budget ordinance or resolution making appropriations in 
such sums as the governing authority may deem sufficient, whether greater or less than the sums 
presented in the proposed budget. The budget ordinance or resolution shall be adopted at a public 
meeting.”  
 
However, local code may state more specific requirements for budget adoption. It may also 
include more specific requirements for the CIP budget. According to Article I, Section 15 in the 
Gwinnett County Code of Ordinances, the chairman must “submit to the Board of 
                                                           
16 City of Conyers, Fiscal Year 2016-2017 Annual Budget, accessed August 25, 2022, 
http://www.conyersga.com/home/showdocument?id=2377  

http://www.conyersga.com/home/showdocument?id=2377
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Commissioners, not later than December 1, a budget for the ensuing year. The Board must then 
adopt an operating budget at its first meeting in January for that fiscal year.”17 

                                                           
17 https://library.municode.com/ga/gwinnett_county/codes/code_of_ordinances?nodeId=PTIRELA_ARTIBOCO  

https://library.municode.com/ga/gwinnett_county/codes/code_of_ordinances?nodeId=PTIRELA_ARTIBOCO
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CHAPTER 5 SUMMARY 
 
 

1. A selection process is necessary in order to identify the improvements and replacements 
to include in the CIP budget. 
 

2. A prioritization process requires a local government to consider the relative value of each 
proposed improvement and replacement. 
 

3. An evaluation matrix provides consistent evaluation criteria and ensures consistent points 
rewarded for meeting criteria.  
 

4. Committee review is helpful in the evaluation of capital improvement and replacement 
requests.  
 

5. The budget document is one of the most important documents regularly prepared by a 
local government. 
 

6. A list of approved capital projects with funding source and time frame for 
implementation should be included in the budget document. 
 

7. An explanation of the CIP budget process clarifies how capital projects were selected for 
inclusion in the CIP budget. 
 

8. The inclusion of a time frame for each project demonstrates that the local government is 
planning for the future. 
 

9. The budget document should clearly indicate the funding source for each capital project. 
 

10. Georgia Code requires a project-length balanced budget that includes appropriations for 
the duration of the project. 
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CHAPTER 5 EXERCISES 
 
Circle the correct answer. 
 

1. Develop 3 possible criteria to use in evaluating the capital project request from chapter 4.  
_________________________________________ 
 
_________________________________________ 
 
_________________________________________ 
 
Next, all groups will present their criteria to the class. All groups will vote on the final 
three criteria which will be used to evaluate all projects for inclusion in the budget.  

 
 
 

2. The CIP coordinator is responsible for managing 
 
A. The development of capital improvement descriptions 
B. The strategic planning process 
C. The evaluation of capital replacements and improvements 
D. The adoption of the operating budget 
 

3. The selection of capital improvements and replacements to include in the budget should 
be based on 

 
A. Random selection in order to avoid bias 
B. A systematic evaluation of capital improvements and replacements 
C. Committee review 
D. Majority votes received during public input 
 

4. The comparison of capital improvements and replacements is necessary in order to 
 

A. Determine the relative benefits of proposed capital projects 
B. Allow departments an opportunity to explain the benefit of one project over another 

project 
C. Develop a set of evaluation criteria 
D. Provide the review committee with a list of prioritized projects to evaluate 
 

5. A prioritization process requires the local government to consider 
 

A. The role that the review committee will play in ranking capital projects 
B. The relative value of each proposed capital improvement and replacement 
C. The extent to which public input will be used 
D. The impact of state code on selecting capital improvements and replacements to 

include in the CIP budget 
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6. An evaluation matrix does all of the following except 

 
A. Provides a consistent set of evaluation criteria 
B. Awards a consistent number of points for each criteria 
C. Allows criteria to be weighted for value  
D. Eliminates subjective evaluation 
 
  

7. A prioritization process typically includes 
 

A. Public hearings 
B. A public survey 
C. A committee review 
D. Preliminary prioritization by the CIP coordinator 
 

8. According to the Georgia Finance Officers Association, the following is one of the most 
important documents regularly prepared by local governments: 

 
A. The  comprehensive plan 
B. The  strategic plan 
C. The  financial policies document 
D. The  budget document 
 

9. The CIP budget document includes 
 

A. The strategic plan, capital needs assessment, and evaluation method 
B. The strategic plan, revenue forecasting, and capital needs assessment 
C. The mission statement, personnel improvement requests, and evaluation method 
D. The mission statement, strategic plan, and comprehensive plan 
 

10. In order to recognize the importance of the CIP as a long-term planning tool, the capital 
projects should 

 
A. Span at least six years 
B. Include the time frame required to complete the project 
C. Have a useful life of at least 15 years 
D. Serve at least 50 percent of the population of the local government 
 

11. The CIP financial plan should address 
 

A. The operating impact of each capital improvement or replacement 
B. The department requests for the annual operating budget 
C. Funding sources, practical uses of funding sources, and limitations or restrictions of 

funding sources 
D. Department revenue forecasts 
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12. The CIP budget adoption process must 

 
A. Follow state and local code for budget adoption 
B. Be completed by January 1 of each year 
C. Include at least three public hearings 
D. Be conducted at the same time as the operating budget adoption process 
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CHAPTER 6 
PAYING FOR CAPITAL IMPROVEMENTS 

 
 
All local governments are familiar with the challenge of funding capital improvements. Many 
options are available for funding capital improvements, including property taxes, impact fees, or 
sales taxes. For each funding option, there are advantages and disadvantages. Inevitably, the 
availability of an appropriate funding source affects whether capital improvements and 
replacements will be included in the CIP budget. 
 
 
LEARNING OBJECTIVES 
 
Upon completion of this chapter, the participant should be able to: 
 

• Define funding options for CIP, as well as advantages and disadvantages of each option 
 

• Identify appropriate funding sources 
 
 
TYPICAL FUNDING METHODS 
 
The CIP budget can be funded in a number of ways. The most common methods for funding the 
CIP budget include the following: 
  

• Pay as You Go 
 

• General obligation bonds 
 

• Revenue bonds 
 

• SPLOST/TSPLOST 
 

• Grants 
 

• Partnerships 
 

• Impact fees 
 

• Fund balance 
 
It is the responsibility of the CIP coordinator to provide a list of funding options, the associated 
benefits of the funding options, and any legal restrictions of the funding options. At the same 
time, it is the responsibility of the elected governing authority to select funding options that meet 
service demands and public approval. 
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The GFOA notes the importance of evaluating capital funding options in the development of the 
capital improvement plan. The following questions can help in evaluating the appropriateness of 
a funding source:1 
 

• Who will pay for the project in relation to who benefits from it? 
 

• Will the money be available when needed? 
 

• How costly is the financing method? 
 

• Is the financing method legally permissible? 
 

• What are the administrative requirements associated with the financing option? 
 

In addition to asking the these questions, it is important once again that the local government 
reference the strategic plan, the budget policy, and the financial plan for guidance on selection of 
the funding option.  
 
Pay-as-You-Go 
 

Advantages: Disadvantages: 
• No interest costs 
• No bond issuance costs 
• Maintains low debt capacity 
• Conservative fiscal approach 

• Long useful life projects paid for by 
current users only 

• Higher taxes may be required to 
consistently fund CIP 

• Needed projects may be 
unnecessarily delayed 

• Delayed projects may result in higher 
project costs 

Best used to fund: 

• Items with a shorter useful life, such as vehicles 

Legal restrictions per Georgia Code/Constitution: 

• None 
 
Pay-as-you-go financing is the least complex of the funding options available for capital 
improvements and replacements. Quite simply, a project is executed as funds are available. The 
source of revenue is from current-year revenue collections, including property taxes. Pay-as-you-
go funds capital improvements and replacements with available cash instead of committing 
future revenue through borrowing. 
                                                           
1 Adapted from GFOA Best Practices in Public Budgeting, Practice 9.6, accessed August 25, 2022, 
www.gfoa.org/services/nacslb  

http://www.gfoa.org/services/nacslb
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The only requirement of pay-as-you-go financing is the availability of funds. Therefore, capital 
improvements and replacements are dependent on one factor: adequate revenue to fund 
operations, reserves, and capital in a fiscal year. There is no lengthy voter approval process or 
complicated administrative process. In addition, there are no costs associated with borrowing 
funds. More money can therefore be spent on actual improvements instead of the financing costs 
of borrowing money. 
 
