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Core Values

“The City of Peoria team members share a commitment
to provide quality service for our community.”

Professional

Demonstrates professional skills and knowledge needed to perform the job; keeps
informed of developments in the professional field and applies this knowledge to the job;
encourages and supports the development of subordinate personnel.

Ethical

Maintains the highest standards of personal integrity, truthfulness, honesty, and fairness in
carrying out public duties; avoids any improprieties; trustworthy, maintains confidentiality;
never uses City position or power for personal gain.

Open

Communicates effectively orally and in writing; involves appropriate individuals and
keeps others informed; acts as a team member; participates and supports
committees/boards/commissions/task forces; approachable; receptive to new
ideas; supports diversity and treats others with respect; actively listens.

Responsive

Consistently emphasizes and supports customer service; takes responsibility to
respond to all customers in a prompt, efficient, friendly, and patient manner;
represents the City in an exemplary manner with civic groups/organizations and the
public.

| nnovative

Demonstrates original thinking, ingenuity, and creativity by introducing new ideas or
courses of action; supports innovative problem-solving by identifying and
implementing better methods and procedures; takes responsible risks; demonstrates
initiative and “follows through” on development and completion of assignments.

Accountable

Accepts responsibility; committed to providing quality service to our community; plans,
organizes, controls and delegates appropriately; work produced is consistent and completed
within required timeframes; implements or recommends appropriate solutions to problems;
acknowledges mistakes; manages human and financial resources appropriately.
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Introduction

Each year, the City of Peoria invests significant
time and resources to design, construct, and main-
tain the infrastructure and facilities needed to de-
liver municipal services to residents and busi-
nesses. Because of the high costs associated with
building and maintaining capital assets, the city
must carefully balance the need for such assets
with our requirements to sustain a strong financial
position. This is accomplished through the Capital
Improvement Program (CIP)—a 10-year plan for
addressing present and future infrastructure needs.

Peoria’s CIP is a 10-year balanced plan that ad-
dresses projects that are needed, or will be needed,
across a broad spectrum of areas. It is balanced
because we have identified funding sources based
on reliable revenues to support both the capital
costs and the operating costs for each project in the
10-year program. Each year, a great deal of effort
is put into updating this plan to ensure not only
that critical needs are being met, but also that the
cost, scope, and timing of all projects are coordi-
nated throughout. Coordinating the timing of dif-
ferent projects in the same location is particularly

important, since it helps us to minimize service dis-

ruptions.

Capital projects are non-routine expenditures that
generally cost more than $100,000 and have a use-
ful life of five years or more. Capital projects in-
clude design and construction, as well as the acqui-
sition of land and the purchase of fixed assets. A
fixed asset is any single item or single cohesive sys-
tem that has a life expectancy of at least one year
and a value of at least $5,000. All land is capital-
ized as a fixed asset, regardless of cost.

The first year of the program is the only year that is
appropriated by the City Council. This becomes
the capital budget, which is an important piece of
the city’s overall annual budget. The Fiscal Year
2012 capital budget is significantly higher than any
of the subsequent years because it includes not
only newly funded projects, but also any project
costs carried over from the previous year. The last
nine years of the CIP are for planning purposes;
future funding is not guaranteed and the plan is
subject to change. The CIP is a dynamic plan that
can change significantly from year to year. At the
discretion of the City Council, new projects can
even be added to the capital budget after it has
been adopted.
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The 10-year Capital Improvement Program totals
$463,953,385. For FY 2012 alone, budgeted capital
projects total $158,055,797. This document pro-
vides detailed information about each project in
the CIP, including scope, schedule, project costs,
funding sources, and future operating costs. It is
intended to be a communication device, informing
stakeholders of the city’s plans for capital invest-

ment.

FY 2012-2021 CIP BY FUNDING SOURCE

Funding Source 10-Year Total Pct. of Total
G.O. Bonds $85,644,380 18.5%
Impact Fees $86,867,811 18.7%
MDA Bonds $16,780,125 3.6%
Operating $137,348,674 29.6%
Outside Sources $16,334,322 3.5%
Prop. 400 $30,954,966 6.7%
Revenue Bonds $38,421,613 8.3%
Transportation Sales Tax $51,601,494 11.1%
Total $463,953,385 100.0%

FINANCIAL POLICIES

The City of Peoria Principles of Sound Financial
Management establish guidelines for the city’s
overall fiscal planning and management, including
the Capital Improvement Program. This document
is available in its entirety on the city’s website
(PeoriaAz.gov) under the Finance Department.
Several of the policies relate directly to the CIP,
most notably Policy 8 — Capital Improvement Pro-
gram. Below are some excerpts from this policy.

¢ The city manager will annually submit a finan-
cially balanced, multi-year Capital Improvement
Program for review by the City Council (8.01).

e The Capital Improvement Program shall provide
an estimate of each project’s costs, anticipated
sources of revenue for financing the project, and

an estimate of each project on city revenues and
operating budgets (8.02).

The city will match programs and activities iden-
tified in the Capital Improvement Program with
associated funding sources (8.03).

Efforts will be made to allocate sufficient funds
in the multi-year capital plan and operating
budgets for condition assessment, preventative
and major maintenance, and repair and replace-

ment of critical infrastructure assets (8.04).

The city’s objective is to incorporate “Pay-As-
You-Go” funding (available cash) in the annual
Capital Improvement Program. This will supple-
ment funding from other sources such as IGAs,
bonds, impact fees, and grants (8.05).

When current revenues or resources are avail-
able for capital improvement projects, considera-
tion will be given first to those capital assets with
the shortest useful life and/or to those capital as-
sets whose nature makes them comparatively
more difficult to finance with bonds or lease fi-
nancing (8.06).

