CAPITAL BUDGET

Introduction

The FY05 Capital Budget, which follows, is based on the City's long-range Capital Improvement
Program (CIP) -- a five-year outlook of the City's planned physical improvements. The CIP
includes cost estimates and projected financing for maintaining, improving, or adding to the
City's $625,000,000 investment in fixed assets. This includes fixed assets such as streets,
sidewalks, traffic signs and signals, sanitary sewer and drainage systems, and buildings. The
City's actual commitment to expend public funds occurs in the annual City budget process, with
the CIP acting as a guide for the capital improvement portion of the budget.

Each year City staff reviews cash flow projections, organizes and summarizes new projects,
along with unfunded projects from prior years, and develops a proposed allocation of project
funding and a draft Capital Budget. This draft is reviewed by the City Manager, the Budget
Committee, and the City Council before adoption of the final budget. In addition, the Capital
Budget includes projects proposed for the regional sanitary sewer collection and treatment
systems. These projects are included, based on the recommendations of the Metropolitan
Wastewater Management Commission (MWMC), the regional wastewater authority.

Major funding sources include the state gas tax, grants, assessments, loans, revenue bonds, and
sewer and drainage user fees, and, as appropriate, revenues from systems development charges
previously collected.

Major Projects

Among the major capital projects included in the Capital Budget are the following:

+ $437,150 is budgeted for the realignment of Laura Street from Lindale Drive to the
intersection of Harlow Road and Game Farm Road. Work includes right of way
acquisition, paving, curbs, gutters, sidewalks, bike lanes and a stormwater drainage
system.

+ The Harlow Road sanitary sewer pump station at Harlow Road and Hartman Lane will be
replaced and upsized for a total cost of $1,680,000, including land acquisition.

+ Construction on the Martin Luther King Jr. Parkway will begin, with $1,089,000
budgeted for sanitary sewer installation and $2,856,500 budgeted for road construction.

+ $100,000 is budgeted as the first of three annual local contributions to the joint
Springfield/Lane County/Eugene/Army Corps of Engineers Metro Waterways study.
This project will help determine what future water quality improvement projects and
channel restoration projects will be authorized for federal funding.

+ Alocal contribution for sanitary sewer replacement and repair ($1,200,000) is included in
accordance with the regional Wet Weather Flow Management Plan.
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Major rehabilitation and reconstruction of 21% Street from A to Olympic is budgeted at
$1,211,018, and 69™ Street rehabilitation from B to Thurston Road is budgeted for
$527,000.

A Floodplain mapping update will be undertaken to reevaluate the floodplain and
floodway boundaries along portions of the McKenzie and Willamette rivers, and evaluate
the impacts of development activity in the floodplain ($200,000).

The total set aside for Gateway Traffic Improvements will increase from $680,000 to
$929,000. The Gateway area continues to be an area of transportation pressure.

As a result of the jurisdictional transition of 42" Street from the State of Oregon to
Springfield, and the payment of $4.125 million by the State, this street will be brought up
to full urban standards between Main Street and Jasper Road. The total cost, net of
reserves, is $3,100,000.

The City is finalizing agreements with the Oregon Department of Transportation
(ODQT), Les Schwab Tire Centers of Portland, Inc., and Arlie & Company in order to
implement capacity and safety improvements at the 32" and Main intersection and
complete the South 32" Street improvements. A total increase in appropriation in the
amount of $504,000 will be recognized as follows:

a. Contribution by the City of $150,000 by reducing Transportation SDC

reserves in this amount.

b. Recognize funding of $125,000 from ODOT

C. Recognize funding of $101,000 from Les Schwab, and

d. Recognize funding of $128,000 from Arlie & Company.

Major new capital projects identified by the Regional Wastewater Program to begin in
FY 05 include Primary Clarifier Enhancements ($1,200,000), Digester Mixing
Improvements ($2,000,000), South Aeration Basin Improvements ($6,900,000), and
Secondary Clarifier Enhancements ($5,300,000). These projects are being undertaken to
maintain environmental compliance with federal law, and to serve new development.

Capital Projects by Type
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Type Amount

Development Improvements $ 12,559,452
Neighborhood Improvements $ 10,000
G.0O. Bond Capital Projects fund $ 147,776
Preservation $ 6,509,132
Traffic Safety $ 4,872,560
Regional Wastewater $ 17,845,000

Total 4194392

Development
Improvements
29.94%

Regional
Wastewat
42.54%

Neighborhood
Improvements
0.03%

Preservation
15.87%

Traffic Safety
11.62%

Funding for the City’s Capital Budget comes from a number of the City’s accounting funds,
depending upon the nature of the project. The table below shows spending in the proposed
Capital Budget by fund.