Although there are clear benefits to using pay-as-you-go financing, a CIP budget that is 
dependent on it may have periods of limited funding. Typically, in a lean budget year, capital 
improvements and replacements are reduced or eliminated in order to protect the operating 
budget and reserves. The cost of projects may exceed the available revenue, forcing 
improvements and replacements to be delayed. Regardless of vulnerability to economic swings, 
some capital improvements and replacements may simply be too costly to fund from annual 
revenues. It may require several years of accumulated revenue to fund a major project. In this 
case, pay-as-you-go financing may unnecessarily delay the delivery of a much-needed project. 
 
General Obligation Bonds 
 

Advantages: Disadvantages: 
• Low interest costs 
• Funds readily available to execute 

projects 
• Cost of project is spread over a longer 

period of time 
• Cost is shared by more users 

• Complicated administrative process 
• Lengthy approval process 
• Revenue is committed for long-term 

repayment of bonds 

Best used to fund: 

• Items with a longer useful life, such as buildings and infrastructure 

Legal restrictions per Georgia Constitution: 
• Advertisement and election required 
• Funds must be spent in manner advertised 
• Sufficient taxes levied to pay the principal and interest within 30 years 
• Debt may not exceed 10 percent of the assessed value of all taxable property 

 
General obligation bonds are a source of borrowed funds available for local governments to fund 
capital improvements and replacements. General obligation bonds are backed by the full faith 
and credit of the local government, which means that the local government is committed to 
raising taxes as necessary to repay the debt. The Georgia Constitution specifically states that 
“any county, municipality, or other political subdivision of this state shall at or before the time of 
incurring bonded indebtedness provide for the assessment and collection of an annual tax 
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sufficient in amount to pay the principal and interest of said debt within 30 years from the 
incurring of such bonded indebtedness.”2 
 
Unlike pay-as-you-go financing, general obligation bonds provide funds for the execution of 
larger projects. There are clear benefits to issuing general obligation bonds. A costly project can 
be completed without straining the annual operating budget. Moreover, the cost of the project 
can be spread over a number of years, ensuring that not just current residents but also future 
residents share the cost of the project. Spreading the cost is important as both current and future 
residents typically benefit from the capital expenditure. 
 
Although the issuance of general obligation bonds can prevent a one-time budget event that may 
strain resources, the debt repayment does impact the tax rate. Designating a portion of the tax 
rate to repay the debt is the most common approach. In Gwinnett County, Georgia, “The County 
has established a Debt Service Fund to account for revenues generated by the G.O. Bond tax rate 
levied against real and personal property. The funds raised through this tax levy are used 
exclusively for the retirement of the County’s G.O. debt.”3 
 
Revenue Bonds 
 

Advantages: Disadvantages: 
• Funds readily available to execute 

projects 
• Cost of project is spread over a longer 

period of time 
• Cost is shared by the users who 

directly benefit 

• Complicated administrative process 
• Users are committed to the repayment 

of the debt 
 

 

Best used to fund: 

• Items such as water treatment plants that have access to user fee revenue 

Legal restrictions per Georgia Code: 
• Resolution of the governing authority 
• Establishment of debt service reserve 
• Repayment period not to exceed 40 years 
• Interest rate not to exceed 9 percent per annum 

 
The use of revenue bonds as a financing option is specifically addressed in Georgia Code. §36-
82-62 (a)(3)(A),  permits local governments “to operate and maintain any undertaking for its 
own use, for the use of public and private consumers, and for users within and outside the 
territorial boundaries of the governmental body . . . [and] to issue revenue bonds to finance, in 

                                                           
2 Constitution of the State of Georgia, Article IX, Section V, Paragraph VI, accessed October 8, 2020. 
3 Gwinnett County FY 2017 Budget Document, accessed August 25, 2022, 
https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.p
df  

https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.pdf
https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.pdf
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whole or in part, the cost of the acquisition, construction, reconstruction, improvement, 
betterment, or extension of any undertaking.” 
 
Undertakings include revenue producing projects such as the following: 
 

• Tunnels 
 

• Bridges 

• Highways 
 

• Airports 

• Plants 
 

• Parks 

Revenue bonds differ from general obligation bonds in several ways. First, revenue bonds are 
issued after adoption of a resolution by the governing authority. There is no requirement for 
voter approval as with general obligation bonds. The second major difference is the revenue 
source. With general obligation bonds, there is a requirement that sufficient taxes be levied in 
order to repay the debt. However, the issuance of revenue bonds requires that the revenues 
generated from the improvement repay the debt. For example, Gwinnett County “reviews and 
maintains Water and Sewerage System rates to maintain positive revenue balances while meeting 
future debt service requirements for ongoing water and wastewater capital needs.”4 
 
SPLOST   
 

Restrictions Advantages: Disadvantages: 
• Funds readily available to execute 

projects 
• Cost of improvements is shared by  

nonresidents 
• No interest costs 

• Complicated administrative process 
• Lengthy approval process 
• Many new facilities requiring 

operating funds at same time 
 

Best used to fund: 

• Items with a long useful life such as infrastructure and buildings 

Legal restrictions per Georgia Code: 
• Counties and municipalities must meet to discuss projects 
• Advertisement or promotion of SPLOST by local government prohibited 
• Resolution of county governing authority 
• Election required 
• Tax levied for no longer than six years 

 
Special Purpose Local Option Sales Tax—or SPLOST, as it is better known—provides a funding 
alternative for Georgia local governments to meet infrastructure and facility needs. Georgia Code 
Section 48-8-110.1(b) allows each of the 159 counties to “impose within the special district a 
                                                           
4 Gwinnett County FY 2017 Budget Document, accessed August 25, 2022, 
https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.p
df  

https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.pdf
https://www.gwinnettcounty.com/static/departments/financialservices/2017_budget/2017_BudgetDocument_Final.pdf
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special sales and use tax for a limited period of time which tax shall be known as the county 
special purpose local option sales tax.”5 Although the governing authority can elect to impose 
the special sales tax, voter approval is required.  
 
SPLOST has become a popular funding option for capital improvements because it is not a 
property tax and debt alternative. A property tax captures revenue only from those who reside 
within a county, but with SPLOST, there is the advantage of collecting revenue from those who 
make purchases in a county. SPLOST forces residents and visitors to share the cost of 
infrastructure improvements. 
 
