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Capital Improvement Plan

City Charter — Capital Improvement Plan

Section 30-166

A long range plan to serve as guidelines for capital improvement in the city shall be prepared each
year in writing by the mayor, subject to review and approval by the city council. Development of
the plan shall take into account the recommendations made by a capital improvement advisory
board, which is established.

Section 30-167

(a) The capital improvement advisory board shall consist of 12 members, which shall include
eight members who shall serve by virtue of their office as follows: the mayor, the
superintendent of schools, the chairperson or designee of the planning board, the director of
planning, the chief of the police department, the chief of the fire department, the
treasurer/collector, and the council president or his designee. The balance of the board’s
membership shall be made up of representatives of business, labor and the public at large,
who shall be appointed by the mayor for staggered terms of three years. From the appointed
members, the mayor shall designate the chairperson of the board, who shall serve for a term
of one year and may be reappointed.

(b) Minutes of each meeting of the capital improvement advisory board shall be forwarded
forthwith to each member of the city council.

Section 30-168

(a) The capital improvement plan shall be concerned with physical facilities, such as land,
building or other structures, or pieces of equipment, which require a relatively large
investment and have a relatively long useful life.

(b) The capital improvement plan shall specify a detailed program of capital expenditures over a
five fiscal year period from the effective date of the ordinance from which this article
derives and shall specify the proposed methods of financing for the proposed capital
improvements. It shall summarize in more general terms the major improvements
anticipated beyond the five year period.

(c) Guidelines for the planning process, specifying minimum cost and useful life of
improvements to be considered in the capital improvement plan, the maximum proportion
of the total budget to be devoted to capital improvements, and any restrictions on methods
of financing, shall be established on recommendations of the mayor and approval by the city
council.

(d) The capital improvement plan shall be submitted by the mayor to the city council no later
than 90 days before the first day of the fiscal year in which it is to take effect. The plan
shall be updated annually during the time this article is in effect.



Capital Item Guidelines

The city has established the following parameters to determine what a capital item is:

1.

3.

All capital items must have a value of $25,000 or greater;

All capital item should have a tangible nature (for instance an identifiable entity or large
group of entities); and

All capital items must have a depreciable life of five (5) or more years.

Examples of Capital Assets are as follow:

Capital Asset Not a Capital Asset

Fire truck, DPW equipment, etc. Services.

Buildings (purchase or major renovations). Painting rooms or a building.
Sea walls, parks, fields. Medical treatment.

Building plans, some studies. Books.

Major, infrequent repairs. Field Maintenance.

Water and Sewer infrastructure Routine Bldg. Maintenance.

Capital Item Financing

The city currently has many different ways of providing for capital, or items that otherwise may be
considered capital. For the FY 2008 budget, the city proposed the following model for capital-like

items:
1.

Capital Leases — The City currently has many items purchased through capital lease programs
with AAIG and Salem 5. Capital leases are taken for a maximum of three years, and such costs
are included in the operating budget of the department in which the lease applies. Capital leases
will be considered operating expenses and should be considered for items such as police cruisers,
DPW equipment, technology upgrades, and other items that cost less than $100,000.

CIP and Sale of City Owned Land — The City currently has approximately $83,000 in the Capital
Outlay Fund and $350,000 in the Sale of City Owned Land accounts. The finance director had
recommended a freeze of spending in the Capital Outlay Fund for FY 2007 and recommends
appropriating free cash (if available) to help build the reserves back up in this fund.

The Sale of City Owned Land account can be used for any purpose for which the city is
authorized to incur debt for a period of five years or more. The city has pledged up to $150,000
for the replacement of the library roof when it applied for grant funds.

Long-term borrowing — Chapter 44 sections 7 and 8 of the MGL defines the purposes that a
municipality can borrow money inside and outside the debt limit. Most large project with a
useful life of five or more years and expenditures of over $100,000 should be financed as
prescribed in MGL 44-7 ( http://www.mass.gov/legis/laws/mgl/44-7.htm) and 44-8
http://www.mass.gov/legis/laws/mgl/44-8.htm .