Capital Projects by Fund
Type Amount

Street Capital $ 3,670,000
Sewer Capital Projects Fund (Drainage) $ 965,000
Sewer Capital Projects Fund ( Sewer) $ 4,782,000
Community Development Fund $ 10,000
Sewer SDC Fund $ 3,272,557
G.0. Bond Capital Projects fund $ 147,776
Development Projects Fund $ 8,811,359
Regional Wastewater Capital Fund $ 14,220,000
Regional Wastewater SDC Fund $ 3,625,000
Booth-Kelly Fund $ 193,000
Transportation SDC Fund $ 2,247,228

Total $ 41,943,920
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The City's financial management policies require that the City’s operating budget reflect the
effect of projects in the Capital Budget.

Many of the capital projects, particularly those that are classified as preservation, are targeted to
constrain the growth of operating and maintenance expenditures by preserving and extending the
useful life of the City's infrastructure. Long-term financial plans prepared for the City's
operating funds consider the impact of these improvements on efficiency when forecasting
growth in operating expenditures for the next several years.

Other capital improvement projects, including those that involve development of new facilities
or new and expanded infrastructure, may result in additional operating costs or savings in future
years. For example, while construction of a new fire station will result in additional costs for
staffing and operations, repaving a street, or bringing it to full City standards, may result in
reduced need for maintenance. Those costs or savings are not included in the capital budget
estimates, but rather are incorporated in the operating budget, beginning in the year that the
facility is anticipated to become operational. An important element of the CIP process is
consideration of any future increases in operating costs, which will result from capital activity,
so that estimates of those costs can be incorporated in the appropriate long term financial plans
for the affected funds.

As projects move from the CIP into the Capital Budget, this process is reviewed so that there is a

discreet analysis of each project, which evaluates the impact on the appropriate fund’s operating
budget. An analysis of these operational impacts for the current projects follows.

Operating Impact of the Capital Budget

A complete capital budget requires evaluation of the impact of capital activity on the operating
budget. Increased municipal infrastructure commonly results in increased expenses for
maintenance, which will be reflected in increasing expenditures in the portion of the operating
budget devoted to maintenance. Conversely, capital investment in labor saving or productivity
improving equipment can produce savings in the appropriate operating budget. In addition, in a
governmental setting, these operating impacts often occur in funds other than those in which the
capital expenditure is recorded.

Analysis of the FY05 Capital Budget indicates that a large number of projects do not have a
measurable operating impact. In many cases these projects are planning activities, which do not
result in additional infrastructure or equipment. For example, there are projected expenditures
for participation in a regional waterways study, planning for Franklin Boulevard, updating the
City’s Drainage and Sanitary Sewer Master Plans, and HUD grant projects which will not result
in any impact on the City’s operational budget. In this case, as with other planning projects, it is
possible that further capital projects will be identified in the planning process. These projects
may result in operating budget changes, but do not, themselves, create the need for either
operational or capital spending. The capital budget includes $1.2 million in this category of
projects which appear to have no significant operational impact.
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A second category of capital projects that are not estimated to have operating impacts are those
where the capital expenditure is designed to replace or upgrade existing systems. In many cases,
there may be operating efficiencies or avoidance of future costs that result from the
improvements, but these impacts are not presently quantifiable and are believed to be marginal.
Examples of this category of projects are implementation of the preservation projects for streets,
drainage and sanitary sewers, where the only operating impact is potential avoidance of future
costs that might occur if repairs or replacement do not occur on a timely basis. Over $6,100,000
is budgeted for such projects. Projects like the $1,200,000 budgeted for Sanitary Sewer Wet
Weather Flow Abatement may have little or no operational impact, but will likely result in
avoidance of large amounts of capital spending that might be otherwise required to increase the
handling capacity of the sanitary system.

Another category of projects not presently estimated to have any impact on the operating budget
includes those where the scope of the project is not sufficiently well defined to permit estimation
of any impact on the operating budget. An example of this category of projects, where definition
is inadequate to permit calculation of operation impact, is the $270,000 budgeted for City
participation in private projects. These expenditures will be used to support a variety of capital
improvements such as streets and sewers that are constructed by private developers (the City
funds go to pay for portions of those capital expenditures which are principally for the benefit of
the general public, not the particular development). While ultimately there may be some
operating impact to the City after these projects are completed and the infrastructure is donated
to the City, maintenance impact of these donated facilities does not generally exceed $1 per
lineal foot and, therefore, is believed to be insignificant.

In dollar terms, the capital projects that are expected to result in increased operating
expenditures, total about $14 million. The increased operating spending that will result is
estimated to be about $130,000 annually. None of the projects results in any increase in staffing.
Typically, not all projects get constructed in the same year they are funded. Therefore, the
project and operating values will be less than stated above.
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