Overview of Capital Improvement Program Process

The Capital Improvement Program is a
five-year plan for capital expenditures
needed to replace, expand and improve
infrastructure and systems. Other planning
processes, the most significant of which
are explained in this section, identify the
need and provide funding for capital
projects and related operating costs.
On April 9, 2013, the City Council
reviewed the Preliminary 2013-18 Capital
Improvement Program. The Capital
Improvement Program reflected here
includes the preliminary plan presented to
Council, with a $1.5 million adjustment
from the Arizona Highway User Capital
Reserve Fund for street bicycle
infrastructure and street repair. The
preliminary plan, as adjusted, has been
updated to reflect cost or timing changes
identified since the preliminary program
was developed.

2013-18 Capital Improvement Program
Development
The annual citywide Capital Improvement
Program update process began in January
when departments prepared revised 201213 estimates and updated their five-year
capital improvement programs. The 201213 estimates reflect updated construction
cost estimates, project delays, awarded
contract amounts, project carry-overs and
other program changes. The 2013-18
program includes projects planned for
authorized bond funding and the latest
estimates for pay-as-you-go projects
funded with operating funds, federal funds,
impact fees and other sources. Also
included are net new operating costs
and/or savings. Budget and Research staff
reviewed the departments’ programs for
funding availability, reasonableness and
technical accuracy.
Presented in this citywide program are
projects reviewed and adopted through
several planning processes. These include
capital projects funded through the most
recently adopted multi-year rate plans for
Enterprise funds such as Water,
Wastewater and Solid Waste, and from
other planning processes including
infrastructure financing plans for impact
fees and various multi-year facility
maintenance plans. Also reflected are
capital projects from sales tax and voterapproved bond programs including the
2006 Bond Program approved by Phoenix
voters in March 2006.

In conjunction with the CIP process,
city engineering staff work with
departments to level design and
construction bid award dates evenly
throughout the fiscal year. By avoiding
bidding capital projects during the last
quarter of the fiscal year, the city has
controlled construction costs and
increased project quality by making better
use of locally available construction
resources.
As projects to construct building
facilities are designed, they are reviewed
by a Facilities Review Team made up of
representatives from the Public Works,
Information Technology, Planning and
Development, Parks and Recreation, and
Budget and Research departments. This
team reviews project designs for
compliance with city standards for
sustainability, maintainability and
compatibility with enterprise-wide systems
and to determine that the project is being
designed within funding limitations.
Information on the capital and operating
costs and timelines are closely monitored
and linked to the citywide annual
operating budget through these reviews.
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2006 Citizens’ Bond
Committee Program
Voter-approved bond authorizations are the
major funding source for the general
government portion of the Capital
Improvement Program. The city generally
seeks new voter-approved programs on
five-year cycles. Consistent with that
planning cycle, a Citizens’ Bond
Committee process was initiated by the
City Council in June 2005. More than 700
community volunteers were appointed by
the City Council to serve on 17 bond
subcommittees to help shape the program.
Two of the committees evaluated the
city’s capacity to service new debt and to
fund the operating costs of new capital
facilities. These committees reviewed
multi-year forecasts for assessed valuation
and property tax levies, and for General
Fund revenues and expenses. They
recommended annual bond and operating
cost capacities before 14 service-related
committees began their work to evaluate
five-year capital facility needs identified by
city departments as well as capital project
funding requests by community nonprofit
organizations.
The City Council formed the $878.5
million in projects into seven propositions
all of which were approved by voters in
March 2006. The decline in the local real
estate market from the recent recession
resulted in a decline in property tax
revenue, which placed a strain on the
property tax supported GO Bond Program.
As a result, a portion of this program is
indefinitely deferred until the city has the
bond capacity to move forward with these
projects.
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Enterprise Funds