The first year of the adopted capital plan will be
the capital budget for that fiscal year (8.07).

Periodic status reports will be presented to City
Council to share project progress and identify
significant issues associated with a project (8.08).

Within 90 days of the completion of a capital
project, any remaining appropriated funds for
the project will revert to the fund balance of the
funding source (8.09).

The Capital Improvement Program will be up-
dated annually as a multi-departmental effort
(8.10).

12
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CIP DEVELOPMENT PROCESS

Capital improvement planning has proven to be a
year-round process, with city departments continu-
ally re-evaluating and prioritizing their capital
needs. However, the process is most involved
from October through April. It is during this pe-
riod that city staff identify and prioritize projects,
estimate project costs, determine available re-
sources, balance project requests within the avail-
able resources, and, ultimately, submit a recom-
mended program to the City Council.

The Office of Management and Budget coordinates
the annual update of the 10-year CIP as part of the
annual budget process. Department staff also fore-
cast revenues for the various funds used to finance
capital projects, and set the financial parameters
for the development of the CIP. Capital projects
originate in the operating departments, where sub-
ject matter experts identify needs based on master
planning documents and other technical criteria.

Once project requests have been submitted and the
financial parameters established, a preliminary
plan is prepared for the review of the CIP Manage-
ment Committee. This committee is made up of
the city manager, deputy city managers, and the
directors of city departments that have a significant
stake in the delivery of capital projects. The CIP
Management Committee is responsible for evaluat-
ing project requests in light of available resources
and for developing a financially balanced plan that
addresses City Council goals and priorities. This
group also ensures that projects are properly
scoped and that the timing of projects carefully co-
ordinated. Once complete, the city manager for-
wards the recommended Capital Improvement
Program to the City Council for approval.

The following is an overview of the CIP develop-
ment process:

L ] a7 Lk
e { T

September — October. Operating departments
identify projects, define project scopes, prepare
cost estimates, and prioritize projects based on di-
rection received from the city manager and City
Council. Department directors review project re-
quests before final submittal.

November — December. Capital project requests
are submitted to the Office of Management and
Budget. Staff use revenue forecasts and financial
models to prepare a preliminary CIP.

January — March. The CIP Management Commit-
tee meets regularly to review the proposed plan,
making necessary adjustments as needed. Budget
finalizes the recommended CIP for the considera-
tion of the City Council.

April - May. The City Council receives the CIP
and offers its recommendations during its budget
study sessions.

June. The City Council approves the Capital Im-
provement Program at one of its regular meetings,
usually on the same day as the adoption of the
Tentative Budget.

13
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CIP PROJECT PROGRAMMING

Capital improvements are the “bricks and mortar”
from which the City of Peoria delivers services to
residents and businesses within its borders. By
preventing the deterioration of existing infrastruc-
ture and by adding new infrastructure in response
to growth, capital improvements help to ensure
that the city can continue to provide the level of
service our customers have come to expect. Many
different types of projects make up the Capital Im-
provement Program, including the following:

e Office buildings, police and fire stations, court
facilities, libraries, and recreation centers.

e Parks, trails, open space, right-of-way landscap-
ing, and sports facilities.

¢ Roads, bridges, sidewalks, street lights, traffic
signals, and sound walls.

e Storm drains, channels, and retention basins.

o Water and wastewater treatment plants, pipes,
storage facilities, and pump stations.

¢ Information technology infrastructure and major
software applications.

FY 2012-2021 CIP BY FUNDING SOURCE

Project Type 10-Year Total Pct. of Total
Drainage $13,805,736 3.0%
Economic Development $9,989,518 2.2%
Operational Facilities $28,399,839 6.1%
Parks $72,522,157 15.6%
Public Safety $15,492,573 3.3%
Streets & Traffic Control $144,999,980 31.3%
Wastewater $56,647,719 12.2%
Water $122,095,863 26.3%
Total $463,953,385 100.0%

Specific projects in these broad categories spring
from long-range plans, City Council goals and pri-
orities, and staff recommendations. Long-range
planning is critical to ensuring a sustainable future
for the City of Peoria. Planning efforts such as
those encompassed by the city’s General Plan and
the various master plans (for parks, trails, streets,
water, wastewater, etc.) provide helpful guidance
to departments in identifying and prioritizing capi-
tal projects. Specific sections of the General Plan,
such as the Circulation Element, tie directly with
the CIP, as do each of the master plans. As such,
the CIP is one of the mechanisms by which long-
range plans become reality.

The goals and priorities of the City Council are an-
other key source of capital projects. Many of the
projects in the CIP, particularly those that benefit a
specific neighborhood or area, come directly from
the communication of concerned citizens with their
elected representatives. The City Council’s Policy
Goals provide near-term direction to staff. The six
broad policy goals are: (1) Community Building,
(2) Enhance Current Services, (3) Preserve Natural
Environment, (4) Total Planning, (5) Economic De-
velopment, and (6) Leadership and Image.

Notable projects planned for the next three years
that address capital needs identified by all these
sources include the following:

¢ Creation of an Economic Development Oppor-
tunity Fund for the purpose of investing in busi-
ness attraction activities in university recruit-
ment, health care recruitment, and the develop-

ment of targeted investment zones.

¢ Continuation of the successful Community
Works Program, which provides funding for
projects that have a local benefit or that may
arise during the fiscal year but are not identified
in the capital budget.

14
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o Construction of Centennial Plaza on the City

Hall campus. This new gathering place will com-
memorate Arizona’s February 2012 centennial
with a decades walk feature, outdoor event
space, and shaded amphitheater.

