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CIP Overview

Chapter 1

55

Learning Objectives

At the end of this chapter, you should be able to:

Recall the definition of a capital improvement plan 

Describe state and local laws related to CIP 

Distinguish types of capital

66

Biggest Challenges? – Breakout Room 10 Minutes 

Small group discussion…

What are some of your biggest challenges when it comes to capital and 
capital budgeting?

Be prepared to share!
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CIP = Capital Improvement Program
A long term plan for capital expenditures

Dollar amounts of projects included in plan may vary by 
government

Time period covered by plan may vary by government

Overall, CIP is plan important to the future of the 
government

88

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”

99

Tempe, Arizona

“The CIP is a five-year financial plan 
for the acquisition, construction, 
expansion, or rehabilitation of 

infrastructure and capital assets”
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Fairfax County, Virginia
The CIP is “the County’s five year 
roadmap for creating, maintaining 
and funding present and future 
infrastructure requirements”

1111

Why a CIP?
• Plans for major expenditures on 

a regular basis

• Helps prioritize projects since 
funding is typically not available 
for all projects at one time

1212

Why a CIP?
Requires local governments to plan beyond the current 
year to provide the desired benefit to the local 
government

Encourages interdepartmental collaboration regarding 
planned projects
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Capital vs. Operating

Capital 
Budget

• Non-recurring
• One time expenditures
• Expanding road ways
• Construction of new 

pool
• Construction of new 

courthouse

Operating 
Budget

• Recurring
• Daily operations
• Mowing right of way
• Maintenance of city 

pool
• Transport of prisoners 

to court

1414

• Guidelines vary by state
• Most state codes require capital projects to be included in the budget 

ordinance that adopts the annual budget

State Law Governing CIP

• Bonds are a typical funding source for CIP projects
Georgia requires election for general obligation bond issue
Minnesota requires 3/5 board approval for bonds issued for approved 
capital improvements

1515

• Requires a “project length balanced budget for each capital project 
fund”

• Requires a contract for public works construction that exceeds 
$100,000

Georgia Code and CIP
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County board must consider: 

• Condition of the county's existing infrastructure, including the projected 
need for repair or replacement;

• Likely demand for the improvement;

• Estimated cost of the improvement;

Minnesota Example

1717

• Available public resources;

• Level of overlapping debt in the county;

• Relative benefits and costs of alternative uses of the funds;

• Operating costs of the proposed improvements; and

• Alternatives for providing services more efficiently through shared 
facilities with other counties or local government units.”

Minnesota Example

1818

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

• A forecast of the future needs for such capital facilities;

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

Washington Code and CIP
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Washington Code and CIP
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

A requirement to reassess the land use element if 
projected funding falls short of meeting existing needs.

2020

Examples of Local Statute

• requires submittal of a capital budget

DeKalb County, Georgia

• requires submittal of a capital budget

Falls Church, Virginia 

• requires sales of property and property damages 
reimbursements be reserved for the capital budget

Urbana, Illinois 

• requires a committee review of the capital budget

St. Paul, Minnesota 

2121

• Items with a significant cost

• Items with a long useful life

• City of Conyers, Georgia 
In general, capital items should have a useful life of at least five years and an 
acquisition cost of $5,000 or more

• Size of government influences threshold 

What is included in CIP?
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What is included in CIP?

Capital assets which require improvement or replacement

Capital projects which are new infrastructure

Examples include land, buildings, equipment or vehicles

Discussion: What type of assets do you 
include in your CIP?

2323

Cobb County 
Includes continual upgrade of computer hardware in the 
CIP 

Average replacement cost of an individual workstation 
does not exceed the $25,000 minimum cost for inclusion 
in the CIP, the collective purchase of replacement 
technology exceeds the threshold

2424

GFOA definition 

Capital Assets

Facilities, equipment and land owned by the local 
government 

Items enable delivery of services 

Need to be maintained to deliver services 
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Capital Projects

New infrastructure planned by local government

Projects deliver services in the future

Inception to completion can be 3 – 5 years

2626

Examples of capital projects include:

• Construction of a new road 

• Acquisition of parkland 

• Construction of a new police precinct

Capital Projects

2727

1. Engineering and design 

2. Purchase of land required for the project   

3. Site preparation

4. Construction 

5. Acquisition of equipment required for operation of the new facility

Capital Project Development Steps
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Chapter 1 Exercise