SPLOST is also popular because the funds can be used to fund a variety of projects. Georgia 
Code Section 48-8-110 defines capital outlay projects as “major, permanent, or long-lived 
improvements or betterments, such as land and structures, such as would be properly chargeable 
to a capital asset account and as distinguished from current expenditures and ordinary 
maintenance expenses.”6 The types of capital projects that may be funded from SPLOST funds 
include the following: 
 

• Roads, streets, bridges, or sidewalks 
 

• Courthouses, administrative buildings, civic centers, libraries, or jails 
 

• Certain solid waste facilities 
 

• Cultural, recreational, or historical facilities 
 

• Water and sewer projects 
 

• Transportation facilities, including mass transit, railroad, and harbor improvements 
 

• Hospital facilities 
 

The other advantage of SPLOST is that the capital improvements are made over a short period of 
time without incurring debt. When SPLOST is approved by the voters, “the tax shall be imposed 
on the first day of the next succeeding calendar quarter which begins more than 80 days after the 
date of the election at which the tax was approved by the voters.”7 The tax is then collected for a 
maximum of six years. The exact term is determined by the types of projects and 
intergovernmental agreements developed before voter approval of SPLOST. The primary 
disadvantage of SPLOST is also a benefit of SPLOST: Many facilities and infrastructure are 
constructed simultaneously. The obvious benefit to new facilities and infrastructure being 
developed quickly is that service demands are addressed. However, new facilities and 
infrastructure inevitably have a corresponding operating cost. The impact on the operating 
budget can be significant if new facilities that require staff, maintenance, and regular supplies are 

                                                           
5 Official Code of Georgia Annotated §48-8-110.1(b), accessed August 25, 2022.  
6 Official Code of Georgia Annotated §48-8-110 (1), accessed August 25, 2022. 
7 Official Code of Georgia Annotated §48-8-112 (a), accessed August 25, 2022. 
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opened in a short time frame. Since SPLOST funds cannot be used to fund the operations of 
facilities, the operating budget must absorb the costs associated with operating a new facility. 
 
TSPLOST   
 

Restrictions Advantages: Disadvantages: 
• Funds readily available to execute 

projects 
• Cost of improvements is shared by  

nonresidents 
• No interest costs 

• Complicated administrative process 
• Lengthy approval process 

 

Legal restrictions per Georgia Code: 
• Counties and municipalities must meet to discuss projects 
• Advertisement or promotion of TSPLOST by local government prohibited 
• Resolution of county governing authority 
• Election required 
• Tax levied for no longer than five years 
• Funds can only be spent for “Transportation purposes”  

 
Transportation Special Purpose Local Option Sales Tax—or TSPLOST, as it is better known—
provides a funding alternative for Georgia local governments to meet transportation needs 
through two mechanisms, a Regional TSPLOST and a Single County TSPLOST.  
 
Similar to SPLOST,   TSPLOST has become a popular funding option for transportation projects 
because it is not a property tax and also allows the collection of revenue from those who make 
purchases in a county and forces residents and visitors to share the cost of transportation 
improvements. 
 
Background 
 
In 2010, the Transportation Investment Act (TIA) provided an opportunity for regions 
throughout Georgia to impose a 1 percent regional TSPLOST to fund transportation 
improvements within their region. At this time, only three of the 12 regions were successful in 
passing the tax. To provide another transportation funding option, in 2015, the General Assembly 
passed a single county TSPLOST option. Individual counties, that are not a part of a Regional T-
SPLOST and already impose a regular SPLOST, are now allowed to levy a sales tax solely 
dedicated for transportation purposes.  
 
Project Requirements  
 
Funds can only be spent for “transportation purposes”.  According to O.C.G.A. 48-8-260(5),  
'Transportation purposes' means and includes roads, bridges, public transit, rails, airports, 
buses, seaports, including without limitation road, street, and bridge purposes”  
O.C.G.A. 48-8-121(b)(1), expands on the definition of road, street and bridge as  
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“(A) Acquisition of rights of way for roads, streets, bridges, sidewalks, and bicycle paths; 
 (B) Construction of roads, streets, bridges, sidewalks, and bicycle paths; 
 (C) Renovation and improvement of roads, streets, bridges, sidewalks, and bicycle paths, 
including resurfacing; 
 (D) Relocation of utilities for roads, streets, bridges, sidewalks, and bicycle paths;  
(E) Improvement of surface-water drainage from roads, streets, bridges, sidewalks, and bicycle 
paths; and  
(F) Patching, leveling, milling, widening, shoulder preparation, culvert repair, and other repairs 
necessary for the preservation of roads, streets, bridges, sidewalks, and bicycle paths.”  
 
Regional TSPLOST  
 
If a majority of the counties in a regional commission boundary pass a resolution to initiate the 
process, then the entire region will go through the approval process as outlined in the 
Transportation Investment Act of 2010 (TIA). At the conclusion of the process, a decision on 
whether to call for the election will be made by the Regional Roundtable which consists of two 
representatives from each county within the region. One representative would be the Chairperson 
of the Board of Commissioners or the Sole Commissioner and one representative would be a 
Mayor from a city in that county. The Mayors in each county must elect a mayor to represent the 
cities of their county. In the event of a tie in the election, the city with the highest municipal 
population from the 2010 Census would be the municipal representative.   
 
If approved by the voters, the 1 percent sales tax can be levied up to a maximum of five years 
and is allocated based on the following percentages: 
 

• Seventy‐five (75) percent of the funds utilized by Georgia Department of Transportation 
(GDOT) for projects included on the approved investment list 

o GDOT will determine whether a project should be designed and constructed by 
Department of Transportation (DOT), local government, or other entity. 

o GDOT will also determine the order in which projects are implemented, likely to 
be based on the projects’ readiness (i.e., design, right‐of‐way, etc). 

o Thirty (30) percent allocated to projects included in the state-wide strategic 
transportation plan.  

 
• Twenty‐five (25) percent of the funds distributed by Department of Revenue to each city 

and county in the region for local projects, including operations, maintenance, planning, 
and construction.  

o The formula is a combination of each local government’s 2010 population (in 
relation to the region) and the number of miles of paved / unpaved roads in the 
jurisdiction (in relation to the region).  

o An estimate of these amounts will be provided by the GDOT  
 
Single County TSPLOST 
 
The Single County TSPLOST can be levied up to 5 years at a fractional rate up to 1 percent in 
.05 percent increments if there is an intergovernmental agreement with the qualified cities within 
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the county. If there is no intergovernmental agreement in place, the tax can only be levied up to 
.75 percent. After January 1, 2018, a county would only be allowed to put a Single County 
TSPLOST on the ballot if the Regional TSPLOST process had not begun in that county’s region. 
Counties have the authority to bond their TSPLOST projects.  

Grants 
 

Advantages: Disadvantages: 
• Funds are provided by state and/or 

federal government 
 

• Complicated administrative process 
• Restrictions associated with funds 
• Unreliable funding source 

Best used to fund: 

• Items that deliver a service identified through the strategic plan 

Legal restrictions per Georgia Constitution: 
• State may provide grants with limited purposes 
• Local governments may accept grants from federal government that comply with 

federal law 
 
According to the Georgia Constitution, local governments can “accept and use funds granted by 
and obtain loans from the federal government or any agency thereof pursuant to conditions 
imposed by federal law.”8 In addition, “state funds may be granted to counties and municipalities 
within the state . . . [and] the law providing for any such grant may limit the purposes for which 
the grant funds may be expended.”9 Local governments are clearly allowed to take advantage of 
all state and federal funding options.  
 
Federal and state grants appeal to local governments because grants are a “free” funding source. 
Grants do not require a property tax rate or user fee for repayment of debt as bonds do. 
Furthermore, grants do not require the imposition of a sales tax. Although state and federal 
grants may not require repayment, grants nearly always have restrictions. The type of 
infrastructure, the construction of the infrastructure, and even the future use of the infrastructure 
may be restricted. 
 