Development of Community Park #2 at the
southeast corner of 83rd and Olive avenues.
Planned amenities include six baseball/softball
tields, four regulation soccer fields, a lake, skate
court, dog park, picnic areas, splash park, and
playgrounds.

An 11,000 square
foot addition to
the Community
Center that will
include a game
room, exercise
room, and class-

room.

New connections along the New River Trail
from Beardsley Road to Deer Valley Road and
from Northern Avenue to Olive Avenue.

¢ Replacement of the Police Department’s Com-

puter Automated Dispatch system.

e Demolition of the existing roadway and the con-

struction of two lanes in each direction along
Lake Pleasant Parkway from Westwing Park-
way to the soon-to-be-completed Loop 303. Fi-
nal design and right-of-acquisition are now un-
derway, and construction is expected to begin in
FY 2012.

e Widening of the intersections along 75th Ave-

nue at Peoria Avenue, Cactus Road, and Thun-
derbird Road. These intersections will be wid-
ened to their ultimate configuration of three
through lanes, two left turn lanes, and a right

turn lane at each leg. From a safety and conges-
tion relief standpoint, these are the highest prior-
ity intersections in Peoria.

Widening of 91st Avenue to a five-lane roadway
section (2:1:2) from Butler Drive to Mountain
View Road. This will relieve the bottleneck that
exists adjacent to the undeveloped areas.

A new two-lane roadway that will reduce truck
traffic on Beardsley Road between 111th Avenue
and 99th Avenue.
The preferred
alignment is an
extension of 112th
Avenue from Rose
Garden Lane north
along the east bank
of the Agua Fria
River to Pinnacle
Peak Road and
107th Avenue.

A program to bury overhead power lines in
older sections of the community. A consultant
has been engaged to inventory existing overhead
power lines and prioritize them for placement
underground.

Repair and rehabilitation of trunk sewer lines to
ensure continuous and reliable service.

Construction of two sections of sanitary sewer
line (21- and 18-inch) along Lake Pleasant Park-
way from Dynamite Road to the Loop 303.

Construction of new 24-inch waterlines along
Lake Pleasant Parkway (Dynamite Road to the
Loop 303) and Lone Mountain Road (El Mirage
Road to the Loop 303).

15
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OPERATING BUDGET IMPACT

The Capital Improvement Program has direct and
sometimes significant impacts on Peoria’s operat-
ing budget. Upon their completion, most capital
projects require ongoing costs for operation and
maintenance. New buildings require electricity,
water and sewer service, and maintenance and re-
pair. New roads require regular sweeping as well
as periodic crack filling and sealing, patching, mill-
ing, minor resurfacing, and replacement of stripes
and markings. New parks and landscaped rights
of way (such as medians and streets shoulders) re-

quire irrigation, fertilizing, mowing, and trimming.

Some projects, such as a recreation center, require
additional employees.

Departments submitting capital projects estimate
the operations and maintenance costs of each pro-
ject based on cost guidelines that are updated each
year. The departments also consider any addi-
tional revenues or savings the city can reasonably
expect to recognize upon completion of the project.
For example, membership fees from a new recrea-
tion center help to offset the increased operating
costs. The net operating costs are included not
only in the project request, but also in the long-
range forecasts of the respective funds, to ensure

that we properly account for operating budget im-

pacts of all capital projects.

Operating budget impact is a key criterion in de-
ciding which projects to fund and when. If the city
cannot afford the additional operations and main-
tenance costs of a project, the project will not be
funded until those costs can be absorbed by the
operating budget, regardless of the relative merits
of the project. Departments must submit a supple-
mental request to obtain the additional budget
needed to operate and maintain capital projects.
Supplemental requests for CIP operation and
maintenance costs must compete with other re-
quests for funding.

OPERATIONAL IMPACTS BY PROJECT TYPE

Project Type FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Drainage $23,300 $23,300 $23,300 $23,300 $23,300
Operational Facilities $180,100 $180,100 $180,100 $305,100 $305,100
Parks $843,980 $845,580 $845,580 $845,580 $899,280
Public Safety $167,000 $257,000 $257,000 $257,000 $257,000
Streets & Traffic $351,846 $564,846 $600,966 $602,966 $602,966
Wastewater $22,000 $47,000 $65,100 $65,100 $65,100
Water $134,000 $206,025 $299,125 $527,725 $604,325
Total $1,722,2226 $2,123,851 $2,271,171 $2,626,771 $2,757,071
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The Capital Improvement Program for fiscal years
2012-2021 is a $464 million investment in 175 dif-
ferent capital projects over the next 10 years. The
program represents a significant investment of city
resources in infrastructure, facilities, and recrea-
tional assets, and is designed to address the highest
priority needs of the community. It is both finan-
cially feasible and can be accomplished within the
suggested time frame.

The 10-year plan relies on several major revenue
sources to finance capital projects. The use of these
funding sources is governed not only by federal
and state law, but also by the city’s own Principals
of Sound Financial Management. Funding for
many of the projects in the CIP comes from more
than one source. For example, a single roadway
project might be funded with general obligation
bonds, impact fees, transportation sales tax, and
federal transportation funds.

The amount of revenue available for allocation to
projects in the CIP is based on financial projections
by staff in the Office of Management and Budget.
To develop these projections, staff vigilantly moni-
tors and analyzes retail sales figures, construction
(development) activity, residential and commercial
property values, water and wastewater usage, state
revenues, interest rates, and local and national eco-
nomic trends. Much of the work involved in the
development of the CIP involves matching identi-
fied project needs (and the associated costs) with
available funding sources. The major sources used
to pay for CIP projects are discussed in this section.

