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City Council Approved.:
October 15, 1996
The City of Peoria

CAPITAL BUDGET ADMINISTRATIVE POLICY

The City of Peoria capital financial policies establish the basic framework for the fiscal
management of the capital budget and the capital projects within it. These policies are
intended to assist the City Council, City Manager, Finance Director/Comptroller, and Finance
Department in both decision-making processes and the establishment of policies for the
Operating Departments implementing the Capital Budget. Current activities and future
programs are evaluated on City Council approved criteria and policies outlined below.

The Capital Improvement Program (CIP) is the long-range plan of improvements throughout
the City, which adheres to any or, all of the following components: A) the project exceeds
$10,000, B) the project extends more than one fiscal year, and/or C) the project is a non-
recurring item too costly for the operating budget. The Operating Departments of the City
submit requests annually, which are reviewed by the CIP Committee, which consists of
representatives from the various departments. The CIP is prepared as a five (5) year
planning document with year one of the CIP serving as that year’'s capital budget. The
capital budget is the yearly appropriation in the Annual Budget addressing the City’s capital
needs. A capital project is an element of the CIP; it demonstrates one or all of the
previously outlined components classifying it as a capital project.

Presently, the City manages six (6) capital funds. They include the Capital Fund (comprised
of public benefit, special assessment, drainage, economic development, sewer rehabilitation,
and capital equipment projects), CDBG Fund, Riverfront Development Fund, Road Fund,
Southtown Development Fund, and Landfill Fund. Each fund operates under various
revenue constraints, which provide the necessary cash flow to fund the various projects
(e.g., state and local motor fuel taxes provide the revenue stream to the Road Fund).

The following tenets are underpinnings to this policy:

1) Maintenance of Capital Fund Balance - 1t will be the policy to maintain annually a
minimum available (i.e., unreserved) Capital Fund balance of $500,000. This available
fund balance shall serve two purposes: 1) cover any unanticipated capital projects
which may occur throughout the year and 2) cover any project cost overruns. While
this may drop below $500,000 during the year, it is intended to replenish annually if
needed. This balance will cover any shortages incurred by the other five (5) special
project funds mentioned above (i.e., CDBG, Riverfront Development, Road, Southtown
Development, and Landfill Funds).

2) Inactive Capital Project Review/Reprogramming - All projects which have either
minimally expended funds and/or have not started within two (2) years of being
budgeted will be reviewed at the end of the second year. “Minimally expended funds”
refers to projects which, when reviewing the cost of the entire project, have expended
a proportionally minimal amount in the overall budgeted cost of the project. “Projects
not started” refers to projects which have expended zero funds budgeted.



3)

4)

5)

At the time of review, based upon information acquired from the department managing
the project, the City Manager and Finance Director/Comptroller shall determine the
appropriateness of reprogramming a project’s budgeted funds. The project shall then
be designated as inactive and the funds reprogrammed. Projects may be re-submitted
to the Capital Improvement Program (CIP) process by the managing department when
it is deemed suitable to proceed with such projects.

The City Council will have the final approval of projects to be reprogrammed.

If the project has not started at the two year review and is planned to begin shortly
(i.e., the project budget will not be reprogrammed), the department shall provide the
Finance Department with revised cost estimates so that any modifications necessary
may be made and planned for appropriately.

Council Notification of Forecasted Capital Project Budget Overages - Projects over
budget by less than $10,000 will be adjusted administratively. Forecasted overages in
excess of $10,000 or 10% of original project budget, which ever is the greater, will
require City Council action (specifically, when the total project costs exceed the budget
by the greater of $10,000 or 10% of original budget).

Active Projects Status Reporting System - Departments managing capital project will
submit on a semi-annual basis a status report for each active project to the Finance
Department. The status reports submitted to the Finance Department will include any
forecasted project overages by the departments. A condensed report will be submitted
to the City Council and City Manager subsequently; it will include, but is not limited to,
a financial accounting of expenditures to date and a status update on the projects.

