CAPITAL IMPROVEMENT PROGRAM

This section of the budget illustrates the six-year plan for Capital Improvements. It includes all
capital projects regardless of the Fund that the costs for the project are budgeted in.

The City of Fort Lupton continues to face tight fiscal constraints over the next two years due to
high debt service payments in the Utility Enterprise Fund (Water System), continuing a major
equipment and infrastructure replacement program and future uncertainty with the necessity of
a major storm drainage improvements program. As a result, the six-year plan may be
significantly adjusted over the next few years, as expectations become reality. Unless the City
can match local dollars with grant funds or issue additional self-supporting debt, it is likely that
the City’s capital improvement program will be limited to these initiatives for the next few years.

DEVELOPMENT OF THE SIX-YEAR CAPITAL IMPROVEMENTS PROGRAM

Although relatively simple in theory, the development of a six-year capital program is often
complex in practice for several reasons. First, many of the benefits of a capital project or
expenditure are often of an intangible nature and are not readily quantifiable. Second, their
value is common or social, involving the whole municipality. Finally, their value is not easily
ascertainable in money terms. The factor of common value and the lack of quantifiable benefits
are the very reasons many such projects or activities are assumed by the public sector.

The City of Fort Lupton’s Six Year Capital Improvements Program consists of a comprehensive
listing of carefully selected and coordinated capital improvements, which have been identified
as necessary to accomplish the City’s long-range goals and policies, balanced against realistic
revenue projections. The development of the six-year plan is an annual process that includes
identification of needed projects through public solicitation and council and staff input,
development of appropriate financing mechanisms, recommendations from the City
Administrator and staff, and evaluation and final approval from Council.

IMPACT ON THE OPERATING BUDGET
During the development of the six-year plan, an evaluation of how capital expenditure decisions
will affect annual operations and the City’s operating budget must be considered. Such an
evaluation for annual, recurrent expenditures for plant improvements and equipment is
generally not that difficult, as the appropriations for such recurrent expenditures generally
represent a relatively consistent proportion or percentage of the City's annual operating budget
and is financed on a “pay as you go” basis out of annual operating funds.

However, the impact of large, non-recurrent capital expenditures on the City’s annual operating
budget is more difficult, as such expenditures generally require additional funding over and
above the fiscal capacity of the City’s annual operating budget. Therefore, careful scrutiny of
such non-recurrent expenditures is critical to the financial health and stability of the City for the
following reasons:

% Due to their relatively larger cost and longer life, capital expenditures for long-
range public improvements may have to be financed on a “pay as you use” basis
through the issuance of long-term debt that coincides with the projected life of
the improvement.
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2. Such capital expenditures, therefore, may require a consistent application of
effort and funds over a span of years.

3 The political and economic impacts of investments in long-range capital
improvements extend far into the future.

4. Decisions to invest in long-range capital improvements are often irreversible,
except at considerable financial and managerial costs to the City.

5. Such capital investment decisions may significantly alter or influence the City’s
ability to grow and prosper.

As a result of these considerations, the City has analyzed the projects included in this six year
plan and determined that the impact on the City's operating budget is minimal for most projects.
In developing the individual proposals, each project was evaluated to determine its financial
impact on the City’s operating budget. Obviously, if the City built a new facility, there would be
a corresponding increase in utilities, janitorial services, repairs and maintenance, etc., although
they may be offset by other savings if it were a replacement facility. Some of the larger projects
included in this category that will have a significant impact to the City’s operating budget include
the new Community Center much of which is expected to be covered through user fees and
dedicated tax sources; and the Water Treatment Plant and Wastewater Treatment Plant
Expansions which is expected to be covered through existing user charges and impact fees.

2010-2015 SIX YEAR CAPITAL IMPROVEMENTS PROGRAM
e et Yo AR VARTIAL INFROVEMENTS PROGRAM

The Six Year Capital Improvements Program for 2010 through 2015 represents projects in
public works, public safety, parks and recreation, water and wastewater and capital equipment.
Although not all proposed projects could be funded, the key to the Six Year Program lies in the
fact that the plan is realistically balanced in all years through anticipated tax income, general
operating revenues, impact fees, grants and contributions.

Major initiatives include $1.3 million to replace an oxidation ditch to meet increasing growth
demands; $2.5 million expansion of the water treatment plant, $30.8 million for NISP; $2.99
million to firm Windy Gap and $1.7 million water to purchase Windy Gap; $3.0 million to build a
new City Hall Building; and $2.38 million in street improvements.
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