GENERAL OBLIGATION BONDS

General Obligation (G.O.) Bonds are a common
method used to raise revenues for large-scale mu-
nicipal projects. G.O. bonds are backed by the full
faith and credit of the city, meaning that the debt is
backed by all the revenues and resources of the
city. Peoria only issues debt for projects when it
truly makes sense to do so. This is determined by a
number of different criteria, including:

¢ The useful life of the project will not exceed the
term of the bond (usually 20 years).

¢ Pay-as-you-go financing is either not available or
not sufficient to fund the project. (Pay-as-you-go
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financing refers to cash-based sources such as
operating revenues and impact fees.)

e The project will benefit future residents of Peo-
ria, so the use of pay-as-you-go financing will
unfairly burden current residents.

In Peoria, G.O. bonds are backed by the city’s
property tax collections. Beginning in 1980, state
law mandated the separation of city property taxes
into two components: the primary tax levy and the
secondary levy. The primary levy may be imposed
for any governmental purpose, but has strict limi-
tations on how much can be levied. The secondary
levy may only be used to retire the principal and
interest on G.O. bonds issued by the city. As a re-
sult, it is the secondary levy that is used to finance

many of Peoria’s capital projects.

Debt Policies

The Principles of Sound Financial Management
include policies governing the use of property-tax
supported bonds:

¢ Tax supported bonds are bonds for which funds
used to make annual debt service expenditures

are derived from ad valorum (property) tax reve-
nue of the city (11.07a).

The target for the maturity of general obligation
bonds will typically be between 20 and 30 years.
The target for the “average weighted maturities”
for general obligation bonds of the city will be
12.5 years (11.07b).

Generally, the city will structure general obliga-
tion bond issues to create level debt service pay-
ments over the life of the issue (11.07c).

Debt supported by the city’s general fund will
not exceed 10 percent of the annual general fund
revenues (11.07d).

Secondary property tax rates will be determined
each year as part of the budgetary process
(pursuant to state law) to pay the necessary debt
service payments of general obligation bonds
currently outstanding or expected to be issued
within the fiscal year (11.07e).

In accordance with requirements of the State of
Arizona Constitution, total bonded debt will not
exceed the 20 percent limitation and 6 percent
limitation of the total secondary assessed valua-
tion of taxable property in the city (11.07f).

Reserve funds, when required, will be provided
to adequately meet debt service requirements in
subsequent years (11.07g).

Interest earnings on bond fund balances will
only be used to pay debt service on the bonds
unless otherwise committed for other uses or
purposes of the project (11.07h).

The term of any bond will not exceed the useful
life of the capital project/facility or equipment for
which borrowing is intended (11.07i).
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Assessed Valuation

As mentioned above, it is the secondary levy that is
used to pay the principal and interest on general
obligation bonds. The secondary property tax is
unlimited in that a city may levy the amount neces-
sary to meet its debt service obligations. The sec-
ondary assessed value of a property is calculated
by multiplying that property’s full cash value, as
determined by the county assessor, by an assess-
ment (varies by property class). Thus, Peoria’s sec-
ondary assessed valuation is the sum of the secon-
dary assessed valuation of all properties within the
incorporated area of Peoria. The city’s secondary
property tax levy, then, is the secondary assessed
valuation multiplied by the secondary property tax
rate. For FY 2012, Peoria’s secondary assessed
valuation is $1.3 billion and the secondary levy is
$16 million.

Assessed valuation is highly susceptible to swings
in the real estate market. The severe economic re-
cession that began in 2008 has decimated commer-
cial and residential property values in the Phoenix
metropolitan area, leading to dramatic declines in
assessed valuation for cities like Peoria. Secondary
assessed valuation peaked at almost $2 billion in
FY 2009, but will have fallen by 36 percent by FY
2012 to $1.3 billion. City forecasts show another 18
percent drop in FY 2013 to just over $1 billion,
which means the city will have lost nearly half of
its assessed valuation over a four-year period.

HISTORIC AND PROJECTED ASSESSED VALUATION
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This loss of secondary assessed valuation means

the city cannot support the level of G.O.-bonded
projects once programmed in the CIP, as property
tax revenues would not be sufficient to pay the
debt service. Indeed, G.O. bonds account for $86
million, or 19 percent, of the $463 million FY 2012-
2021 CIP—compared to $319 million, or 32 percent,
of the $1 billion FY 2009-2018 CIP. To look at it an-
other way, the G.O.-bond supported portion of the
CIP has decreased by 73 percent since FY 2009.

Numerous G.O. bond-funded capital projects have
been either eliminated from the CIP or pushed
back to achieve a balanced program. For example,
during this year’s CIP balancing process, five G.O.
bond-funded projects were eliminated, including
the Joint Training Fire Facility, Sun Aire Estates
Privacy Wall (Phase III), Esquire Manor Recon-
struction, Development Services Building Shell Im-
provements, and Pinnacle Peak Road and 67 Ave-
nue Channel to New River. Several drainage pro-
jects were pushed back, including storm drains on
Mountain View Road, 915t Avenue, and 87 Avenue.
Finally, the city opted to upgrade rather than re-
place the Asset Management System, and changed
the funding source for the Arterial Street Overlay
Program from G.O. bonds to the Streets Fund.
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General Obligation Debt Limitations

The Arizona Constitution limits a city’s bonded
indebtedness (outstanding principal) to 20 percent
or 6 percent of its secondary assessed valuation,
depending on the type of project involved. Pro-
jects in the 20 percent category include water,
sewer, drainage, artificial lighting, open space pre-
serves, parks, playgrounds and recreational facili-
ties, public safety and emergency services facilities,
and streets and transportation. Projects in the 6
percent category include economic development,
historic preservation and cultural facilities, general
government facilities, and libraries.