Even with restrictions, grants are a valuable funding option when the grant provides funds for a 
service in demand. Community Development Block Grant (CDBG) funds are one of the most 
common federal grants. Like other grants, CDBG funds have restrictions. For example, the 
projects funded by the grant “must give maximum feasible priority to activities which benefit 
low- and moderate-income persons. A grantee may also carry out activities which aid in the 
prevention or elimination of slums or blight. Additionally, grantees may fund activities when the 
grantee certifies that the activities meet other community development needs having a particular 
urgency because existing conditions pose a serious and immediate threat to the health or welfare 

                                                           
8 Georgia Constitution, Article IX, Section V, Paragraph IV, accessed August 25, 2022, 
9 Ibid, Article VII, Section III, Paragraph III, accessed August 25, 2022. 
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of the community where other financial resources are not available to meet such needs. CDBG 
funds may not be used for activities which do not meet one of these national objectives. ”10 
 
Partnerships 
 

Advantages: Disadvantages: 
• Costs are shared with another 

government or private entity 
 

• Complicated administrative process 
• Agreements can restrict future growth 

or expansion 
Best used to fund: 

• Items that would be delayed due to lack of funds 

Legal restrictions per Georgia Constitution: 
• Intergovernmental agreements are limited to 50 years 
• Intergovernmental agreements are limited to activities, facilities, and services 

authorized by law 
 
Partnerships appeal to local governments because the burden of services can be shared with 
another government or even a corporation. Local governments may choose to partner with 
another local government to provide a service that would otherwise be too costly to provide.  
Some partnerships arise out of a lack of improvement funds, land, or facilities. One local 
government may lack adequate facilities to provide a service; another may lack the funds to 
properly improve facilities or land. The City of Cle Ellum and Kittitas County, Washington, 
partnered to develop a skate park. The City of Cle Ellum had a park facility but lacked 
development funds. Kittitas County had development funds but lacked a park facility to provide 
the service. By partnering, the city and county were able to combine resources and meet a 
recreation demand. 
 
Typically, partnerships with private corporations are formed in order to provide a service rather 
than develop infrastructure. The public partner retains ownership of any assets, while the private 
partner or partners are service contractors, operating, maintaining and managing the assets and 
services on the community’s behalf.  
 
The City of Chicago recently entered into a unique arrangement with a private corporation for 
the operation and maintenance of the Chicago Skyway Bridge. “For almost 50 years, it was 
operated and maintained by the City of Chicago Department of Streets and Sanitation. In January 
2005, the Skyway Concession Company, LLC (SCC) assumed operations on the Skyway with a 
99 year operating lease. SCC is responsible for all operating and maintenance costs of the 
Skyway but has the right to all toll and concession revenue. This agreement between SCC and 
the City of Chicago was the first privatization of an existing toll road anywhere in the United 
States.”11 
                                                           
10 U.S. Department of Housing and Urban Development, accessed August 25, 2022, 
https://www.hudexchange.info/programs/cdbg-entitlement/cdbg-entitlement-program-eligibility-requirements/  
11 Chicago Skyway, accessed August 25, 2022, https://www.chicagoskyway.org/the-skyway/#about-the-skyway  

https://www.hudexchange.info/programs/cdbg-entitlement/cdbg-entitlement-program-eligibility-requirements/
https://www.chicagoskyway.org/the-skyway/#about-the-skyway
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Impact Fees 
 

Advantages: Disadvantages: 
• Costs are supported by the user 

 
• Projects may be delayed until 

adequate fees are collected 
• Impact fees may be unattractive to 

developers 
Best used to fund: 

• Items that are clearly identified as beneficial to a group 

Legal restrictions per Georgia Code: 
• Development impact fees are allowed to finance new services and infrastructure 

required due to new growth 
• Local governments are required to adopt a schedule of development impact fees 
• Development impact fees can be collected after the issuance of a building permit 
• Development impact fees are calculated based on the service provided due to new 

growth 
• Fees must be spent within six years of collection 

 
Development impact fees have been imposed by Georgia local governments to relieve the burden 
of new growth and development on infrastructure. However, in order to impose impact fees, 
local governments are required to submit a comprehensive plan to the Georgia Department of 
Community Affairs and adopt an impact fee ordinance. The comprehensive plan must include a 
capital improvements element.”12 
 
Under the Development Impact Fee Act, seven categories of capital improvements are allowed:  
 

• Water supply production, treatment, and distribution facilities 
 

• Waste-water collection, treatment, and disposal facilities 
 

• Roads, streets, and bridges, including rights of way, traffic signals, landscaping, and any 
local components of state or federal highways 

 
• Storm-water collection, retention, detention, treatment, and disposal facilities, flood 

control facilities, and bank and shore protection and enhancement improvements 
 

• Parks, open space, and recreation areas and related facilities 
 

                                                           
12 Department of Community Affairs, Development Impact Fees & Capital Improvements Planning, accessed 
August 25, 2022, https://www.dca.ga.gov/local-government-assistance/planning/local-planning/development-
impact-fees-capital-improvements. 

https://www.dca.ga.gov/local-government-assistance/planning/local-planning/development-impact-fees-capital-improvements
https://www.dca.ga.gov/local-government-assistance/planning/local-planning/development-impact-fees-capital-improvements
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• Public safety facilities, including police, fire, emergency medical, and rescue facilities 
 

• Libraries and related facilities”13 
 

However, local governments may choose to impose a fee only for certain improvements. Forsyth 
County, Georgia, enacted impact fees in 2004 to help fund capital improvements necessitated by 
new growth. “Forsyth County charges Impact Fees on residential buildings for the following 
categories: Roads, Parks, Library and Public Safety. Non-residential buildings are charged for 
Public Safety.”14 
 
Other local governments have elected not to impose impact fees. Many local governments fear 
the perception of being unfriendly to developers. Another disadvantage of impact fees is that 
their expenditure is restricted to “creating additional service . . . to serve new growth and 
development.”15 Impact fees may need to be collected over an extended period of time in order 
to provide the required improvements. However, the Development Impact Fee Act requires that 
local governments encumber or begin construction within six years of the collection of the 
impact fee. 
 
Fund Balance 
 

Advantages: Disadvantages: 
• No interest costs 
• No bond issuance costs 
• Maintains low debt capacity 
• Conservative fiscal approach 

• Long useful life projects paid for by 
current users only 

• Higher taxes may be required to 
consistently fund CIP 

• Delayed projects due to lack of funds 
may result in higher project costs 

Best used to fund: 

• Items that are a one-time expenditure  

Legal restrictions per Georgia Code/Constitution: 

• None 
 
The most basic definition of fund balance is current assets less current liabilities. The remaining 
fund balance that is not assigned, committed, or restricted to future-year expenditures or 
considered to be nonspendable is unassigned fund balance. Local governments may choose to 
use unassigned balances to fund capital improvements. 
 
Local governments in Georgia are not required by law to maintain a set level of fund balance. 
However, GFOA recommends, “at a minimum, that general-purpose governments, regardless of 
                                                           
13 Official Code of Georgia Annotated §36-71-2 (17), accessed August 25, 2022. 
14 Forsyth County, Georgia Impact Fees, accessed August 25, 2022, http://www.forsythco.com/Departments-
Offices/Finance/Impact-Fees   
15 Official Code of Georgia Annotated §36-71-8(b), accessed August 25, 2022. 

http://www.forsythco.com/Departments-Offices/Finance/Impact-Fees
http://www.forsythco.com/Departments-Offices/Finance/Impact-Fees


6-13 
 

size, maintain unrestricted budgetary fund balance in their general fund of no less than two 
months of regular general fund operating revenues or regular general fund operating 
expenditures”16 The local government should set the minimum amount of fund balance to be 
maintained including how fund balance may be used during the budgetary process. 

 
The use of fund balance to pay for capital improvements is similar to pay-as-you-go. Both 
funding methods assume the availability of cash; therefore, there is no need to incur debt in order 
to fund the improvement. The difference is that pay-as-you-go assumes that current-year 
revenues are available to fund a capital improvement, whereas surplus fund balance may be 
accumulated over several fiscal years in order to fund an improvement. 
 