Capital Construction Funds

Fees for the Water, Wastewater and Solid
Waste enterprise funds are billed to
customers on a single billing. As a result,
all three of these enterprise funds
complete annual updates to their multiyear rate plans on a similar timeline.
These plans are first reviewed by the City
Council Transportation and Infrastructure
Subcommittee prior to action on the plans
by the full City Council. Bond and pay-asyou-go funded capital projects, debt
service, and operating and maintenance
costs of existing services and planned
capital projects are all provided for in
these multi-year rate plans. If necessary,
user fee rate changes are typically
implemented in March of each year to
support the updated plans. The Phoenix
Convention Center enterprise fund
receives most of its resources from
earmarked sales taxes. To support a
significant expansion and renovation of the
Phoenix Convention Center which was
completed in 2008, an extensive multi-year
forecast was developed to establish pay-asyou-go, bond and related debt service, and
operations and maintenance cost
capacities without a tax rate increase. The
capital and financial plan was critical to
securing $600 million in bond funding split
equally between the city and state of
Arizona to expand and modernize the
facility.

The Capital Construction fund was
established in 1998-99 and provides about
$20 million each year for critical
infrastructure improvements in the rightof-way. Citizen input from a series of
public meetings supported using these
funds for neighborhood street
rehabilitation, sidewalks and wheelchair
ramps, traffic safety and traffic calming
projects, and neighborhood traffic
mitigation projects. Funds are
programmed in these project categories for
each year of the Capital Improvement
Program. Individual projects will be
determined during the first year of the
program based on traffic engineering data
and neighborhood input.

Parks and Preserves Funds
In September 1999, the voters approved a
10-year, one-tenth of one percent sales tax
to purchase state trust lands for the
Sonoran Desert Preserve, and for the
development and improvement of regional
and neighborhood parks. This tax was
renewed by voters in May 2008 for 30 years.
The 2013-18 Capital Improvement Program
includes $37.8 million of these funds,
which are programmed for regional,
community and neighborhood parks, and
Sonoran Preserve land acquisition. Land
acquisitions are planned and timed to take
advantage of state grant funding
opportunities.

Transit 2000 Funds

Five-Year Arterial Streets Plan

Programming of Impact Fees

The voters approved Proposition 2000 on
March 14, 2000. This initiative authorized
a four-tenths of one percent sales tax for a
period of 20 years to implement the Transit
2000 plan. The plan provides funding for
light rail, buses, right of way
improvements, passenger facilities and
related operating costs. The 2013-18
Capital Improvement Program includes
$42.3 million of these funds, which are
programmed for:

Each year the Street Transportation
Department updates its five-year plan and
funding for major street and storm drain
construction. This program is primarily
funded through Arizona Highway User
Revenue (AHUR) including state-shared
revenue from gas taxes and vehicle license
taxes. The update begins with the Budget
and Research Department providing an
updated current year and five-year forecast
of AHUR revenue, and requirements for
AHUR to support operating expenditures
and debt service to determine the amounts
available for pay-as-you-go capital projects.
Also included in the plan are any needed
updates to voter-approved bond projects as
well as funding sources from other
government agencies in projects such as
flood control.

In 1987, the City Council adopted an
ordinance requiring new development in
the city’s peripheral planning areas to pay
its proportionate share of the costs
associated with providing public
infrastructure. The impact fee program is
also regulated by state law. The impact fee
program was developed to address
projected infrastructure requirements
within several planning areas. Impact fees
collected for a specific planning area must
be expended for capital infrastructure in
the plan for that area and may not be used
for any other purpose. In addition, impact
fee-funded projects must directly benefit
the parties that paid the fees.
Only impact fee revenues that have
been collected are planned in the Capital
Improvement Program.
Operating costs for impact fee-funded
projects are included in the rate planning
process for Water, Wastewater and Solid
Waste. Operating costs for the other
impact fee programs are identified in the
Capital Improvement Program and are
funded through the annual operating
budget as costs for operating and
maintaining new capital projects. Budget
and Research staff has worked with the
Planning and Development Department as
well as operating department staff to
appropriately program $112.6 million in
available impact fees in the 2013-18
Preliminary Capital Improvement Program.
Additional impact fees will be programmed
in future capital improvement programs as
these fees are collected.

n

Additional vehicles and upgrades to
existing vehicles ($1.3 million)

n

New and expanded passenger,
maintenance and administrative
facilities ($24.3 million)

n

Bus pullouts ($5.2 million)

n

Technology upgrades ($9.7 million)

n

Light rail, bus rapid transit and related
support services ($1.3 million)

n

Contingencies ($0.5 million)
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