The table below shows the city’s estimated consti-
tutional debt limitation as of July 1, 2011. Avail-
able borrowing capacity has decreased signifi-
cantly over the last two years, as secondary as-
sessed valuation has been adjusted downward, re-

flecting the area’s weak housing market, and the
city sold an additional $29 million in new bonds in
June 2010. Available capacity in the 20 percent
category is now $102 million, compared to $196
million in FY 2010, while available capacity in the 6
percent category is now $74 million, compared to
$109 million in FY 2010.

Forecasts show available capacity in both catego-
ries decreasing still further in FY 2013. The city is
expecting an additional 18 percent drop in secon-
dary assessed valuation, and plans to issue $15.5
million in new G.O. bonds. As the table below in-
dicates, available capacity is projected to increase
beginning in FY 2014 and each year thereafter
through FY 2016, reflecting gradual increases in
secondary assessed valuation combined with little
to no new debt issues.

CONSTITUTIONAL DEBT LIMITATION
As of July 1, 2011

6% Bonds

Secondary Assessed Valuation $1,276,866,735

20% Bonds

Secondary Assessed Valuation $1,276,866,735

Allowable 6% Debt Capacity $76,612,004 Allowable 20% Debt Capacity $255,373,347
Less 6% Bonds Outstanding ($2,535,000) Less 20% Bonds Outstanding ($153,710,000)
Unused 6% Debt Capacity $74,077,004 Unused 20% Debt Capacity $101,663,347

PROJECTED CONSTITUTIONAL CAPACITY AFTER PLANNED BOND SALES
(All Dollars in Thousands)

Projected Capacity Principal Outstanding on Projected Capacity after

Fiscal Planned Bond Sales before Bond Sales Planned Bond Sales Planned Bond Sales

Year 6% 20% 6% 20% 6% 20% 6% 20%

2012 $8,411 $7,045 $74,045 $101,557 $8,411 $7,045 $65,633 $94,511
2013 S0 $4,537 $60,985 $61,974 $8,157 $11,369 $52,828 $50,605
2014 $0 $1,136 $64,063 $76,297 $7,889 $12,357 $56,173 $63,939
2015 S0 $1,651 $66,552 $92,308 $7,609 $13,956 $58,943 $78,351
2016 ) $1,618 $69,512 $111,768 $7,314 $15,504 $62,197 $96,264
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Voter Authorization

Regardless of whether or not the city has available
revenues or constitutional capacity to issue and
pay for new bonds, the city must have authoriza-
tion from the voters through a citywide bond refer-
endum in order to issue G.O. bonds for capital pro-
jects. Peoria voters have authorized the use of
bonds for various capital needs in bond elections
held in 1985, March 1990, September 1994, Septem-
ber 1996, September 2000, May 2005, and Novem-
ber 2008. In the most recent bond election, held
November 4, 2008, voters authorized the use of
$378 million in bonds in three categories: Streets,
Bridges, Traffic Control and Transportation, and
Drainage ($277 million); Public Safety, Technology,
and Municipal Operations ($60 million); and Parks,
Recreation, and Trails ($41 million).

Bond sale proceeds must be used for the purposes
specified in the bond election publicity pamphlet
and ballot. Unspent bond proceeds in one category
may be used to pay for projects in that same cate-
gory, but may not be used to pay for projects in
another category. The city takes very seriously its
responsibility to properly apply voter authoriza-
tion, and has systems in place to track the use of
voter authorization by category. The table below
shows the remaining voter authorization for G.O.
bonds by category. The remaining authorization
numbers reflect unused authorization from the

September 2000, May 2005, and November 2008
bond elections.

Property Tax Rate

This 10-year plan was developed under the as-
sumption that the existing secondary property tax
rate of $1.25 per $100 of assessed valuation will not
change. The last time the secondary property tax
rate changed was in FY 2008 when it increased to
$1.25 from $1.20. Prior to that time, the rate held
steady at $1.30 from FY 1999 to FY 2006.

Schedule 8 in the Annual Program Budget for FY
2011 shows the original issue amount, outstanding
principal amount, and debt service requirements

for the city’s general obligation bonds.

ESTIMATED AVAILABLE G.O. BOND VOTER AUTHORIZATION

Authorization

Authorization

Authorization Available Proposed Uses Available
Project Type Total Authorized Used to Date June 30, 2011 FY 2012-2021 June 30, 2021
Drainage $114,196,146 (542,399,270) $71,796,876 (515,351,521) $56,445,355
Facilities $36,807,309 S(585) $36,806,724 ($10,000,160) $26,806,564
Parks $105,939,195 (525,911,003) $80,028,192 (526,022,210) $54,005,982
Public Safety $94,060,376 (529,820,206) $64,240,170 (510,028,511) $54,211,659
Streets $394,517,489 (574,337,637) $320,179,852 (544,193,400) $275,986,452
Total $1,016,000,000 ($172,468,701) $573,051,814 ($105,595,802) $467,456,012
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REVENUE BONDS

The city uses revenue bonds to support major capi-
tal improvements in its water and wastewater sys-
tems. Revenue bonds are secured by water and
wastewater utility rate revenues rather than the
full faith and credit of the city. As such, revenue
bonds typically carry a slightly higher interest rate
than general obligation bonds. Like G.O. bonds,
revenue bond-funded projects can only be under-
taken if they have voter authorizvation from a city-
wide bond referendum.