 
LEASE-PURCHASE AGREEMENTS 
 
In addition to the previously described funding methods, which rely on different sources of 
revenue, alternative purchase methods that may expedite capital improvements or replacements 
should be considered. One purchasing method that has become more common among local 
governments is lease-purchase agreements. Typically, local governments use lease-purchase 
agreements for the acquisition of equipment. A lease-purchase agreement allows a local 
government to contract with a vendor to purchase equipment over a period of time.  
Under Georgia Code Section 36-60-13, “each county or municipality in this state shall be 
authorized to enter into multiyear lease, purchase, or lease -purchase contracts of all kinds for the 
acquisition of goods, materials, real and personal property, services, and supplies.”17 The 
Georgia Code includes restrictions on lease-purchase agreements similar to the restrictions 
imposed by Internal Revenue Service rules:  
 

• The contract ends when the local government no longer appropriates funding for the 
contract 
 

• The contract does not constitute a debt of the local government 
 

Lease-purchase agreements appeal to local governments for several reasons. The main advantage 
is that the local government can obtain capital equipment in order to meet service demands 
without incurring the total cost at one time.  
 
 
Additional advantages of lease-purchase agreements include the following:18 
  

• A variety of projects can be funded without incurring voter-approved debt 
 
• The method allows for a flexible financing structure 

 
                                                           
16 GFOA Best Practices, accessed August 25, 2022, http://www.gfoa.org/materials/fund-balance-guidelines-for-the-
general-fund   
17 Official Code of Georgia Annotated §36-60-13 (a), accessed August 25, 2022. 
18 Adapted from An Introduction to Municipal Lease Financing. 

http://www.gfoa.org/materials/fund-balance-guidelines-for-the-general-fund
http://www.gfoa.org/materials/fund-balance-guidelines-for-the-general-fund
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• Purchase of equipment is not limited by availability of current-year revenue 
 

• Depletion of reserves can be avoided 
 
There are two primary disadvantages to using a lease-purchase agreement. First, the local 
government is likely to pay more for the equipment due to the interest payments associated with 
a lease-purchase agreement. Another disadvantage is also an advantage: Local governments 
cannot be obligated by contracts in future years. The non-appropriation of funds in future years 
effectively terminates the contract. Although this arrangement benefits the local government by 
not requiring voter-approved debt, it can also result in a bad investment. By prematurely 
terminating a contract, a local government ends its financial obligation and forfeits the 
equipment and the previous year(s) of investment in the contract. 
 
 
SELECTING THE FUNDING 
 
The appropriate funding source can be more readily identified once a local government 
understands the funding options. For example, general obligation bonds might be more 
appropriate for funding the construction of a police precinct. On the other hand, purchasing 
replacement vehicles for a police precinct might be more appropriately funded on a pay-as-you-
go basis. 
 
Even though the definitions might help clarify funding options, there are additional 
considerations when selecting a source of funding. Legal restrictions, adopted policy, and public 
approval of the funding source can influence the final selection of a source. Any one of these 
elements can alter the outcome of capital improvement funding. 
 
The diagram in Exhibit 6-1 demonstrates the convergence of many factors pertaining to the 
funding of capital improvements.  
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Exhibit 6-1: Factors Pertaining to the Funding of Capital Improvements 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
LEGAL LIMITATIONS 
 
There are legal limitations to the capital improvement funding options available to local 
governments. These limitations may be found in federal law, state code, or local code. Federal 
law includes restrictions on the use of general obligation bonds. The Georgia Code includes 
specific limitations on the use of general obligation bonds, revenue bonds, SPLOST, grants, 
partnerships, and impact fees. Some local codes also have specific restrictions. 
 
The City of Atlanta, Georgia provides an example of local code restricting the funding of capital 
improvements. The Code of Ordinances for the City of Atlanta states that “[c]ouncil action shall 

Legal limitations: 

• Federal law 
• State code 
• Local code 

Understanding the options: 

• Advantages 
• Disadvantages 
• Appropriate uses 

Public approval: 

• Elections 
• Public input sessions 
• Public hearings 

Capital Improvement Funding  

Adopted policy: 

• Budget policy 
• Debt policy 
• Fund balance policy 
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be required for the construction of sidewalks or curbing in and along streets and portions of 
streets . . . [and that] the entire expense of construction of sidewalks and curbing shall be 
assessed against the property abutting on the streets where sidewalks are constructed and shall be 
collected from the owners thereof.”19 In effect, this local ordinance limits the source of funding 
for sidewalks to the owners of the property who will benefit from the improvement. According to 
this local ordinance, the funding of sidewalks through another source, such as SPLOST, would 
be prohibited. 
 
Several Georgia Constitution and Code restrictions on funding sources were described earlier in 
this chapter. The following table includes the Georgia Constitution article or Georgia Code 
section that should be referenced for all such restrictions: 
 

Funding Source Georgia Constitution or Code 
General obligation bonds Constitution Article IX-V-VI 
Revenue bonds Code Section 36-82-60 to 36-82-85 
SPLOST Code Section 48-8-110 to 48-8-123 
TSPLOST Code Section 48-8-240 to 48-8-256  
Grants Constitution Article IX-V-IV 
Partnerships Constitution Article IX-III-I 
Impact fees Code Section 36-71-1 to 36-71-13 

 
The most important federal regulations governing capital improvement financing relate to the 
issuance of general obligation bonds. IRS regulations include restrictions on expenditures and 
requirements for spending the bond proceeds. In addition, local governments need to restrict the 
“transfer [of] benefits of tax-exempt financing to nongovernmental persons.”20  
 
 
POLICY GUIDELINES 
 
After federal, state, and local restrictions that may affect funding options have been reviewed, 
any policies that may contribute to the selection of a funding option for capital improvements 
should be considered. Local governments should refer to all existing policies, including budget 
policy, debt management policy, CIP policy, CIP financial policy, and reserve policy.  
 
The policies may help local governments not only identify the appropriate funding option but 
also evaluate the worthiness of a capital improvement. Often, local governments justify an 
improvement because of the availability of funds, particularly when state and federal grants are 
available. The City of Conyers, Georgia, addresses the availability of state and federal funds with 
the following policy: “Intergovernmental assistance is used to finance only those capital 
improvements that are consistent with the capital improvements plan and the City’s priorities, 
and such operating and maintenance costs have been included in operating budget forecasts.”21 

                                                           
19 Atlanta Code of Ordinances, 134-51, 134-52, accessed August 25, 2022, 
https://library.municode.com/ga/atlanta/codes/code_of_ordinances  
20 Tax Exempt Governmental Bonds, accessed August 25, 2022, https://www.irs.gov/pub/irs-pdf/p4079.pdf   
21 City of Conyers, Fiscal Year 2016-2017 Annual Budget, accessed August 25, 2022, 
http://www.conyersga.com/home/showdocument?id=2377  

https://library.municode.com/ga/atlanta/codes/code_of_ordinances
https://www.irs.gov/pub/irs-pdf/p4079.pdf
http://www.conyersga.com/home/showdocument?id=2377
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The review of local government policies ensures that the proposed capital improvements and the 
required funding align with the priorities of the elected governing authority. The policies may 
include specific information about the use of debt, taxes, user fees, and other sources to fund 
capital improvements.  
 
 
PUBLIC ACCEPTANCE 
 
The final test of a funding option is public acceptance. A funding option may be legal and in 
accordance with all local government policies; however, public disapproval can limit the use of a 
funding option. The public may be opposed to a funding source due to the potential for increased 
taxes or user fees.  
 
Public opinion on the funding of capital improvements can be solicited in several ways, 
including public input sessions, public hearings, and elections. Since Georgia Code does not 
require public input sessions, objections to an improvement or the corresponding funding may 
not be known until the required public hearing. However, efforts should be made to include the 
public in the development of the CIP prior to the public hearing. 
 