2929

CIP and the Local Government 
Budget System
Chapter 2

3030

At the end of this chapter, you should be able to:

Learning Objectives

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
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Relationship of Operating and CIP

Operating
• Annual budget
• Adopted annually
• Daily operations of the 

local government
• Includes revenues and 

expenditures for the 
fiscal year 

• Funds service delivery

Capital
• Five to six year plan
• Adjusted annually
• Major expenditures of 

the local government
• Plan for identifying 

future spending needs

3232

• Process by which all major expenditure needs are identified, not 
necessarily funded

• After expenditures have been identified, select which projects will be 
included in the annual capital budget

• CIP is not a budget, rather it is a plan

• Capital budget is developed from CIP

CIP

3333

Considers

• Strategic plan and other policies

• Input from different organizations within the local government

• Public comment and rigorous evaluation

• Impact of capital expenditures on the operating budget

CIP Process
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• Long term plan

• Provides a focus for development of CIP

• Strategic plan defines core values

• Clear picture of the priorities of the government

• Plan of action for achieving desired results

1         2         3         4         5 

Strategic Plan

3535

King County Example
Strategic plan - safety and justice priorities

CIP should include expenditures for how the 
County will attain these priorities

3636

Strategic Plan Activity
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Budget policy provides plan of action for 

strategic plan!

Budget Policy

SHOULD NOT CONTRADICT GOALS OF 
STRATEGIC PLAN!

3838

King County Budget Policy

Invest for the Long-Term 

Continue to strengthen 
financial management
Improve County operations

Focus on employee 
engagement

3939

Components of a CIP Policy

• (for example, a five year plan)

Definition of the time horizon 

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

Definition of major expenditure

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

Definition of useful life 

Direction regarding spending priorities

Details of evaluation process
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CIP Policy

City of  Suwanee, GA 

“A Capital Improvement Program 
(CIP) covering a five-year period 
will be developed, reviewed and 

updated annually. To be 
considered in the CIP, a project 

must have an estimated cost of at 
least $10,000 in one of the fiscal 

years of the project. “                             

4141

“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, will 
not be considered within the CIP”

City of  Suwanee, GA 

4242

Evaluation process includes:
City of  Suwanee, GA 

Identification of the estimated costs and 
potential funding sources for projects

Evaluation of ongoing operating costs related to 
the capital addition
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Suwanee Evaluation Criteria
It is a mandatory project

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

4444

Suwanee Evaluation Criteria
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

4545

Suwanee Evaluation Criteria
Project implementation is feasible

It is not harmful to the environment

It conforms to and/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



1/6/2023

16

4646

CIP Financial Policy

Includes details about how  to finance 
major expenditures 

Considers state code

Considers local code

Identifies sources of available 
revenue

Defines restrictions on sources of 
revenue

Specifies debt limitations

4747

Fayette County

4848

Capital Replacement Schedule

Brings attention to the need for 
maintenance of existing infrastructure

Encourages regular replacement and 
maintenance of assets

Commits regular funding to the 
replacement and maintenance of assets 
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Capital replacement schedule definition:

Cobb County, Georgia

“The Capital Replacement Schedule (CRS) is 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.“

5050

CHAPTER 2 EXERCISE

5151

The CIP Process

Chapter 3
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At the end of this chapter, you should be able to: 

Learning Objectives

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

Restate the purpose of a capital needs assessment

5353

Set of procedures used by the local government to develop the CIP

CIP Process Defined

5454

Elements of the CIP Process
Identification of individual responsible for coordinating the 
process
Development of CIP calendar

Determination of participants in the process

Development of CIP forms

Door County, Wisconsin example page 3-3
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Capital Needs Consideration

Consideration of existing planning 
documents
Assessment of capital needs 

Prioritization of capital needs

5656

All planning documents should be reviewed to determine future service 
delivery requirements prior to embarking on the CIP planning process

Planning Vision

5757

City of Gainesville 
Planning Vision

“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.”
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Planning Vision

Paulding County

The Paulding County Comprehensive Transportation 
Plan “was initiated in response to concerns of elected 
officials and the general public regarding recent and 

anticipated future growth and increase in traffic 
congestion.”

