m City of North Mankato, Minnesota

To: Mayor Dehen & City Council

From: Clara Thorne, Finance Director

Date: November 18, 2013

Re: Proposed 2014-2018 Capital Improvement Schedule

Background

Exhibit A attached to this memo is the proposed 2014-2018 Capital Improvement Schedule (CIP) for the
City of North Mankato. This document serves as a multi-year planning instrument identifying needs and
financing sources for equipment and public infrastructure improvements and also informs city residents
how the City plans to address significant capital needs over the next five years. The City prepares a CIP
separately from the operating budgets; however they are closely linked. Program expenditures proposed
for the first year of the CIP are included in the annual budget for that year, together with the chosen
funding source(s).

Five-Year Capital Improvements

At $8.3 million, the total value of projects in the 2014-2018 CIP is smaller than the previous five-year
schedule. This compares to the $20.5 million formerly adopted in 2012 for the 2013-2017 CIP program.
While the proposed budget is less than last year, the capital needs of the city have not reduced. Three
variables drive this reduced spending:

1. Repayment of interfund loans to the General Fund, Water Fund, & Sewer Fund
2. Limiting the debt service levy to $1.53 million
3. Rising debt payment for the 2010C Refunding Bond

Staff has limited planned capital expenditures until we are assured the city can support both the capital
funding and any resultant increases in operating costs. The reduction in proposed spending is based on
assumptions staff have made regarding the City Council’s expectations of tax policy in the debt service
fund. It is assumed the total property tax levied in the fund would be maintained at $1.5 million. Projects
requiring financing in the five-year CIP include:

1. Old Belgrade Hill & Main Lift Station - $1.7 million
2. New Well #9 - $1.35 million

3. Roe Crest Reconstruction - $1.1 million

4. Lookout Drive Roundabout - $700,000

The funding for these projects comes from the issuance of debt to be repaid from utility revenues,
property taxes and special assessments.

One project in the five-year CIP scheduled for payment with sales tax revenue is $250,000 for completion
of the concession stand at Caswell North Soccer Fields.

Increased Cash Funding for Equipment Replacement

The 2014-2018 CIP incorporates the use of the Capital Facilities and Equipment Replacement Fund,
found in Exhibit C, to help fund projects without the issuance of debt. This fund was established in the
past, but has not been funded for a number of years. The General Fund, Water, Sewer, Stormwater and



Sanitation funds will contribute annually to this fund to establish and maintain a base for the purchase of
capital expenditurcs estimated to be $1.8 million over the next five years. In 2014, $205,000 will allow
for the purchase of a financial computer system, general equipment from various departments, police
squad cars and an armored car for the Drug Task Force,

Projects Moved Qut of the Five-Year Plan

Exhibit B lists projects moved out of the five-year plan as a result of changes to planned sales tax
expenditures and projects which will be triggered by new development. These sales tax projects could be
incorporated mto the five-year CIP; however, it would require a tradeoff to be made with the Old
Belgrade Hill Project, Roe Crest reconstruction, or Lookout drive. These projects account for most of the
difference between the previous $20.5 million CIP and the proposed $8.3 million CIP. Staff remains
commitied fo the projects proposed to be funded with sales tax; however, funding sources have not been
identified to complete them. One option includes an increase in the sales tax rate and/or an extension of
the sales tax.
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