In the case of general obligation bonds, TSPLOST and SPLOST in the State of Georgia, an 
election is required. Through the election, the public clearly expresses its willingness to support a 
potential property tax increase or a sales tax levy. Even though voter approval is necessary in 
order for funds to be accessed through general obligation bonds TSPLOST or SPLOST, the 
public should be involved prior to the election so that input on the proposed improvements may 
be gathered. 
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CHAPTER 6 SUMMARY 
 
 

1. The availability of an appropriate funding source affects whether capital improvements 
and replacements will be included in the CIP budget. 
 

2. Common methods for funding capital improvements include pay-as-you-go, general 
obligation bonds, revenue bonds, SPLOST, TSPLOST grants, partnerships, impact fees, 
and fund balance. 
 

3. Pay-as-you-go funds capital improvements and replacements with current-year operating 
revenue. 
 

4. General obligation bonds are backed by the full faith and credit of the local government. 
 

5. The issuance of revenue bonds requires that the revenues generated from the 
improvement repay the debt. 
 

6. SPLOST is an optional 1 percent sales tax that local governments may request voters to 
approve in order to fund capital improvements. 

 
7. TSPLOST is an optional 1 percent sales tax available to local governments for 

transportation purposes. The two funding mechanism include a Regional TSPLOST and a 
Single County TSPLOST.  
 

8. Grants are a valuable funding option for services that are in demand and in compliance 
with the local government’s strategic plan. 
 

9. Partnerships appeal to local governments because the burden of services can be shared 
with another government or even a corporation.  
 

10. Local governments should adopt a policy that specifies levels of fund balance to be 
maintained and appropriate uses of excess fund balance. 
 

11. Legal restrictions, adopted policy, and public approval of the funding source can 
influence the final selection of a source. 
 

12. Legal limitations to capital improvement funding may be found in federal law, state code, 
or local code. 
 

13. Local governments should refer to all existing policies for restrictions on capital 
improvement funding, including budget policy, debt management policy, CIP policy, CIP 
financial policy, and reserve policy.  
 

14. Public opinion on the funding of capital improvements can be solicited in several ways, 
including public input sessions, public hearings, and elections. 
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CHAPTER 6 EXERCISES 
 
 
Acting as the CIP coordinator, select a funding method for the capital improvement request you 
created in chapter 4. Then list all of the factors that may affect the final selection of the funding 
option. (Exercise continues on following page.) 
 
Project Title: 
Project Description: 
Proposed Funding Method: 

Advantages: Disadvantages: 
 
 
 
 
 
 
 

 

Legal Limitations 
 

Federal: State: Local: 
 
 
 
 
 
 
 

  

Policy Guidelines 
 

Budget Policy Debt Policy CIP Policy CIP Financial 
Policy 

Reserve Policy 
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Public Approval 
 

Public Input: Public Hearing: Election: 
 
 
 
 
 
 

  

 
 
Circle the correct answer. 
 
 

1. The best funding option for a capital improvement should be determined by 
 
A. The department proposing the improvement. 
B. An evaluation of the benefits of the funding option and the legal limitations of the 

funding option. 
C. The surplus reserve available at the end of each fiscal year. 
D. The ability to impose user fees for the proposed improvement. 

 
2. An advantage of pay-as-you-go financing is 

 
A. Costs are supported by the user. 
B. Low interest costs. 
C. Costs are shared with another government. 
D. Low debt capacity. 

 
3. General obligation bonds are 

 
A. Backed by the full faith and credit of the local government. 
B. Supported by revenue generated from the improvement. 
C. Approved by a resolution of the local government. 
D. Required for any project with a useful life of 20 years or more. 

 
4. The issuance of revenue bonds requires that the revenues generated from the 

improvement 
 
A. Be sufficient to fund a defined percentage of operating costs resulting from the 

improvement. 
B. Repay the debt. 
C. Do not require users to pay a higher fee. 
D. Increase as user demand increase. 
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5. One of the legal restrictions of SPLOST is 
 
A. Revenue must be spent within six years of collection. 
B. Debt service reserve must be established. 
C. Counties and municipalities must meet to discuss projects. 
D. Local government must promote benefits of projects. 

 
6. One disadvantage of grants as a funding option is 

 
A. Restrictions can be imposed with grant funds. 
B. Costs can escalate while waiting for grant funding to be available. 
C. A user fee is required to match federal funding. 
D. Voter approval is required. 

 
7. According to the Georgia Constitution, intergovernmental agreements are limited to 

 
A. Parks and recreation facilities. 
B. Services that otherwise would not be provided to a local government. 
C. Services that have a delivery cost in excess of $100,000. 
D. A 50-year term. 

 
8. In Georgia, development impact fees can be imposed only if 

 
A. Growth in an area has exceeded 10 percent per year for two or more years. 
B. A development will increase user demand on a facility by more than 50 percent. 
C. The local government submits a comprehensive plan to the Georgia Department of 

Community Affairs and adopts an impact fee ordinance. 
D. The fees are approved by the public at a general election. 

 
9. A fund balance policy typically includes 

 
A. Guideline for a capital needs assessment. 
B. Minimum balance to be maintained and appropriate uses of fund balance. 
C. The schedule of fees required to maintain fund balance levels. 
D. The definition of useful life and minimum value for capital improvements. 

 
10. The final selection of a funding source is influenced by 

 
A. Legal restrictions, existing policies, and public opinion. 
B. The proposing department. 
C. The availability of grant funds. 
D. The level of demand for a service. 
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11. In Georgia, legal limitations on capital improvement funding options are imposed by 

 
A. Local code only. 
B. The Georgia Constitution. 
C. Federal law, state constitution, state code, and local code. 
D. Georgia Code. 

 
12. When evaluating funding options, the review of local government policies ensures that 

 
A. Policies do not conflict with each other. 
B. A proper fund balance is maintained. 
C. The requirements of the comprehensive plan have been met. 
D. The proposed capital improvements and the required funding align with the priorities 

of the elected governing authority. 
 

13. When considering SPLOST as a funding option, Georgia code requires 
 
A. Public work sessions in order to prioritize needs. 
B. A resolution of the governing authority followed by a general election. 
C. Public hearings prior to a general election. 
D. An opportunity for public input prior to a resolution of the governing authority. 

 
14. TSPLOST Funds can only be spent on which of the following purposes? 

 
A. Transportation 
B. Courthouse Renovations 
C. Parks 
D. Greenspace 

 
15.  The maximum amount of time that tax can be levied for TSPLOST is?  
 

A. Six Years 
B. Five Years 
C. Three Years 
D. Two Years 
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CHAPTER 7 
CAPITAL IMPROVEMENTS  
AFTER BUDGET ADOPTION 

 
 
After the CIP budget has been adopted, the improvements or replacements are no longer 
proposals. The projects now become reality. The activity turns from the evaluation and selection 
of a project to its execution. There needs to be a shift from the conceptual stage to actual 
progress. While the project manager coordinates the project plan for the capital improvement, the 
CIP coordinator and/or the designated budget officer needs to be prepared to work closely with 
the project manager to monitor the budget. 
 
 
LEARNING OBJECTIVES 
 
Upon completion of this chapter, the participant should be able to: 
 

• List the elements involved in managing the CIP 
 

• Determine when budget amendments are required 
 

• Describe how to manage CIP balances 
 
 
MANAGING CAPITAL IMPROVEMENTS 
 
Adoption of the CIP budget is the end of one process and the beginning of another. Before the 
budget is adopted, the improvement or replacement goes through several levels of evaluation, 
including the needs assessment, determination of conformance with the strategic plan and other 
policies, prioritization, and public input. For each improvement or replacement, a project 
manager is assigned, a project plan is developed, and constant monitoring takes place in order to 
guarantee progress. 
 