5959

Planning Documents
Review documents for future 
service delivery plans

Make note of plans requiring 
capital investment

Make certain CIP plan does not 
conflict with planning documents

6060

Gwinnett County

“projects included in the Capital 
Improvement Program should be based on 
investments called for by master plans 
that have been formally reviewed and 
adopted by the Board of Commissioners..”
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Comprehensive Plan

State law, through the 
Georgia Department of 

Community Affairs (DCA) 
requires each county or 

municipality to prepare a 20 
year comprehensive plan 
according to the planning 

requirements set up by the 
Department. 

6262

Comprehensive Plan

“In order to maintain 
qualified local government 
certification, and thereby 
remain eligible for several 

state funding and permitting 
programs, each local 

government must prepare, 
adopt, maintain, and 

implement a comprehensive 
plan that meets these 

planning requirements.”
(Local Planning 

Requirements, DCA)

6363

Comprehensive Plan
Focused primarily on the future 
development patterns of counties and 
municipalities

Comprehensive plan should include:

“implementation measures to achieve the 
desired development patterns for the 
area, including . . . public investments 
and infrastructure improvements.”
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Whitfield County Comprehensive Plan 
Pursue greenspace preservation/acquisition opportunities 
and development of connected greenways

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

Bridges and culvert installation

6565

The plan must include:

Comprehensive Plan

A community assessment

A community participation 
program
A community agenda

https://www.dca.ga.gov/node/1962/documents/2088

6666

Community Agenda

“[t]he purpose of the Community Agenda 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.”
(Local Planning Requirements, DCA)
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Capital Asset Policy, Fulton County, Georgia

• 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. 

Capital Needs Assessment

6868

• 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.

Capital Needs Assessment

6969

Capital Needs Assessment

Capital asset policy starting point 

Requires the inventory of assets as defined by the 
capital asset policy
Evaluates the condition of assets

Determines necessary maintenance of assets
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Capital Asset Inventory

Buildings

Waterlines

Roadways

Bridges

Structures +
Vehicles

Land

Sewer lines Utilities

Equipment

7171

Asset Details
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

Description – a clear statement of the asset 
so it is easily identifiable

7272

Asset Details

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
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Managing the Assessment
CIP coordinator must rely on the expertise 
of departments to provide the essential 
information for each capital asset
Experiential knowledge in departments 
leads to the most valuable information 
regarding capital assets

7474

Evaluation of Assets
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?

7575

Evaluation of Assets
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
Requires a discussion about the service provided by the 
capital asset

Capital needs begin to emerge as the assessment considers 
the direction of the strategic plan
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CHAPTER 3 EXERCISE

7777

Capital Improvement Requests
Chapter 4

7878

Learning Objectives
At the end of this chapter, you should be able to:

List the components of a department CIP request including: 

project description, purpose, and history

funding requirement

operating impact

Recall the reasons for public input

Summarize the role of decision makers
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Department Requests
Departments should decide how to proceed with information obtained 
from the assessment

Capital improvement

Capital assets not meeting needs

Capital assets retired or replaced

8080

Disposition of Assets

Discussion: What do you do with your 
old stuff?

8181

Capital Improvement Requests
Project description
Project purpose
Project history
Funding requirement
Operating impact
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Project Description
Departments must provide a description of 
the proposed project or capital improvement

Include:

Land or land preparation

Planning or design

Construction

Equipment

8383

Project Description Example 4-3

D
E
S
C
R
I
P
T
I
O
N

8484

Project Purpose

Justifies the need for a capital 
improvement
Emerges during the capital 
needs assessment
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Project Purpose Example

P
U
R
P
O
S
E

8686

Project History
Background information on a project may include:

Demographic – an aging population

Land use – changes in residential density

Redevelopment – conversion of blighted areas

Infrastructure – changes in technology and materials

8787

Fairfax County, Virginia
New construction and expansion of several fire 
stations

New construction is needed to address continued 
growth in commercial and residential areas that 
impacts fire and rescue response times

City of Olathe, Kansas example page 4-5
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Funding Requirement
Details the cost of the improvement

Identifies sources of revenue to fund the 
improvement

Identifies cost escalation due to inflation, 
City of Olathe, Kansas streetscape project

8989

Operating Impact
Statement about how the capital 
improvement will affect the daily operations 
and budget of the local government

Construction of a new facility, additional 
annual operating expenditures

Expenditures absorbed by additional 
revenues or decreases in existing 
expenditures

