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Capital Improvement Program 

PROCEDURE  

Each year the Capital Improvement Program 
(CIP) is prepared from project requests submit-
ted by the various departments. The requests 
require a project description, justification, cost 
estimates, statement of impact on the City’s   
annual operating budget and an implementation 
schedule. After compilation of the requests,   
projects are reviewed by staff members from the 
City’s Infrastructure Team. This team consists of 
project managers, planners, division managers, 
and the Finance Director. This team reports    
directly to the City Manager.  

 

10 YEAR LOOKOUT 

The infrastructure team prepares a “Ten–Year 
Capital Project Lookout” annually. This “lookout” 
is presented to City Council and allows staff to 
receive direction on future capital project needs. 

 

5 YEAR ADOPTED CAPITAL IMPROVEMENT PROGRAM (CIP) 

As an integral component of the annual budget process, each year a five-year CIP is adopted by City 
Council. Chapter 163 of the Florida Statutes requires the City to adopt a five-year schedule of capital   
improvements that includes publicly funded federal, state, or local projects, and may include privately 
funded projects for which the City has no fiscal responsibility. Projects necessary to ensure that any 
adopted level-of-service standards are achieved and maintained for the 5-year period must be identi-
fied as either funded, or unfunded and given a level of priority for funding. The five year schedule and 
the   level of service standards are established in the Capital Improvements Element (CIE) of the 
City’s Comprehensive Plan. Project review, along with available funding and CIE requirements, 
forms the basis of the program compiled by the Infrastructure Team. The recommended program is 
then reviewed by the Mayor and City Council in conjunction with their review of the annual operating 
budget. The City is required to review the CIE of the Comprehensive Plan on an annual basis and 
modify it as necessary to maintain a five-year schedule of capital improvements. Modifications to   
update the 5-year capital improvement schedule may be accomplished by Resolution and are not 
considered amendments to the Growth Management Plan.  

 

1 YEAR PROJECT TIMELINE 

At the start of the fiscal year, a one-year project timeline is presented to City Council. The timeline is 
updated quarterly to show changes throughout the year. The first year of the five-year Capital        
Improvement Program is the Capital Budget. The Capital Budget is adopted by the City Council with 
the adoption of the annual operating budget. There is no commitment to expenditures or                 
appropriations beyond the first year of the Capital Improvement Program.  
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DEFINITION OF CAPITAL IMPROVEMENTS 

Capital Improvements are defined as physical assets, constructed or purchased, that have a minimum 
cost of $10,000 and a minimum useful life of three years. Only projects that meet this definition of a    
capital improvement are included in the program, such as: 

a. New and expanded physical facilities for the community. 

b. Large scale rehabilitation or replacement of existing facilities. 

c. Major pieces of equipment which have a relatively long period of usefulness. 

d. Equipment for any public facility or improvement when first erected or  acquired.   

e. The cost of engineering or architectural studies and services relative to the improvement. 

f. The acquisition of land for a community facility such as a park, highway, sewer line, etc. 

 

Normal replacement equipment and normal recurring renovations which are funded in departmental     
operating budgets and cost less than $10,000 are generally excluded from the Capital Improvement   
Program. Exceptions will occur for projects where the project contains multiple phases, or the current 
year CIP project is the planning phase of a construction project.  

 

The 2013/2014 Adopted Capital Budget Summary by Fund schedule indicates which fund and             
corresponding revenue sources will pay for the associated project. The Summary by Department      
schedule  indicates which department has functional responsibility for the project.   

 

FUNDING SOURCES FOR CAPITAL PROJECTS 

General Revenue – CIP 

General revenue consists of a variety of sources, including Property (Ad Valorem) taxes, Federal and 
State funding through grants, and other fees. Property tax revenue is based on a millage rate (one mill is 
equivalent to $1 per $1,000 of assessed value), which is applied to the total assessed property value.  
The City of Palm Coast’s 2014 millage rate for capital projects totals .0773. 

Federal Aid – Community Development Block Grant Funds 

Under the Housing and Community Development Act of 1974, recipients of funds may undertake a wide 
range of activities directed toward neighborhood revitalization, economic development and provision of 
improved community facilities and services. Specific CIP activities that can be carried out include acquisi-
tion of real property and demolition, acquisition, construction, reconstruction, rehabilitation, relocation or 
installation of public facilities.   

Local Option Gas Tax Funds 

Per State Statute, the revenue received can only be used for transportation related expenditures. Pro-
ceeds must be used toward the cost of establishing, operating and maintaining a transportation system 
and related facilities and the cost of acquisition, construction, reconstruction and maintenance of roads.  
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Small County Surtax 

This tax replaced the Local Government Infrastructure Surtax which expired on December 31, 2012. This 
revenue is in the form of an additional county-wide sales tax of .5%. 

Water and Wastewater Charges 

Monthly service charges are assessed for the use of services and facilities of the City’s water and 
wastewater system.  Service charges are used to pay for operating expenses, maintenance, construction 
and debt service.  

Stormwater Utility Fee 

The City enacted a stormwater utility fee in 2005. Funds from this revenue source can only be used for 
the operation, maintenance, replacement, and construction of the City’s  stormwater management          
system. Each year a portion of the funding will be allocated for capital improvements, while the                  
remainder will be used for operating and maintenance expenses.  

Tax Increment Financing 

A Community Redevelopment Agency may be established per Chapter 163 of the Florida  Statutes to  
address blight conditions in a specified area.  A base year is established and a base taxable valuation is 
determined for the property within the designated area.  The tax increment above the base year valuation 
is then utilized in an effort to eliminate the blight conditions.  Capital improvement projects, such as         
redevelopment projects or infrastructure improvements, maybe undertaken utilizing these funds. Tax     
Increment Financing is used to fund projects in the SR100 CRA Fund.  

