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DRAFT

The City of Gainesville’s Capital Improvement Plan (CIP) for fiscal years 2011 to 2015
encompasses projects totaling $68,802,136 that were funded as part of the FY2011 —
FY2015 proposed CIP which was approved by the City Commission during the 2011
budget hearings, as well as projects in progress prior to FY2011 but not yet completed,
such as the Traffic Management System project.

This document:
+ Qutlines the City’s infrastructure needs in a section detailing total capital project
requests submitied by departments (Funded/Unfunded by Year) '
¢ Specifically identifies projects with funding allocations through FY'15 and,
o Identifies the sources of the capital funding

One of the City’s long-term needs has been to identify a recurring funding source for
routine facilities maintenance projects and equipment replacement. In addition, the City
Commission has emphasized the importarice of significantly increasing the resources
previded to road maintenance,

This CIP represents the first step in meeting those goals. In FY2015, a debt issue will be
retived, which will free up recurring funding in the General Fund. Some of the funds will
be used for future debt service on a new capital bond issue, while the remainder is
earmarked to start funding on a recurring basis:

¢ A new internal service fund for equipment replacement (radios, computers, etc.)

e A new infernal service fund for facilities maintenance {roofs, repairs, upgrades)

o Significant incremental funding for road maintenance and repairs

Providing adequate infrastructure is a vital element to delivering guality services to our
residents, Planning for future infrastructure and capital needs will ensure that the City
continues to provide service levels that residents have come to expect. This plan supports
those expectations.

QUR VISION: 7he City of Gainesville will set the standard of excellence for a top ten midsized American city;
recognized nationally as an innovative provider of high-quality, costeffective services.
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FINANCIAL CAPACITY ASSESSMENT

In accordance with the City’s Capital Improvement Planning Policy, the Capital
Improvement Plan Financing Committee is required to review the financial capacity of
the City to fund Capital Improvement Plan (CIP) projects. This assessment should
include a review of such issues as
e Capital market conditions
¢ Current debt levels
» Unfunded liabilities
o Pension costs
o Other post employment benefits
¢ Projected trends in revenues, expenditures & fund balance

Capital Markets
As shown below current rates are higher on the long end of the vield curve than in
previous years, but considerably lower on the short end.

Delphis Hanover Yieid Curve Scales January 0 - November 09

=)
.'E
%=
B

five year T . denyedr fifteen year turgnty year

Currently, with yields ranging from .78% at one year to 4.78% at 20 years, the annual
cost of debt service on a 20 year issue is approximately $74,000 per million borrowed, so
from a historical standpoint capital is still relatively cheap.
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Current Debt Levels
The following debt limitations are incorporated in the City’s Debt Management Policy.
Absent compelling economic or policy reasons to the contrary:
s Total outstanding debt service (principal & interest) will not exceed 10% of the
City’s taxable property value
e Total outstanding debt service (principal & interest) will not exceed $3,000 per
capita based on City population
¢ Per capita debt (principal only) will not exceed 6% of per capita income

e Annual debt service (principal & interest) will not exceed 15% of budgeted
General Fund revenues

Detailed below is how as of September 30, 2009 the City measured against these debt
capacity and affordability limitations.

Measure _ Limitation _____Actual

Finally, the City’s debt service coverage ratio {legally available non ad valorem revenues
versus outstanding debt service) remains strong.

Unfunded liabilities

The City sponsors two defined benefit pension plans, a disability pension plan, and a
retiree health insurance trust fund. As indicated below, all four of these plans are
extremely well-funded as of the last actuarial valuations.
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[FUNDED STATUS OF PENSION & HEALTH INSURANGE PLANS|
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With defined benefit pension plan funding ratios between 95% and 100%, and ratios
above 100% for the disability retirement plan and retiree health insurance plan, unfunded
liabilities for post employment benefits are not presently a financial concern for the City.

Fund Balanece trends
Outlined below is the trend in General Fund fund balances over the past five years.

Unreée-. d fund B'aia‘r_a'ce
‘Required unreserved fund balance

Total fund balance rose over the period FYO05 - FY07, and then fell in FYO08 as the City
experienced a General Fund deficit of approximately $2.3M. FY09 pre-audit figures
show that hiring and travel freezes along with strict expenditure controls will result in
approximately a $486,000 surplus for FY09.

Budget reductions in excess of $5M allowed staff to present a balanced FY 10 budget, but
due to flattening growth in the utility transfer, projected reductions n the City’s taxable
property base, and continued reductions in state intergovernmental revenues, a budget
deficit of approximately $6M is projected for FY11. What this means in terms of capital
funding s that we cannot expect to derive any significant new capital funding from
existing revenue streams given that they will be required to meet existing obligations
over the next few years,
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Summary
Acquiring funds through accessing capital markets is still relatively cheap, and the City’s

debt service coverage ratios are strong and well within policy limits. However, while
General Fund fund balances are strong and post-retirement benefit plans are well funded,
current revenue streams are fully obligated to meet current obligations.

Significant capital funds are available only from new revenue streams. Over the next five
year period covering the FY 11 — FY15 Capital Improvement Plan, there exist several
potential funding sources which provide somewhat of a barbell approach over the next
five years

= Remaining cash from FEMA reimbursements for the storms of 2004. The
approximate total of cash on hand and cash to be received in FY'10 is $375,000
This is one-time money and therefore should be utilized on capital projects and
will be available to fund pro;ects mFY1l.

s Interest earnings in debt service funds. These are interest earnings in debt service
funds on deposits made to fund debt service payments. These are one-time funds
whose true genesis is capital projects related. The total for these funds is $200,000
and will be available to fund capital projects in FY 11

» InFY14 & FY15 each there is currently projected to be $750,000 available for
capital projects from General Fund appropriations

Therefore for FY 11 §575,000 is available for capital projects. The City Commission has
established a policy for funding certain recurring items: playground equipment,
boardwalk replacement, median upgrades, and ADA projects totaling $95,000, This
leaves a balance of $655,000 available for FY 11. Historically, we have funded $150,000
in PC replacement funding and $100,000 for miscellaneous facilities improvements. If
we continue that process, this would leave $405,000 to distribute for projects in FY11.

The final debt service payment on the 2005 OPEB bond issue will be made in FY 14. The
General Fund portion of this FY 14 payment is $3,356,512. Freeing up $3.35M in the
FY 15 budget could allow the City, if so decided, to address several capital 1ssues. One
potential set of alternatives would be to set up long-needed capital replacement funds as
well as generating up front dollars to undertake capital projects
o $750,000 for a facilities maintenance & replacement fund
o $500,000 for an equipment maintenance & replacement fund, and
o The balance of approximately $2.1M if utilized for annual debt service on
a capital projects bond issue would support a twenty year issue of
approximately $21M given today’s vield scales.

Following is a summary of the potential incremental funds available for the FY11 - FY15
Capital Improvement Plan.
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POTENTIAL SOURCES

Debt sve interest earnings ’ 200,000 - - - "
FEMA funds 375,000 B - - -
General Fund appropriations - - - 750,000 750,600
OPEB 2005 payout - - - 3,356,000
Total potential sources 575,000 - - 750,000 4,106,000
POTENTIAL USES )

Medians, Boardwalk, ADA ' 95,000 95,000 95,000
Facilities maint./replacement fund - - - - 754,000
Equipment replacement fund 1,000,000
FY15 debt issue - - - - 1,606,000
Total potential uses 95,000 3,451,000
8

Of course the ability to use the funds in this manner would ultimately depend on the
City’s fiscal position when we reach FY'15.
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