9090

Operating Impact
The CIP impact on the operating budget may include:

Staffing requirements
Maintenance
Utilities
Supplies 
Equipment
Professional services
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Operating Impact
Possibility of decreases in operating costs or even newly 
generated revenue

Example, an improvement that adds fuel alternative vehicles 
to the fleet may decrease the amount of fuel purchased by the 
local government or
new facility may lead to revenue that can offset some of the 
operating impact of the improvement

9292

State and local codes different requirements for public input

State of Georgia, code does not require involvement of the public until the 
budget is submitted to governing authority

Code requires public to provide input on budget but does not require input 
in development

Public Input

9393

Public Input
Focus groups
Planning sessions 
Hearings 
Surveys
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Role of Decision Makers

Governing 
Authority

• Defines priorities 
through strategic plan

• Conducts public 
hearings

• Adopts budget

Appointed 
Manager

• Guides process
• Reviews requests
• Shapes requests to 

meet direction of 
governing authority

9595

Budget Calendar

Page 4-8

City of Conyers

9696

Future Service Levels
Determined by strategic plan 
of governing authority
Demanded by the public

Required by future growth 
trends
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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 

Plan acknowledges the need for steps to implement the plan

Gwinnett County

9898

Financial Feasibility
Restricted by state and local code

Guided by local policy 

Influenced by the will of the governing authority

Determined by the public and elections

9999

Special Purpose Local Option Sales Tax (SPLOST)
Requires referendum 

General Obligation Debt (GO)
Requires referendum 
Lack of support by the governing authority for referendum will result in 
SPLOST and/or GO debt proceeds not being available to fund capital 
projects

Georgia Funding
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CHAPTER 4 EXERCISE

101101

Capital Improvements in the 
Budget
Chapter 5

102102

Learning Objectives
At the end of this chapter, you 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
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Selection of Capital Improvements
Capital improvements and replacements 
identified through needs assessment and 
department request process may exceed 
the available funding
CIP coordinator develops and facilitates a 
selection process that helps identify the 
improvements and replacements to 
include in the CIP budget

104104

• Factors that help select capital improvements for inclusion in the 
budget:

• Alignment to strategic plan

• Consistent with budget policy

Selecting Capital Improvements

105105

Selecting Capital Improvements
Needs assessment previously performed did 
not compare the value or usefulness of assets 
to each other
Selecting capital improvements for inclusion 
in the CIP budget, involves comparison of 
improvements and replacements
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“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.”

City of Conyers, Georgia

107107

Prioritization Process
Different methods are used to systematically 
evaluate each proposed improvement and 
replacement
Prioritization process requires the local 
government to consider the relative value of 
each proposed improvement and replacement

108108

City of Gainesville, Georgia
 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 benefits from the proposed project?

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

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

 Interjurisdictional effects: What are the effects of the project on interjurisdictional relationships?
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Prioritization Process Example
City of Gainesville, Georgia
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.

110110

Prioritization Process Example
City of Gainesville, Georgia

Compares capital projects in order to determine the maximum 
benefit to the city according to the established criteria

Relative need or benefit to the city would not be apparent 
without the prioritization process

Essential projects are identified and available funds can be 
assigned to the projects that meet the criteria established by 
the city

111111

Evaluation Matrices
Another method used by many local 
governments to establish priorities for the CIP 
budget
Each project is evaluated using the same 
criteria

Each criterion has a possible point value, 
which may vary based on its importance
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City of Suwanee, Georgia
Uses an evaluation matrix, which “allows for 
an objective and consistent evaluation and 
scoring process”

Committee reviews each project using a 
scoring matrix indicating the extent to which 
the project correlates to a set of criteria

113113

City of Suwanee, Georgia – Page 5-5

114114

Evaluation Matrices
Scoring matrix provides consistency in 
terms of evaluation criteria and 
awarding of points for meeting criteria

Scoring matrix still requires a 
subjective evaluation to determine the 
points to assign for meeting criteria
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Committee Review
Reviews department ranking of 
projects
Provides an opportunity for 
departments to present projects
Conducts a formal review such 
as an evaluation matrix

116116

City of Gainesville, Georgia
Both a committee and the department were required to 
assign a ranking to each project

Committee has the opportunity to better understand the 
benefits of the project as conceived by the department

Committee may 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

117117

Committee Review
Committee review typically involves ~ 

City or county manager 

Finance director 

Other department managers

Members of the community
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CIP Citizens Committee

City of Avondale, Arizona

“charged with the 
responsibility of reviewing 
the capital improvement 
plan (CIP) and [making] 
recommendations to the 
City Council regarding the 
projects included therein.”