Completion of Capital Profects - Closing of Projects - Upon completion of capital
projects, the Finance Department shall reconcile the project budgets versus actual
expenditures. After the reconciliation occurs, the project shall be closed in the
computer accounting system. Any funds other than bond proceeds which remain from
budgeted projects (i.e., should the project be completed under budget) shall be
reprogrammed in the available fund balance for future projects. Bond proceeds must
be used according to the bond ordinance, which typically requires that the unexpended
funds be applied to debt service; the Administration will follow the bond ordinances in
reprogramming any remaining balances from completed projects.

The department managing the project shall submit a project summary upon completion

to the Finance Department. A summary of completed capital projects shall be
submitted to the City Council and City Manager.
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CIP (COMMUNITY INVESTMENT PROGRAM) PROJECT
PRIORITY CRITERIA

The following matrix will be used by the City of Peoria in prioritizing the projects for the FY2009-FY2013
CIP (Community Investment Program). Establishing project priority is important when the amount of
capital demands exceed the amount of capital resources available. This matrix system is a combination
of our prior system and evaluation systems utilized of other communities.

The matrix contains a measure of priority on the horizontal axis (High, Medium, & Low) and determinant
of criteria category on the vertical axis (Health/Safety/Welfare, Maintenance/Replacement, Expansion or
Existing Program, & New Programs). Operating priorities are measured as:

Level | (High Priority)

eMandated by Federal, State, or Local regulations or law

eHigh priority by Council Majority

eIncrease existing

service levels, increase efficiency and better service delivery

eIncrease revenues and reduce operational costs

eNeeded to alleviate existing safety hazard or public endangerment

eService to the public will be severely impacted, work efficiency will be seriously
Impaired, and/or the public will be greatly inconvenienced

ePreservation of existing City assets—saves structural integrity or repair deterioration;
greatly improve appearance of a structure or area

*50% to 100% of the City’s population served

eStabilize or strengthen neighborhood stability

Level Il (Medium Priority)

eAgreements with other governmental agencies, developer, landowners, etc.

eMaintain existing service levels

eBetter service delivery or better efficiency

eIncrease revenues or reduce operational costs

eMaintain public safety or prevent public endangerment

eService to the public will be moderately or minimally impacted, work efficiency will be
moderately or minimally impacted and/or the public will be minimally inconvenienced

eImprovement will repair asset or improve appearance of a structure or area

*10% to 49% of the City’s population served

eMaintain neighborhood stability

Level Il (Low Priority)
*Not mandated by law or regulations; no contract or agreement
eDoes not impact service levels
*Does not impact service delivery and/or efficiency
*Does not increase revenue and/or may increase operating cost (i.e. staff additions)
*No safety or public endangerment impact
*Does not impact service to the public, work efficiency, or convenience to the
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*No effect on City’s repair asset or appearance of structure or area

eLess than 10% of the City’s population served

*No impact on neighborhood development or stability

Senior Management’s review of the projects will first determine the priority criteria, whether the project
is High, Medium, Low using the above evaluations. Then they will identify the project criteria category

based on the following:

HEALTH/SAFETY/WELFARE—Projects/programs that protect the health, safety, and

welfare of the citizens of Peoria

MAINTENANCE/REPLACEMENT—Projects/programs that provide for the maintenance of
existing systems, equipment, structures, etc. (*mostof the non-discretionary request will

be in this category)

EXPANSION OF EXISTING PROJECT/PROGRAMS—Projects/programs which enhance the
existing systems, assets, and programs, etc thus allowing for expansion or

augmentation of existing services

NEW PROJECTS/PROGRAM—Projects/programs that allow new programs and services

Using the following matrix and attached Community Investment Plan Project List, each CIP request can
be ranked and assigned a position on the grid in the appropriate box:

PRIORITY
CRITERIA
HIGH MEDIUM
Health/Safety/Welfare 1 Level 1 Level 1
Maintenance/Replacement 2 Level 1
Expansion of Existing Program 3
New Program 4

Level | — projects that have a high or medium priority and considered health/safety/welfare; or
maintenance/replacement criteria (these should receive highest consideration for funding).

Level 2 — projects that have low priority health/safety/welfare criteria; high or medium priority and
maintenance/replacement, expansion of existing program criteria; or high priority new program
criteria (these should receive some consideration for funding).

Level 3 — projects that have low priority and meet expansion of existing program criteria; or medium or
low priority new program criteria projects (these should receive the least consideration for

funding).
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