There are no legal or statutory limits on the
amount of revenue bonds that may be issued.
However, there are other constraints that limit the
amount of revenue bonds that city can sell. For
example, the issue will be required to have a cover-
age ratio of at least 1.25, which means that the pro-
jected net revenues from the project must be at
least 125 percent of the highest maximum debt ser-
vice requirement on outstanding bonds plus the
debt service on new bonds to be issued. In addi-
tion, each of the outstanding bond issues must
have a debt service reserve requirement sufficient
to cover at least one year of debt service.

Included under revenue bonds, though technically
not “bonds” at all, are loan agreements with the
Water Infrastructure Finance Authority of Arizona,
or WIFA. WIFA is a program created by the State
of Arizona, pursuant to federal regulations regard-
ing water pollution and safe drinking water law, to
provide financing to local communities for water
and wastewater projects. Like revenue bonds,
these loan agreements are backed by water and
wastewater utility rate revenues. The city has en-
tered into loan agreements with WIFA to finance
the construction and/or expansion of the Greenway
Water Treatment Plant, Beardsley Water Reclama-
tion Facility, and Butler Water Reclamation Facil-
ity, as well as other water and wastewater projects.

The city does not plan to issue additional revenue

bonds or enter into new WIFA loan agreements
until FY 2019. Schedule 8 in the Annual Program
Budget for FY 2011 shows the original issue
amount, outstanding principal amount, and debt
service requirements for the city’s water and
wastewater revenue bonds, including WIFA loan
agreements.

Debt Policies
The Principles of Sound Financial Management

include policies governing the use of revenue
bonds:

¢ Revenue bonds of the city will be analyzed care-
fully by the Finance Department for fiscal sound-
ness. Part of this analysis shall include a feasibil-
ity report prepared by an independent consult-
ant prior to the issuance of utility-supported
revenue bonds to ensure the generation of suffi-
cient revenues to meet debt service require-
ments, compliance with existing bond covenants,
and to protect the bondholders.

¢ Revenue bonds should typically be structured to
provide level debt service over the life of the is-
sue.

e Debt service reserve funds should be provided
when required by rating agencies, bond insurers,
or existing bond covenants.
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e Interest earnings on the reserve fund balances
will be used to pay debt service on the bonds
unless otherwise committed for other uses or
purposes of the project.

e The term of any revenue bond or lease obligation
issue will not exceed the useful life of the capital
project/facility or equipment for which the bor-
rowing is intended.

¢ The target for the term of revenue bonds will
typically be between 20 and 30 years. The target
for the average weighted maturities for revenue
bonds of the city will be 12.5 years.

MUNICIPAL DEVELOPMENT
AUTHORITY BONDS

For certain projects, the city uses bonds issued by
non-profit Peoria Municipal Development Author-
ity to pay for capital improvements. MDA bonds
are secured by the city’s excise tax and other un-
designated revenues. The use of property taxes for
this purpose is specifically prohibited. MDA bonds
typically carry a higher interest rate than general
obligation bonds, but they are advantageous in
that they are not subject to constitutional debt lim-
its or coverage ratios and they do not require voter

approval.

Under this method of financing, the city acquires
the desired facilities from the non-profit corpora-
tion by means of a lease-purchase contract. The
MDA issues its own bonds to obtain the funds nec-
essary for the construction of the facilities. The fa-
cilities financed with the MDA bonds are then
leased to the city for lease-rental payments that
mirror the semi-annual interest and principal pay-

ments on the bonds.

The city is planning to use MDA bonds to finance
improvements to the Peoria Sports Complex re-
lated to the ongoing negotiations with the Padres
and Mariners to renew their leases beyond 2013.
The cost of these improvements is estimated at
$16.6 million. Once issued, the bonds will be re-
paid using the city’s half-cent sales tax revenues.

The Peoria Municipal Development Authority has
issued bonds twice in recent years for high-profile
projects around the city. In March 2006, the MDA
issued $6.7 million in bonds to finance the con-
struction of the Peoria Center for the Performing
Arts. These bonds are being repaid with the city’s
half-cent sales tax revenues and with the 1 percent
charge to capital projects for public art. In February
2008, the Peoria MDA issued $47 million for the
construction of the missing segment of Happy Val-
ley Road from 91t Avenue to Ter-
ramar Boulevard and for the wid-
ening of 834 Avenue from Wil-
liams Road to Calle Lejos. These
bonds are being repaid with the
city’s transportation sales tax

revenues.

Schedule 8 in the Annual Pro-
gram Budget for FY 2011 shows
the original issue amount, out-
standing principal amount, and

debt service requirements for
MDA bonds.
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DEVELOPMENT IMPACT FEES

A development impact fee is a charge on new de-
velopment to pay for the construction or expansion
of off-site capital improvements that are necessi-
tated by and benefit the new development. Impact
fees, which are collected when building permits are
issued for a given project,
cannot be used for opera-
tions, maintenance, or re-
pair of existing facilities.
The City of Peoria assesses
impact fees for transporta-
tion, neighborhood parks,
community parks, trails,
open space, libraries, law
enforcement, fire protec-
tion, general government,
water expansion, wastewa-
ter expansion, water re-
source, water reuse irriga-
tion, and solid waste. Im-
pact fees are an important
source of revenue for the FY 2012-2021 CIP, and
help to ensure that residential and commercial
growth in Peoria pays for itself. Impact fee reve-
nues are subject to fluctuations in economic and
market forces. As such, staff regularly updates
forecasts of impact fee revenues and the associated
fund balance models to reflect the most current
economic and development information.