119119

“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.”

Garden City, Kansas

120120

Technology and Evaluation
Use of technology in the development 
of the CIP can facilitate the evaluation 
of proposed capital projects

Geographic information systems (GIS)
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“computer system capable of capturing, storing, analyzing, and displaying 
geographically referenced information; that is, data identified according to 
location”

GIS
DEFINITION: 

122122

GIS
Many local governments use GIS for 
mapping property boundaries, assessed 
values, and election districts

GIS can be used to help with the evaluation 
process provided that the proper data are 
available and included in the GIS database

123123

GIS
Provides inventory of local government 
infrastructure 
Provides relationship information

Combines physical location with 
characteristics
Integrates layers of data to consider 
many factors of proposed projects
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Bernalillo County, New Mexico
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

125125

Bernalillo County, New Mexico
Ranking system based on project attributes, 
including the following:

Public safety

Public health

Economic development and quality of life

Service delivery

126126

Bernalillo County, New Mexico
Each attribute was assigned a 
range of points and a weight based 
on its importance

The data and the evaluation criteria 
were used to calculate an objective 
score for project selection



1/6/2023

43

127127

CIP Budget Document
Includes:

A list of proposed capital projects 
(both funded and unfunded)
A description of each proposed 
capital project

128128

CIP Budget Document
Includes:

Timeframe for completing the project

Funding required for the project

Source of funding for the project

129129

CIP Budget Document
Inclusion of both funded and unfunded 
projects in the budget document reflects two 
things:
All of the projects identified through the 
needs assessment and the department 
requests
Choices made in developing a list of priorities 
for the CIP budget
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Gwinnett County, Georgia

131131

CIP Adoption Process
CIP Budget document should include

Mission statement
Strategic plan
Budget policy
Budget calendar
Capital needs assessment
Evaluation method

132132

City of Albany, Georgia
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City of Newnan, Georgia

134134

Project Time Frame

Include project timeline 

Provide a project completion date

Document the total cost over the life of the project

135135

Georgia Code Section 36-81-3, “the 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”

Project Time Frame
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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

Project Time Frame

137137

City of Suwanee, Georgia

138138

Financial Plan
Plan for funding capital improvements and 
replacements

Addresses the practical use of a variety of funding 
sources as well as their limitations or restrictions

Funding source for each capital project should be 
clearly indicated in the budget document
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The city defines pay-as-you-go financing as “a method of financing capital 
projects with current revenues paying cash instead of borrowing against 
future revenues”

City of Conyers, Georgia

140140

City of Suwanee, Georgia

141141

Budget Adoption
Projects selected

Funding source identified

State or local code referenced for 
adoption guidelines
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• “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.” 

Georgia Code Section 36-81-6 

143143

Gwinnett County, Georgia
Chairman must “submit to the Board of 
Commissioners, not later than December 1, a 
budget for the ensuing year; and, 
The Board must then adopt an operating 
budget, at its first meeting in January for that 
fiscal year.”

144144

CHAPTER 5 EXERCISE
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Paying For Capital Improvements

Chapter 6

146146

Learning Objectives
At the end of this chapter, you should be able 
to:
Define the funding options for CIP, as well as 
advantages and disadvantages of each option
Identify appropriate funding sources

147147

Typical Funding Methods
Pay As You Go
General Obligation Bonds
Revenue Bonds
SPLOST
TSPLOST 
Grants
Partnerships
Impact Fees
Fund Balance
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Typical Funding Methods
Responsibility of the CIP coordinator 
to: 
Provide a list of funding options

Describe associated benefits of the 
funding options
Explain any legal restrictions of the 
funding options

149149

Typical Funding Methods
Responsibility of the elected 
governing authority to:

select funding options that 
meet service demands and 
public approval

150150

Evaluating the Funding Source
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?
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Important for local government to reference the following for guidance on 
selection of the funding option

Evaluating the Funding Source

 Strategic plan 
 Budget policy 
 Financial plan

152152

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

153153

Pay As You Go

Least complex of the funding options 

Project is executed as funds are available

Source of revenue from current-year 
revenue collections, including property 
taxes
Dependent on adequate revenue to fund 
operations, reserves, and capital in a fiscal 
year
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Pay As You Go

Some capital improvements 
and replacements may be 
too costly to fund from 
annual revenues

155155

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 

 

156156

General Obligation Bonds
Backed by the full faith and 
credit of the local 
government
Local government is 
committed to raising taxes as 
necessary to repay the debt
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Georgia Constitution 

“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 sufficient in amount 
to pay the principal and interest 
of said debt within 30 years 
from the incurring of such 
bonded indebtedness.”