Like the operating budget, the CIP budget requires ongoing attention after adoption. Unlike the 
operating budget, however, the CIP budget may require a series of actions prior to spending. In 
most cases, the operating budget supports staff and services that already exist. The CIP budget 
supports improvements or replacements of facilities and infrastructure that require a period of 
preparation before they can begin, such as the following: 
  

• Identification of a project manager 
 

• Final definition of a project plan 
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• Development of a request for proposal (RFP) 
 

• Advertisement of the RFP 
 

• Evaluation of responses to the RFP 
 

• Selection of a contractor to execute the project 
 
Georgia Code requires local governments to follow some of these actions. The code specifically 
states that “all public works construction contracts subject to this chapter entered into by a 
governmental entity with private persons or entities shall be in writing and on file and available 
for public inspection.”1 Further, “[p]rior to entering into a public works construction contract . . . 
a governmental entity shall publicly advertise the contract opportunity.”2 Public works 
construction includes “the building, altering, repairing, improving, or demolishing of any public 
structure or building or other public improvements of any kind to any public real property.”3 
 
Project Manager 
 
Before work can proceed on a capital improvement or replacement, a project manager needs to 
be identified. Each local government has a different approach to managing capital improvements. 
Larger local governments may have an entire department or division assigned to project 
management, while smaller local governments may employ a contractor to manage a large 
project. Whether an entire department or a single contractor is dedicated to project management, 
the duties and responsibilities of the project manager are the same: implementing and executing 
CIP projects.  
 
The duties of the project manager include but are not limited to:  
 

• Develops CIP project plans, specifications and schedules 
 

• Oversees and inspects work performed by contractors 
 

• Reviews and approves construction documents, plans and reports 
 

• Assures project activities are in compliance with specifications and legal requirements 
 

• Tracks operational and financial status 
 

• Monitors project schedules and budget 
 

• Review and approve payment requests  
 

                                                           
1 Official Code of Georgia Annotated, §36-91-20 (a), accessed August 25, 2022.  
2 Official Code of Georgia Annotated, §36-91-20 (b)(1), accessed August 25, 2022.  
3 Official Code of Georgia Annotated, §36-91-2 (12), accessed August 25, 2022. 
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• Project utility location/relocation 

 
• Project communication, and close-out documentation 

 
 
Project Planning 
 
After the project manager has been identified, the project moves into the planning phase. It is the 
responsibility of the project manager to develop a plan that meets the approval of the governing 
authority. Plans that were developed as part of the evaluation process prior to budget adoption 
should be revisited and factors that may have been overlooked should be considered. The City of 
Pima, Arizona, for example, uses several checklists throughout the final planning stage. One 
checklist includes the following elements:4 
 

 Budget and schedule 
 

 Constructability/staging/access 
 

 Cultural resource issues 
 

 Design 

 Environmental issues 
 

 Hydrology issues 

 Intergovernmental agreements 
 

 Permitting 

 Public relations  Source of funds 
 

 Right-of-way/condemnation 
 

 Risk Assessment 

 Survey control  Sustainability issues 
 

 Utilities 
 

 

Clearly, coordination across departments is required. In addition, it may be necessary to work 
with other local governments, depending upon the nature of the improvement.  
 
After the design elements of the plan have been confirmed, it is essential that tasks, dates, and 
responsible parties be identified. In addition to establishing milestones and associated tasks, the 
project plan should include procedures for communication. The project plan should clearly 
identify the manager, all project team members, and communication expectations. In order to 
minimize delays, it is crucial that team members communicate. 
 
Project Evaluation 
 
As projects enter the implementation phase, progress should be continually monitored against the 
milestones that were established during the planning phase. The GFOA notes that “monitoring 
                                                           
4 Pima County Project Management Process, accessed August 25, 2022, 
www.pima.gov/cip/pmprocess/pmprocess.html  

http://www.pima.gov/cip/pmprocess/pmprocess.html
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the status of capital projects helps to ensure that projects progress as planned, problems (such as 
delays in key milestones and cost overruns) are identified early enough to take corrective action, 
funds are available when needed, and legal requirements are met.”5 
 
Project evaluation is not intended to be a simple budget checkpoint. Although spending within 
the adopted budget is a component of the evaluation, it should not be the only consideration. The 
progress of the project, any delays, and any required adjustments to the plan should be reported 
periodically. The report not only serves as a record of the work in progress but also can be a 
helpful reference for future projects. 
 
The Fulton County, Georgia, Department of Public Works issues a quarterly status report of 
transportation and water/sewer programs. The report includes a summary page for each current 
project. The summary includes a description of the project, a map or picture of the project, 
project status, contract information, project cost, and comments. Exhibit 7-1 is an example.6 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
5 Best Practices in Public Budgeting, Practice 11.5, accessed August 25, 2022, www.gfoa.org/services/nacslb  
6 Fulton County Department of Public Works, Transportation and Water/Sewer Programs Quarterly Status Report.  

http://www.gfoa.org/services/nacslb
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Exhibit 7-1: Intersection Improvement 
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AMENDING THE BUDGET 
 
Ideally, the adopted budget for a project is an accurate estimate of its total cost. However, there 
are many reasons why a CIP budget may need to be amended. A delay in construction or failure 
to include a project component can inflate the cost of the project. Whatever the reason for higher 
costs, proper procedures need to be followed for amending the budget.  
 
Georgia Code requires that “any increase in appropriation at the legal level of control of the local 
government, whether accomplished through a change in anticipated revenues in any fund or 
through a transfer of appropriations among departments, shall require the approval of the 
governing authority. Such amendment shall be adopted by ordinance or resolution.”7 This code 
section makes it necessary for the governing authority to approve any increase in the adopted 
budget. For example, if an additional appropriation is required in order to complete a capital 
project funded by fund balance, the governing authority must approve either the transfer of funds 
from another budget or the appropriation of surplus revenue. 
 
There are additional restrictions on budget amendment. The source of funding may determine the 
procedure for amending the budget. For example, SPLOST funds may be used only for projects 
adopted by resolution of the governing authority and election by the voters. If a project is 
deemed unnecessary or infeasible, the funds may not simply be transferred to another project or 
purpose. Georgia Code requires a four-step process for amending the SPLOST budget: 
 

1. Determination that previously approved projects are infeasible 
 

2. Adoption of resolution by the governing authority specifying the projects that are 
infeasible 

 
3. Adoption of resolution by the governing authority modifying uses of SPLOST proceeds 

 
4. Election by voters approving the modification of uses of SPLOST funds 

 
Cost Escalation 
 
One factor that can make it necessary to amend the budget is cost escalation, which is especially 
important to consider for projects included in later years of the budget. In order for the CIP 
budget to provide an accurate picture of future costs, not only current project costs but also cost 
escalation over a period of time need to be considered. 
 
For current-year projects, cost escalation should not be a factor because projects are approved 
and contracts awarded. For future-year projects, cost escalation needs to be included in the 
project budget in order to avoid costly amendments. Albemarle County, Virginia, anticipates 
“cost escalation . . . to occur between present year prices and the future year(s) when 

                                                           
7 Official Code of Georgia Annotated §36-81-3(d)(1), accessed August 25, 2022. 
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construction or acquisition is anticipated to occur. A yearly compounded inflation rate is used for 
all projects.”8  
 
Other local governments may consult data sources to determine a more precise approach to cost 
escalation. Montgomery County, Maryland, has used three methods to determine cost escalation: 
consumer price index (CPI) rates; composite construction, consumer, and land cost indices; and 
the Federal Highway Administration bid price index. Regardless of the method used, inclusion of 
an escalation factor in the initial budget can help prevent budget amendments. 
 
Change in Scope 
 
During the planning process that occurs after CIP budget adoption, the tasks necessary to 
complete a project as well as the timeline are identified. However, unanticipated factors can 
arise, causing a change in the scope of the project and possibly necessitating a budget 
amendment.  
 