The Arizona State Legislature approved —and the
governor signed into law —SB 1525, which changes
the way cities assess, collect, use, and administer
development impact fees. This law is certain to
have implications for the future of Peoria’s Capital
Improvement Program. Prior to the January 1,
2012, effective date, staff will determine what
changes, if any, will be required to comply with the
new law and how this will affect projects pro-
grammed in the CIP.

OPERATING FUND REVENUES

Where possible, the city uses available cash, or
“Pay-As-You-Go” funding, to pay for capital pro-
jects. Pay-As-You-Go funding comes from several
operating funds, including the general fund, the
water and wastewater utility funds, and the streets
fund. Each year, the city
identifies one-time, non-
recurring revenues from
these funds that can be
used to support capital
needs. The amount avail-
able in these funds for capi-
tal projects is limited, how-
ever, because of the uncer-
tainty of available revenues
and the need to support
ongoing operations.

The city’s half-cent sales
tax fund also can be used
to support capital projects,
provided that such projects are consistent with the
City Council policy governing the use of revenues
from this tax. A variety of public safety projects
have been supported by this revenue source over
the years.

INTERGOVERNMENTAL AND
GRANT REVENUES

Peoria’s grants coordinator and intergovernmental
affairs staff work with city departments and out-
side agencies to aggressively pursue grants and
other outside funding sources to help support capi-
tal projects. The city frequently shares the costs of
capital projects with neighboring cities, the Flood
Control District of Maricopa County, the Maricopa
County Department of Transportation, the Arizona
Department of Transportation, and other agencies.
The Engineering, Public Works-Utilities, and Gov-
ernmental Affairs departments work closely with




FY2012-2021 Capital Improvement Program
Financing the CIP

the Maricopa Association of Governments, the Wa-
ter and Infrastructure Financing Authority of Ari-
zona, and other agencies to secure pass-through
federal funds, low-interest loans, and other favor-
able funding sources for capital projects.

Over the last two years, Peoria has been very suc-
cessful in securing or advancing outside funding
for transportation projects. Nearly $70 million in
federal stimulus dollars awarded to either the city
or to ADOT have been or are being put to work all
around the city on projects such as the Beardsley
Road Extension, the widening of Loop 101 traffic
interchanges at Union Hills Drive and Olive Ave-
nue, the Grand Avenue widening, and pavement
preservation projects in various locations. Federal
Congestion Mitigation and Air Quality (CMAQ)
money has paid for almost 100 percent of the con-
struction costs for the 84t Avenue streetscape and
the 91+t and Olive intersection improvements.

The city also has received significant outside dol-

lars for water and wastewater projects. The United
States Department of the Interior awarded $1.8 mil-
lion in federal stimulus-funded Challenge Grants
to Peoria for water resources sustainability en-
hancements. These enhancements include con-
structing an additional recharge basin to bank re-

claimed water from the city’s water reclamation
facility, converting a well system from potable to
non-potable water, and constructing a reclaimed
water pipeline and water measuring devices. In
addition, Peoria received $10 million in reduced-
interest WIFA loans and $1.4 million in principal
forgiveness from the 2009 federal stimulus pro-
gram. These loans have paid for several projects in
the CIP, including trunk sewer repairs on Northern
Avenue, new water lines at several locations, and
upgrades to several well sites and the Beardsley
Water Reclamation Facility.

TRANSPORTATION SALES TAX

In 2004, the City Council appointed a 23-member
Citizen Transportation Committee to evaluate Peo-
ria’s future transportation requirements and con-
sider the various alternatives for funding these im-
provements. Based on its review, the committee
put forward a recommendation to the City Council
to increase the city sales tax by three-tenths of a
percent to pay for transportation needs. The City
Council referred this recommendation to the vot-
ers, who, on September 13, 2005, approved Propo-
sition 300 increasing the city sales tax for transpor-
tation purposes.

Transportation sales tax revenues are deposited
into a separate fund from which expenditures are
made for various transportation purposes. Consis-
tent with the Citizen Transportation Committee’s
original recommendation, the city earmarks in its
forecasts each year $1 million for pavement main-
tenance, $1.6 million for transit operations, and
$500,000 for operational support. Any unspent
monies in these three areas are allocated to street
capital projects, along with the balance of revenues
collected. The transportation sales tax fund also
pays the debt service on the MDA bonds issued for
the construction of Happy Valley Road and the
widening of 83 Avenue from Williams to Calle
Lejos, which is approximately $4 million per year.
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The Happy Valley Road intersection improve-
and the 83rd Avenue ments, and public tran-

widening are the most
significant projects
completed to date using
primarily transporta-
tion sales tax revenues.
Other completed pro-
jects that have been
funded at least partially
with this source include
the Traffic Management
Center, ITS Workstations at the Peoria Sports Com-
plex, 84t Avenue Streetscape, and 87th Avenue
half-street improvements from Olive Avenue to
Hatcher Road. This fund also supports a number
of ongoing programs, including the Traffic Signal
Program, Traffic Signal Interconnect Program, and
Bridge Maintenance Program. Over the next three
years, the transportation sales tax will help pay for
several key projects, including the reconstruction
and widening of Lake Pleasant Parkway from West
Wing Parkway to the new Loop 303, the widening
of 91t Avenue between Butler Drive and Mountain
View Road, and intersection improvements along
75t Avenue at Thunderbird Road, Peoria Avenue,
and Cactus Road.

COUNTY SALES TAX (PROP. 400
REIMBURSEMENTS)

On November 2, 2004, Maricopa County voters ap-
proved Proposition 400, which authorized a 20-
year continuation of the half-cent sales tax for
transportation projects. By state law, use of the
revenues from this sales tax must be consistent
with the Regional Transportation Plan (RTP)
adopted by the Maricopa Association of Govern-
ments (MAG) Regional Council November 25,
2003. The RTP provides a blueprint for future
transportation investments in the region through
FY 2026, including freeways and other routes on
the state highway system, major arterial streets and

sit systems.