158158

General Obligation Bonds (GO)

Debt repayment does impact 
the tax rate

Designating a portion of the 
tax rate to repay the debt is 
the most common approach

159159

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.”



1/6/2023

54

160160

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 

 

161161

Georgia Code

“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 whole or in 
part, the cost of the acquisition, 
construction, reconstruction, 
improvement, betterment, or 
extension of any undertaking.”

162162

Revenue Producing Projects
Tunnels
Bridges
Highways
Airports
Plants
Parks
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GO vs Revenue Bonds

GO Bonds

• GO bonds require voter 
approval

• Require sufficient taxes 
to repay debt

Revenue 
Bonds

• Revenue bonds only 
require resolution by 
governing authority

• Revenues from 
improvement repays 
debt

164164

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 

 

165165

Georgia Code
Section 48-8-111(b) allows each of the 159 counties 
to “impose within the special district a 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.”
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SPLOST
Requires voter approval

Alternative to property tax and debt

Allows collection of revenue from those who make 
purchases in a county
Residents and visitors to share the cost of infrastructure 
improvements

167167

Roads, streets, bridges, or sidewalks

Courthouses, administrative buildings, civic centers, 
libraries, or jails
Certain solid waste facilities

Cultural, recreational, or historical facilities

Allowable SPLOST Projects

168168

Allowable SPLOST Projects

Water and sewer projects

Transportation facilities, including mass transit, 
railroad, and harbor improvements
Hospital facilities
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SPLOST Timing
“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.”

Collected for a maximum of six years

170170

SPLOST Disadvantage
Many facilities and infrastructure 
are constructed simultaneously

Requires increased operating 
costs

SPLOST funds cannot be used to 
fund operating costs

171171

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” 
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TSPLOST – Page 6-7
Transportation Special Purpose Local Option Sales 
Tax (TSPLOST)
• Provides a funding alternative for Georgia local 

governments to meet transportation needs 
through two mechanisms, a Regional TSPLOST 
(2010) and a Single County TSPLOST (2015)

• Both require voter approval
• Collected for a maximum of five years
• Can only be used for “Transportation Purposes”

173173

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 

 

174174

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.”

“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.”
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Grants
Do not require a property 
tax rate or user fee
Do not require the 
imposition of a sales tax

176176

Grants

Community Development Block Grant (CDBG) funds 
are one of the most common federal grants
Restrictions

Low-moderate income recipients

Address blight

Meet urgent needs that affect health and welfare       
of community

177177

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 
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Partnerships
Evolve as a result of:

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

179179

City of Cle Ellum and Kittitas County, 
Washington
Partnered to develop a skate park

City had a park facility but lacked development funds

County had development funds but lacked a park facility to 
provide the service
Partnering, the city and county were able to combine 
resources and meet a recreation demand

180180

Private Partnerships
Formed in order to provide a service rather than develop 
infrastructure

Public partner retains ownership of any assets, whether they are 
roads, parks, wastewater treatment plants, etc., and makes all 
financial decisions regarding investments, and rates and fees
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Private Partnerships
Private partner or partners are service 
contractors, operating, maintaining and 
managing the assets and services on the 
community’s behalf

182182

City of Chicago
Unique arrangement with a private corporation for the 
operation and maintenance of the Chicago Skyway Bridge

Skyway Concession Company, LLC (SCC) assumed operations 
on the Skyway with a 99 year operating lease that gave the 
City of Chicago a $1.83 billion dollar cash infusion

183183

City of Chicago
SCC is responsible for all operating and 
maintenance costs of the Skyway but has the 
right to all toll and concession revenue.