City of Salem, Massachusetts

Finance Department
93 Washington Street
Salem, MA 01970
Ph. 978.745.9595 ext 210
Fax 978.741.3348

Kimberley L. Driscoll, Mayor
Richard Viscay, Finance Director

Memo

Date: May 1, 2006

To:

Kim Driscoll, Mayor

From: Richard Viscay, Finance Director

Cc:

Re:

Nina Bridgman, Assistant Finance Director

CIP ordinance and recommended modifications

The City’s Capital Improvement Planning ordinance is detailed in Sec. 30-166 through Sec.
30-169 of the Code of Ordinances for the City of Salem. Attached is a copy for your
review. However, going forward, it may be in our best interest to revisit this ordinance
and modify with some of the best practices of the Massachusetts Department of Revenue’s
manual “Developing a Capital Improvements Program”.

I'have summarized what I feel are the highlights of this publication for your consideration.
Until we further develop this Program, we will use the CIP ordinance as the source of
planning and implementing the City’s FY08 CIP proposed budget. This document was
originally proposed last year to the Financial Management Task Force.

“Capital Improvements Program (CIP) Fund

What is a Capital Improvement Program (CIP)? A CIP is a blueprint for planning a
community’s capital expenditures and is one of the most important responsibilities of local
government officials. It coordinates community planning, financial capacity, and physical
development. A CIP is composed of two parts - a capital program and a capital budget.
The capital program is a plan for capital expenditures that extends six (6) years beyond the
capital budget. The capital budget is the upcoming year’s spending plan for capital items
(tangible assets or projects that cost at least $25,000 and have a useful life of at least five (5)
years.



The Finance Director’s recommendation for implementation of a CIP program is to follow
the model proposed by the DOR in “Developing a Capital Improvement Program - A Manual
Jor Massachusetts Communities”. This guide is designed to assist municipalities in carrying
out their responsibilities in planning, financing, and implementing capital improvements.

The CIP fund will be used to improve or add to the City’s infrastructure,
The basic steps involved would be the following;

1. Mayor forms CIP Committee - Council adopts CIP ordinance (or use the one
already in place) - Beginning of FY08 (July 2007)

2. CIP Committee gathers current inventory of all capital (value of $25,000 or
greater) - October 1 through November 1

3. CIP Committee surveys current status of previously approved capital projects -
October 1 through November 1

4. CIP Committee prepares financial analysis - November 1 through December 1
5. Departments prepare and submit requests - November 1 through December 1
6. CIP Committee reviews and ranks requests - December 1 through January 1

7. CIP Committee prepares seven (7) year schedule of projects and makes decision
on method of financing based upon financial analysis - January 1 through
February 1

8. CIP Committee presents Capital Program and Capital Budget to Mayor; Mayor
reviews, modifies, and approves CIP - February 1 through March 15

9. Projects scheduled for upcoming year are incorporated into the budget and
submitted to Council - March 15 through May 15

10. Council approves budget - May 15 through June 30
11. Monitoring new and ongoing projects - July 1 (beginning of Fiscal Year)
12. Update Capital Program - cyclical program, steps 2 through 11

The following are recommendations that will give the CIP some benchmarks, as well as
policy on how we fund our CIP. These recommendations should be contemplated and
recommended to the Mayor prior to implementation. As such, they are for discussion
purposes only at this point.

A. The projected yearly funding for long-term debt is recommended by the
Finance Director to be 6% of the operating budget as listed on Part 1a - total amount to be
raised - of the most recent certified tax rate. This amount would be approximately
$6,780,000 for FYO7. The amount of long-term debt payable in the FY08 budget is



$6,571,422. Please note that the majority of this obligation ($5,140,317) is reimbursed to the
City from the Massachusetts School Building Authority.

B. All capital projects for enterprise operations shall be financed from enterprise
revenues exclusively.
C. State and/or federal grant funding shall be pursued and used to finance the

capital budget whenever possible.

D. The allocation of the CIP budget should be the following: 4% debt
financed/2% tax financed. Debt financing shall be reserved for capital projects and
expenditures which either cost in excess of $100,000 or have an anticipated useful life of
five (5) years or more, or are expected to prolong the useful life of a capital asset by five (5)
years or more. Bond maturities shall not exceed the anticipated useful life of the capital
project being financed. Except for major buildings and water and sewer projects, bond
maturities shall be limited to no more than fifteen (15) years.