Impact Fees 

The City adopted a Water, Wastewater, Transportation, Fire and Park Impact Fee Ordinance that   allows 
the City to charge a fee for new construction projects to ensure that development pays its fair share of the 
cost of new and/or expanded facilities necessary to accommodate that growth. Impact fee revenue can 
only be used for growth and development related to capacity improvements.  

Other Funds 

Other Funds may include public and private contributions, developer commitments, transportation           
authority and agency commitments and other government participation.  
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Capital Projects by Funding Source 

Capital Projects by Category 
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Summary by Funding Source 
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Summary by Department 
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Revenue and Expense Projections by Fund 
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Impact of Capital Projects on the Operating Budget 

 

The Capital Improvement Program is a crucial component of the City’s annual budgeting process. Costs 
associated with new and expanded infrastructure are normally included in the operating   budget at the 
time at which the item becomes operational. It is possible, in certain cases that impacts may be phased in 
during the construction or acquisition period. An example of this would be the  construction of a Fire Sta-
tion. Given the time-frame for recruiting, hiring and training, some personnel costs may be added to the 
budget prior to the official opening of the Station. Operating costs, such as utilities, would then be budget-
ed for the time the Station actually opens.  

 

Some capital projects may require debt financing, resulting in scheduled annual debt service payments.  
Any applicable debt service on debt issued for capital projects is also included in the operating budget.  
Although the issuance of debt may be the most feasible way to fund capital improvements, debt service 
will reduce the amount of funds available for other uses. The ratio of debt service to the size of the budg-
et as a whole, and particularly to operating costs, must be maintained at appropriate levels.  

 

TRANSPORTATION 

New transportation infrastructure normally does not have specific additional operating costs, other than 
material and  supplies for maintenance. However, roads, sidewalks, pedestrian crossing, pavement mark-
ing, signals and signs must be kept up to City and other required standards. As more miles are brought 
on line, additional staff and equipment may be needed at some point in the future in order to maintain  
desired service levels. No additional staff or equipment is being added this fiscal year.  

 

RECREATION 

New recreation infrastructure can have a significant impact on operating costs. These could include per-
sonnel, operating costs, materials and supplies. No additional staff or operating costs are being added for 
this year.  

 

STORMWATER 

New stormwater infrastructure normally does not have specific additional operating costs, other than ma-
terial and supplies for maintenance. In addition, infrastructure must be kept clear of debris. Maintenance 
of new and improved infrastructure included in the Capital Budget is included in the  operating budget of 
the Stormwater operations and is funded from Stormwater Utility Fees accounted for in an Enterprise 
Fund. Funds from this revenue source can only be used for the operation, maintenance and construction 
of the City’s stormwater management system. Each year, a portion of the funding is allocated for capital 
improvements, while the remainder is used for operating and maintenance expenses. Additional staff and 
equipment may be needed at some point in the future in order to keep the infrastructure maintained at an 
optimum level.  No additional staff or is being added this fiscal year.  
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WATER & WASTEWATER 

A significant portion of the City’s water and wastewater infrastructure is over 20 years old and                
deteriorating and declining in reliability and efficiency. Replacing equipment with current technology will 
assuredly generate energy savings. At this time the exact amount of savings is unknown. The pending 
expansion of Water Treatment Plant #2 will require additional costs for personnel, operating and           
maintenance.   
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Detail of Major Capital Projects 
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Fleet Replacement Program 

The initial purchase of new fleet is charged to the requesting department and is approved by the City 
Manager during that department’s budget approval process. The fiscal year following the year the initial 
purchase was made, an internal allocation begins being charged to the department for the expected cost 
to replace the equipment in the future. This allocation includes an inflationary estimate. The length of 
time the allocation is collected is based on the expected life of the equipment. For example the replace-
ment cost of a vehicle expected to last 5 years will be split into 5 annual allocation amounts. The        
allocations are charged to the department monthly based on that annual amount. The future replace-
ment purchase is made by the fleet department and is charged to the fleet fund, an internal service fund, 
where the annual allocations are credited. In addition to the fleet replacement allocation, the depart-
ments are also charged a maintenance allocation. This allocation is determined by the previous year’s 
operating costs for the Fleet Division and a percentage of this cost is allocated to each department 
based on the age and condition of each piece of machinery. As equipment ages the maintenance costs 
increase and therefore the departments maintenance allocation increases as well. This “pay as you go” 
program eliminates the need to borrow. The allocations serve as the largest revenue source for the Fleet 
Fund. 

 
 

All City vehicles and equipment are evaluated on an annual basis in order to prioritize replacements and 
repairs needed in the upcoming year. During the evaluation the Fleet Supervisor takes into                
consideration the age, condition, maintenance cost and expected life of each piece of equipment and 
prepares a recommendation for management. Each year, the total cost of the annual replacement     
program is approved by City Council during the budget process. In addition, all purchases are later     
approved by City Council prior to the actual purchase being made.   

5 Year Replacement Plan 
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2014 Fleet Replacements 

In fiscal year 2014 the City will invest $1,795,400 to replace existing fleet that has been determined to 
have a high maintenance cost and where replacement has been recommended. A majority of the cost for 
these replacements is related to heavy equipment which is used primarily by the utility divisions and 
stormwater maintenance. In addition to replacements, $292,500 will be invested in new fleet. The initial 
cost of these new purchases will be charged to the requesting departments.   
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