Agreement between SCC and the City of Chicago 
was the first privatization of an existing toll road 
anywhere in the United States
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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 

 

185185

Impact Fees
Local governments are required to submit a 
comprehensive plan to the Georgia Department of 
Community Affairs and adopt an impact fee ordinance

Comprehensive plan must include a capital 
improvements element that “ensure(s) sound fiscal 
planning for capital improvements.”

186186

Impact Fees
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
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Seven categories of capital improvements (continued): 

• 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

• Public safety facilities, including police, fire, 
emergency medical, and rescue facilities

• Libraries and related facilities

Impact Fees

188188

Forsyth County charges Impact Fees on 
residential buildings for the following 
categories:

Roads
Parks 
Library
Public Safety 
Non-residential buildings are charged 
for
Public Safety

Forsyth County, Georgia

189189

• Some local governments have elected not to impose impact fees
Fear the perception of being unfriendly to developers

Impact Fees
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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 

 

191191

• Current assets less current liabilities

• Local governments in Georgia are not required by law to maintain a set 
level of fund balance

• Many local governments adopt a policy that specifies levels of fund 
balance to be maintained and appropriate uses of excess fund balance

Fund Balance

192192

GFOA recommends, “at a minimum, that general-purpose governments, 
regardless of 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”

Fund Balance Policy



1/6/2023

65

193193

• Similar to pay-as-you-go

• Assumes the availability of cash

• Pay-as-you-go assumes that current-year revenues are available

• Fund balance may be accumulated over several fiscal years in order to 
fund an improvement

Fund Balance

194194

• Alternative purchase methods that may expedite capital improvements 
or replacements should be considered

• Typically used for acquisition of equipment

• Allows a local government to contract with a vendor to purchase 
equipment over a period of time

Lease/Purchase Agreements

195195

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”

Lease/Purchase Agreements
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Georgia Code Restrictions

1.  Similar to the restrictions imposed by 
Internal Revenue Service rules

2.  Contract ends when the local government 
no longer appropriates funding for the 
contract

3.  Contract does not constitute a debt of the 
local government

197197

Advantages

Lease/Purchase Agreements
Not a funding source, but a purchasing method

Disadvantages

• A variety of projects can 
be funded without 
incurring voter approved 
debt

• Allows a flexible financing 
structure

• Purchase of equipment is 
not limited by availability 
of current year revenue

• Avoids depletion of 
reserves

•Potential to pay more for 
capital improvements due to 
financing rates

•Premature termination of 
contract forfeits the asset and 
the payments made to date

198198

Appropriate funding source more readily identifiable once a local 
government understands the funding options

Examples:
general obligation bonds might be more appropriate for funding the construction 
of a police precinct
Purchasing replacement vehicles might be more appropriately funded on a pay-
as-you-go basis

Selecting the Funding
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Selecting the Funding

200200

• Federal IRS rules

• State code and constitution

• Local code

Legal Limitations

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

201201

“[c]ouncil action shall 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.”

City of Atlanta, Georgia
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• Restricts 
expenditures and requirements for spending the bond proceeds
“transfer [of] benefits of tax-exempt financing to nongovernmental persons”

• Improvement “will be used by the governmental entity for its own 
purposes and the bond-financed property will be owned by the 
governmental unit”

IRS

203203

• Policies help evaluate capital improvements

• Review all policies for funding limitations

• Policies help identify appropriate funding

• Review ensures alignment with priorities of governing authority

Policy Guidelines

204204

• Public disapproval can limit the use of a funding option

• Public may be opposed to a funding source due to the potential for 
increased taxes or user fees

Public Acceptance
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To gauge acceptability of funding, involve the public through:

• Public input sessions

• Public hearings

• Elections

Public Acceptance

206206

CHAPTER 6 EXERCISE

207207

Capital Improvements After Budget 
Adoption
Chapter 7
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At the end of this chapter, you should be able to:

• List the elements involved in managing the CIP

• Determine when budget amendments are require

• Describe how to manage CIP balances

Learning Objectives

209209

• Adoption of the CIP budget is the end of one process and the 
beginning of another

• 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

Managing Capital Improvements

210210

• CIP budget may require a series of actions prior to spending

• The CIP budget supports improvements or replacements of facilities 
and infrastructure that require a period of preparation before they can 
begin

Managing Capital Improvements
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• Identification of a project manager

• Final definition of a project plan

• 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

Preparation Steps 

212212

Responsibilities can include:

• 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

Project Manager

213213

“all public works construction contracts entered into by a governmental 
entity with private persons or entities shall be in writing and on file and 
available for public inspection
“prior to entering into a public works construction contract . . . a 
governmental entity shall publicly advertise the contract opportunity”

Georgia Code
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DEFINITION: 

“Building, altering, repairing, improving, or demolishing of any public 
structure or building or other public improvements of any kind to any public 
real property”

Public Works Construction

215215

• Larger local governments may have an entire department or division 
assigned to project management

• Smaller local governments may employ a contractor to manage a large 
project

Project Manager

216216

• 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

Project Planning
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• Budget and schedule
• Constructability/staging/access
• Cultural resource issues
• Design
• Environmental issues
• Hydrology issues
• Intergovernmental 

agreements

City of Pima, Arizona Checklist
• Permitting
• Public relations
• Source of funds
• Right-of-

way/condemnation
• Risk assessment
• Survey control
• Sustainability issues
• Utilities

218218

• Coordination across departments is required

• May be necessary to work with other local governments, depending 
upon the nature of the improvement

Project Planning

219219

Planning Tasks:

• Finalize plan design elements

• Develop list of tasks

• Identify responsible parties

• Set deadlines

• Establish communication procedures

Project Planning
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• Monitors the status of capital projects

• Reviews the progress of capital projects

• Identifies delays or cost over runs

• Provides opportunity to make adjustments

• Ensures availability of funding when needed

• Confirms legal requirements are met 

Project Evaluation

221221

“monitoring 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”

GFOA

222222

Department of Public Works

• Issues a quarterly status report of transportation and water/sewer 
programs

• Includes a summary page for each current project

• Includes a description of the project, a map or picture of the project, 
project status, contract information, project cost, and comments

Fulton County, Georgia
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Fulton County, Georgia, page 7-5

224224

• Delays in construction or failure to include a project component can 
inflate the cost of the project

• Proper procedures need to be followed for amending the budget

Amending the Budget

225225

“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.”

Georgia Code
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Any additional appropriation necessary in order to complete a capital 
project funded by fund balance must be approved by the governing 
authority by either transferring of funds from another budget or the 
appropriation of surplus revenue

Amending the Budget

227227

• Source of funding may determine the procedure for amending the 
budget

• SPLOST funds may be used only for  projects adopted by resolution of 
the governing authority and election by the voters

• Project deemed unnecessary or infeasible, the funds may not simply be 
transferred to another project or purpose

Amending the Budget

228228

Georgia Code requires a four-step process for amending the SPLOST 
budget:

• Determination that previously approved projects are 
infeasible

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

• Adoption of resolution by the governing authority 
modifying uses of SPLOST proceeds

• Election by voters approving the modification of uses 
of SPLOST funds

Amending the Budget
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• Applies to future year projects

• To provide accurate picture of future costs, not only current project 
costs but also cost escalation over a period of time need to be 
considered

• Inclusion in project budget avoids costly amendments

Cost Escalation

230230

“cost escalation . . . to occur between present year prices and the future year(s) 
when construction or acquisition is anticipated to occur. A yearly 5% 
compounded inflation rate is used for all projects.”

Albemarle County, Virginia

231231

Uses three methods to determine cost escalation: 

• Consumer price index (CPI) rates

• Composite construction, consumer, and land cost indices

• Federal Highway Administration bid price index

Montgomery County, Maryland
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• 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

• Local governments should be careful to follow any 
relevant procedures

Change in Scope

233233

• The length of time to complete the project

• Costs such as acquisition, site preparation and construction

• Limitations such as environmental, political and social

• Impacts of natural disasters

Change in Scope

234234

“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.”

Georgia Code, Public Works
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• Requires a resolution of the governing authority to increase the budget 
appropriation

• Local government needs to reference several code sections to arrive at 
the proper procedure for handling a change in scope

Georgia Code

236236

• Final consideration in the CIP budget is the disposal of any remaining 
balances

• 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

Managing CIP Balances

237237

• 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”

• Collections that exceed the amount needed to pay indebtedness should 
be used to reduce the General Fund property taxes

SPLOST
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Any use of the funds for projects other than those approved by 
voters is not permitted without a second election and voter 
approval

SPLOST

239239

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

GO Bonds

240240

Local governing authority must 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”

GO Bonds
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CHAPTER 7 EXERCISE

242