E. Total outstanding general obligation debt shall not exceed 2.5% of the EQV
and/or the total assessed value of property as listed on the most recent certified Tax Rate
Recapitulation.

E. Free Cash shall be used to supplement the CIP Fund in accordance with the
City’s Free Cash policy.



City of Salem, Massachusetts

Finance Department
93 Washington Street
Salem, MA 01970
Ph. 978.745.9595 ext 5625
Fax 978.741.3348

Kimberley L. Driscoll, Mayor
Richard Viscay, Finance Director

Memo
Date:
To:
From:
Cc:

Re‘:

February 26, 2007

Kim Driscoll, Mayor

Rich Viscay, Finance Director

Nina Bridgman, Assistant Fmance Director
Capital Planning

The City currently has many different ways of providing for capital items, or items that
otherwise may be considered capital. I am proposing the following model for capital-like items

for the

1.

FY08 budget:

Capital Leases: ~ We currently have many items purchased through capital lease
programs with AAIG and Salem 5. Some of the examples of these capital leases are for
the new telephone system (3 year agreement) and a fire pumper truck (7 year lease). I
suggest that going forward, any capital lease taken would be for a maximum of three
years. As such, we would include the costs of the capital lease in the operating budget of
the department in which the lease applies. Capital leases will be considered operating
cxpenses and should be considered for items such as police cruisers, DPW equipment,
technology upgrades, and other items that cost less than $100,000

CIP and Sale of City Owned Land: We currently have approximately $83,000 in
the CIP and $350,000 in the Sale of City Owned Land accounts. I suggest that we
discourage any drawdowns on the CIP money for the remainder of FY07. Furthermore,
we should consider appropriating money from the Free Cash account or from the FY08
operating budget to build back the reserves in this accomnt. The Sale of City Owned
Land account can be used for any purpose for which the city is authorized to incur debt
for a period of 5 years or more. We should strategize on how you would like to proceed
with the use of this money, however, keep in mind that we did pledge up to $150,000 for
the Library roof when applying for grand funds. '

Long term borrowing: Chapter 44 Sections 7 and 8 define the purposes that a city
can borrow money inside and outside the debt limit. Most large projects with a useful
life of 5 or more years and expenditures of over $100,000 should be financed as
prescribed in MGL 44/7 and 44/8 ‘

We should discuss this model in greater detail throughout the FY08 budget process.



City of Salem, Massachusetts

Finance Department
93 Washington Street
Salem, MA 01970
Ph. 978.745.9595 ext 210
Fax 978.741.3348

Kimberley L. Driscoll, Mayor
Richard Viscay, Finance Director

Memo
To:  All Department Heads
From: Richard Viscay, Finance Director

Re:  Five Year Capital Plan
Date: October 4, 2006

It is time to begin the FY08 budget season and, as such, I would like to begin the process with the
development of a Five Year Capital Plan. Therefore, you will find attached a copy of a Capital
Plan Packet which I would ask that you review, complete and send back to Nina Bridgman or me,
no later than December 1, 2006. You will also soon receive an e-mailed copy of these forms so
that you can complete and e-mail them back. An e-mailed copy is preferred, but is not required.

When completing your capital budget request, I would ask that you all bear in mind the following

parameters:
1. Only capital purchases with a value of $25,000 or greater should be included in your
plan; ‘
2. All entries should have a tangible nature (for instance an identifiable entity or large
group of entities); and
3. Must have a depreciable life of five (5) or more years.

Examples of Capital Assets are as follow:

Capital Asset Not a Capital Asset
* Fire truck, DPW equipment, etc. Services.
* Buildings (purchase or major renovations). Painting rooms or a building.
* Sea walls, roads, sidewalks, streetlights. Medical treatment.
* Building plans, new parks, some studies. Books.
* Major, infrequent repairs. Field Maintenance.
= Water and Sewer infrastructure Routine Bldg. Maintenance.

Again, the deadline for submittal of your capital plan requests is Friday, December 1st at noon.
All packets should be either e-mailed back, hand delivered, or mailed to Nina Bridgman or me at
City Hall prior to this date and time.

Thank you for your anticipated cooperation and please feel free to call if you should have any
questions.
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