A change in scope does not necessarily imply an expansion of the project. Scope may include the 
following: 
 

• The length of time needed to complete the project 
 

• Costs related to acquisition, site preparation, and construction 
 

• Limitations imposed by environmental, political, and social factors 
 

• Impacts of natural disasters 
 
Regardless of the reason for a change in scope, local governments should be careful to follow 
any relevant procedures. The Georgia Code section on public works, for example, allows for 
change orders: “Bid and contract documents may contain provisions authorizing the issuance of 
change orders, without the necessity of additional requests for bids or proposals, within the scope 
of the project when appropriate or necessary in the performance of the contract.”9 However, the 
Georgia Code section on budgets requires a resolution of the governing authority to increase the 
budget appropriation. To arrive at the proper procedure for handling a change in scope, the local 
government needs to reference several code sections. 
 
 
MANAGING CAPITAL IMPROVEMENT BALANCES 
 
The final consideration in the CIP budget is the disposal of any remaining balances. Inevitably, 
balances will remain at the end of some projects. The use of the balances depends on the source 
of funds. Some balances are readily available while other balances require a more rigorous 
approval process before they are accessible for other purposes. 
                                                           
8 County of Albemarle CIP Budget Manual, accessed August 25, 2022, 
https://www.albemarle.org/government/facilities-environmental-services/capital-projects  
9 Official Code of Georgia Annotated §36-91-20(e), August 25, 2022. 

https://www.albemarle.org/government/facilities-environmental-services/capital-projects
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In Georgia, the strictest requirements for use of excess funds apply to SPLOST balances. 
Georgia Code requires that excess SPLOST funds “be used solely for the purpose of reducing 
any indebtedness of the county.”10 The code further states that if the collections exceed the 
amount needed to pay indebtedness, the proceeds should be used to reduce the General Fund 
property taxes. Any use of the funds for projects other than those approved by voters is not 
permitted without a second election and voter approval. 
 
Although general obligation bonds also are approved through an election, balances are more 
readily accessible for other purposes. With a two-thirds majority vote of the governing authority, 
remaining bond funds can be spent “for purposes of a nature substantially similar to the purpose 
stated in [the bond] notice or to reduce the bonded indebtedness” of the local government.11 In 
addition to obtaining a majority vote of the governing authority, the local government is required 
to adopt and publish a resolution that includes “the reason the bond funds were not expended for 
the original purpose and . . . the purpose for which such funds will be expended.”12 
 
  

                                                           
10 Official Code of Georgia Annotated, §48-8-121(g)(2), accessed August 25, 2022. 
11 Official Code of Georgia Annotated, §36-82-4.2 (a), accessed August 25, 2022. 
12 Official Code of Georgia Annotated, §36-82-4.2 (b), accessed August 25, 2022. 
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CHAPTER 7 SUMMARY 
 
 

1. For each improvement or replacement, a project manager is assigned, a project plan is 
developed, and constant monitoring takes place in order to guarantee progress. 
 

2. The project manager is responsible for effectively planning and executing capital 
projects. 

 
3. The project plan should include the tasks, timeline, and responsible party for each aspect 

of a capital project. 
 

4. Project evaluation requires continual monitoring of progress against the milestones that 
were established during the planning phase. 

 
5. Georgia Code requires that any increase in budget appropriation be approved by 

resolution of the governing authority. 
 

6. The procedure to follow for amending the budget may be determined by the source of 
funding. 

 
7. In order for the CIP budget to provide an accurate picture of future costs, escalation of 

costs over a period of time needs to be considered. 
 

8. The scope of a project can change due to time constraints, higher costs, expanded 
purpose, or political limitations. 

 
9. The use of capital project balances depends on the source of the funds. 
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CHAPTER 7 EXERCISES 
 
Your group should select one member to present your project to the local government manager 
(class instructor). Remember you will be competing with other groups (or departments in real 
life) on your project being selected. Be sure to include why your project meets the criteria for 
inclusion and your recommended funding source.  
 
As a class you will vote regarding ranking of projects to be included in the next year’s budget. 
As part of this process, discuss what difficulties you might encounter in real life making these 
decisions.  
 
Circle the correct answer. 
 

 
1. After CIP adoption, each improvement or replacement requires 

 
A. A project manager, a project plan, and constant monitoring to guarantee adequate 

progress of the project. 
B. A budget amendment. 
C. A resolution of the governing authority for work to begin. 
D. Evaluation for compliance with federal regulations. 

 
2. Georgia Code requires that all public works construction contracts that exceed $100,000 

 
A. Be funded by current year revenues. 
B. Be funded by revenue bonds. 
C. Include at least one road project. 
D. Be in writing and on file and available for public inspection. 

 
3. The project manager is responsible for 

 
A. Submitting CIP projects for consideration. 
B. Conducting a needs assessment. 
C. Implementing and executing CIP projects. 
D. Revenue forecasting. 

 
4. The tasks, timelines, and parties responsible for completing tasks are included in 

 
A. The CIP budget. 
B. The project plan. 
C. Georgia Code. 
D. The policies and procedures of the local government. 

 
5. A project evaluation should be used to 

 
A. Assess the success of a project in meeting the needs of the public. 
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B. Ensure proper compliance with state code. 
C. Determine the effectiveness of the project manager. 
D. Monitor the status of projects and ensure the projects progress as planned. 

 
6. Georgia Code requires a resolution of the governing authority in order to 

 
A. Increase a budget appropriation at the legal level of control of the local government. 
B. Assign a CIP project design coordinator. 
C. Execute a project plan. 
D. Make CIP budget amendments. 

 
7. In Georgia, in order for SPLOST funds to be used for a purpose other than the purpose 

approved by voters, 
 
A. The governing authority must approve the new uses with a two-thirds majority vote. 
B. The project manager must submit project plans for the new projects. 
C. An election must be held in order for voters to approve the new projects. 
D. A public hearing must be held. 

 
8. Cost escalation acknowledges the need to 

 
A. Assume that prices will be higher than anticipated. 
B. Plan for future prices to be higher than current prices. 
C. Budget conservatively in order to maintain an adequate reserve. 
D. Pay higher prices for suitable contractors. 

 
9. When an environmental impact from a capital project requires additional mitigation, the 

following is required in order for the project to proceed: 
 
A. Voter approval  
B. Revised project plans 
C. A change in scope 
D. Additional levels of CIP review 

 
10. The use of remaining balances from CIP projects depends on 

 
A. The project manager’s discretion. 
B. The need to fund operating expenditures that result from the new project. 
C. The availability of fund balance to fund projects that were identified in the needs 

assessment but not funded in the CIP budget. 
D. The source of the funds. 
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Acting as the project manager, develop a plan for implementing a capital project for your local 
government. Some suggested topics for inclusion in your plan follow. (Exercise continues on 
following page.) 
 

• Project phases: land acquisition, site preparation, design, construction 
• Design issues: federal, state or local requirements for project design 
• Permitting: land use, zoning, building, electrical, fire safety, elevators 
• Right-of-way/condemnation: land access for construction, utility access for construction, 

legal proceedings for land acquisition 
• Utilities: electrical, water or communications infrastructure for project 
• Intergovernmental agreements: federal, state, or local agreements required by grants or 

service delivery plans 
• Political/social issues: cost, location or size of project, population served by project 
• Environmental/hydrology issues: erosion, flooding, water quality, habitat disruption 
• Public relations plan: communicating project purpose, progress or delays 

 
 
Project Title: 

Project Description: 

Funding Method: 

Project Phase Start Date Finish Date Cost Responsible 
Party 
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Design Issues: 
 
 
 

Permitting: 
 
 
 

Right-of-Way/Condemnation: 
 

Utilities: 
 
 
 

Intergovernmental Agreements: 
 
 
 

Political/Social Issues: 
 
 
 

Environmental/Hydrology Issues: 
 
 
 

Public Relations Plan: 
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