Peoria has five projects
in the arterial compo-
nent of the RTP, known
as the Arterial Life Cy-
cle Program, or ALCP:
Lake Pleasant Parkway,

Happy Valley Road, the
Beardsley Connector,
75" Avenue and Thunderbird Road intersection
improvements, and the widening of 834 Avenue
from Butler Drive to Mountain View Road. Re-
gional revenues have been allocated to each of
these projects, and the city is required to match
these revenues with a contribution of no less than
30 percent of the total project costs. The source of
the regional revenues programmed in the ALCP
for all of Peoria’s projects except for the Beardsley
Connector is the half-cent county transportation
sales tax. The Beardsley Connector received fed-
eral surface transportation program funds rather
than the county sales tax.

To receive disbursements of county transportation
sales tax through the ALCP, a city must first ex-
pend its own sources on an eligible project and
then request reimbursement for those expendi-
tures. To date, Peoria has been reimbursed $27
million for Lake Pleasant Parkway and $11.6 mil-
lion for Happy Valley Road. Since these two pro-
jects were constructed in advance of the scheduled
reimbursements, the city has allocated these reim-
bursement dollars toward other capital projects
that would have used the same sources for which
the original projects were reimbursed. For exam-
ple, the city is using reimbursement dollars from
Lake Pleasant Parkway, which was largely funded
with G.O. bonds, to pay for Community Park #2,
which otherwise would have used G.O. bonds.
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Capital Improvement Program FY 2012-2021

Summary by Funding Source

Fund Number and Name FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 17-21 Total

1000 - General $8,436,750 $60,550 $60,550 $294,550 $0 $234,000 $9,086,400
1210 - Half Cent Sales Tax $64,543 $0 $0 $0 $0 $0 $64,543
1970 - Municipal Office Complex Rsv $473,350 $0 $0 $0 $0 $0 $473,350
2050 - Water $5,767,742 $2,061,366 $8,527,519 $3,692,318 $5,244,004 $35,111,770 $60,404,719
2161 - Water Expansion $7,015,020 $1,627,788 $735,859 $2,790,600 $1,356,441  $19,679,340 $33,205,048
2224 - WIFA Bonds DW-038-2009 $0 $0 $0 $0 $0  $38,421,613 $38,421,613
2400 - Wastewater $6,657,110 $2,259,468 $2,689,651 $2,032,725 $1,502,835  $16,817,623 $31,959,412
2510 - Wastewater Expansion $3,247,662 $672,415 $676,653 $1,230,111 $2,136,459 $7,355,464 $15,318,764
3400 - IT Reserve $0 $400,000 $381,900 $803,800 $0 $0 $1,585,700
4210 - GO Bonds 2007 $5,342,089 $0 $0 $0 $0 $0 $5,342,089
4220 - GO Bonds 2009 $18,793,275 $0 $0 $0 $0 $0 $18,793,275
4231 - MDA Bonds 2009 - Sports Complex  $16,780,125 $0 $0 $0 $0 $0 $16,780,125
4240 - GO Bonds 2010 $12,014,407 $0 $0 $0 $0 $0 $12,014,407
4250 - Proposed GO Bonds $15,456,652 $0 $0 $0 $0 $0 $15,456,652
4550 - County Transportation Tax $30,280,428 $674,538 $0 $0 $0 $0 $30,954,966
4555 - Federal Funded CIP Projects $600,000 $0 $0 $0 $0 $0 $600,000
4810 - Capital Projects-Outside Srces $1,598,448 $1,941,534 $3,032,560 $2,602,730 $129,566 $6,429,484 $15,734,322
4970 - Proposed GO Bonds $0 $5,032,934 $1,136,250 $1,651,366 $1,618,237 $24,599,170 $34,037,957
7000 - Highway User $5,016,082 $3,533,730 $2,778,188 $3,736,900 $2,423,900 $16,285,750 $33,774,550
7001 - Streets Dev Zone 1 $584,678 $357,930 $0 $2,082,901 $0 $0 $3,025,509
7002 - Streets Dev Zone 2 $4,116,474 $0 $0 30 $0 $0 $4,116,474
7010 - Transportation Sales Tax $11,221,603  $13,226,330  $10,092,340 $2,684,901 $1,209,000  $13,167,320 $51,601,494
7901 - Neighborhood Park Dev Zone 1 $1,296,434 $25,200 $155,522 $584,756 $0 $213,142 $2,275,054
7904 - Neighborhood Park Dev Zone 2 $0 $25,200 $0 $0 $238,908 $2,047,400 $2,311,508
7905 - Neighborhood Park Dev Zone 3 $1,067,674 $25,200 $0 $0 $0 $2,806,860 $3,899,734
7910 - Citywide Park/Rec Facility Dev $0 $0 30 $0 $0 $8,039,897 $8,039,897
7915 - Open Space Dev $1,306,166 $52,200 $0 $0 $0 $52,200 $1,410,566
7920 - River Corridors & Trails Dev $793,585 $52,200 $0 $0 $0 $254,897 $1,100,682
7930 - Law Enforcement Dev $0 $107,288 $5,875,053 $0 $0 $0 $5,982,341
7935 - Fire & Emergency Svc Dev $70,000 $0 $0 $0 $0 $6,056,734 $6,126,734
7940 - General Government Dev $55,500 $0 30 30 $0 $0 $55,500
Total $158,055,797  $32,135,871  $36,142,045  $24,187,658  $15,859,350 $197,572,664  $463,953,385
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