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1.

Cresco Capital Improvements Plan
2022-2027

General Overview and Introduction

A.

8.

c.

Introduction

The Mayor and City Council decided to prepare a capital improvements plan (CIP) for future
capital projects in Cresco in June 2021, The two basic components of a CIP are to identify the
projects and the estimated costs of each and then devise a way to pay for these projects.
Addendum 1 is an overall summary of what constitutes a capital improvements plan.

The CIP ~ What It is amd is Not

A capital improvement plan is a “tool” for the scheduling, planning, and financing of large
construction projects and major pieces of equipment. It is a “blueprint” for the future
infrastructure improvements in the City. It is a written document that links together the City’s
comprehensive plan with the City’s annual budget. It provides the mayor, city council, city staff
and the citizens with a listing of capital projects that the City will need to complete over the next
four to five years.

On the other hand, a capital improvements plan is not “cast in stone.” It is a planning document
that can be revised at any time. It is not a legal commitment by the Cresco City Council to complete
any particular project within a specified period of time. The adoption of the CIP does not obligate
future city councils to any course of action, It merely provides an indication of the projects that
might be completed, when they might be accomplished, and how they could be funded. The final
decision as to whether a project will be built will be decided by the city council during the
preparation of the annual city budget and the actual award of a contract to complete the project.

Annual CIP Reviews

After the CIP has been adopted, it will need to be reviewed and updated on an annual basis by
the City Staff. Completed projects will be deleted from the CIP. New projects will be added to the
CIP. Some projects will be revised and updated, as new information becomes available. The ideal
time to update the CIP is in October or November of each year or prior to the preparation of the
next city budget.

Previous Construction Projects

The City of Cresco has completed several capital improvement projects in recent years. The City
has identified many other capital improvement projects that will need to be completed in the next
five years in order to meet the needs of the community. While the City has completed some
engineering reports and feasibility studies on individual municipal services, the City has not
developed a capital improvements plan in order to get the “big picture” on all of these needs and
capital projects.

While the City Council was aware of the need for many capital projects, questions remained as to
how to pay for them, when to construct them, and how to rank them. In other words, the City
needed a capital improvements plan that would identify all the potential projects, the sources of
funding for the projects, and the proposed timetable for construction.



E.

F.

Phase | - Identification of Potential Capital Projects

The first major phase of the preparation of the CIP was to identify all potential capital projects
and the possible sources of revenue to finance these projects. The Mayor, City Council Members,
City Department Heads, and City Clerk, identified 42 potential projects in 2021 with a total cost
of $39,573,365. The City conducted a comprehensive review to identify potential capital projects
that would cost $50,000 or more. While it is readily acknowledged that the City does not have the
financial capacity to finance all the projects that were identified, the process of listing all the
potential projects did provide the City with an overview of the City’s long term infrastructure
needs.

The list of potential capital projects was obtained from the following sources and documents:

1. City Department Heads’ suggestions
2. Mayor and Council Members’ suggestions
3. lowa DMR Wastewater Treatment Facility inspection Report
4. lowa DNR Water Utility Inspection Report
5. Past Engineering Report
& Fitness Center Mechanical & Electrical Master Plan
¢ Water Storage & Supply Study
e Cost Estimates for Various Projects

Phase Il — Ranking of Capital Projects

The second phase of the CIP process involved the ranking of the proposed projects by the City
Council Members in October, 2021. The City Council Members were asked 1o assign a rating of A,
B, C and D for each capital project. The following A to D ratings were used:

e An "A” ranking would mean that this is a very important project that should be
completed within the two years,

e A “B” ranking of a project would indicate that this is a high priority project that
should be included in the CIP, These projects would hopefully be completed within
the next three or four years.

* A “C” ranking of a project would indicate “moderate priority” meaning that the
project could be delayed for five to six years. If funds are available, these projects
could be scheduled for the fifth or sixth year.

+ Lastly, a “D” ranking would indicate that this project should be postponed to some
date beyond July 1, 2028. While the project may be worthwhile or beneficial, the
funds for such a project would probably not be available within the next five years

The City Clerk calculated a composite score for each of the projects based upon the individual
rankings completed by the City Council Members. Exhibit A is a CIP summary of the proposed
capital projects and equipment, as individually ranked by the City Council Members.

Phase Il - Review of Financial Documents

The identification of potential capital projects is usually the more interesting and enjoyable part
of the CIP process. The more challenging part of the CIP process is deciding how to pay for the
capital projects. In order to determine the City’s financial ability to pay for capital projects the
following documents were reviewed:



H.

City Budget Summaries F.Y. 2020-21 and F.Y. 2021-22.

Howard County Auditor’s report on taxable valuation and 100% assessed valuation
City of Cresco water and sewer utility rate structure

City’s outstanding General Obligation bonds, notes, and loans

City cash balances - all funds - June 30, 2019, June 30, 2020 & June 30, 2021

FY 2020-2021 actual revenues and expenditures

Potential grants for capital projects

* & & * o @ 9

Phase IV ~ Development of the Composite Score For All Projects — Addendum 2

After reviewing and ranking the proposed capital projects and equipment purchases, an overall
plan was developed that lists the projects that the City hopes to complete over the next five
years. Addendum 2 is an overall summary that lists the potential projects on a year by year
basis from 2022-2027. Addendum 2 also provides the name of the project, the estimated cost,
the potential sources of fund and a composite score for each project. A composite score was
cbtained for each project using the individual rankings of the five Council Members, An “A”
ranking was 4 points, a “B” ranking was 3 points, a “C” ranking was 2 points and a “D” ranking
was 1 point. The five individual rankings were totaled to obtain a composite score. If the
project had five “A” rankings, or a perfect score, then the total composite score would be 20
points. If the project had five “D” rankings, or the worse score, then the total composite score
would be S points.

2. Potential Sources of Funding for Capital Projects

A.

c.

General Obligation Notes

Many of the City’s previous capital projects have been financed with general obligation {G.0.}
bonds or notes. Many of the future projects identified in this CIP could also be financed with G.O.
bonds, but there are some limitations on the City’s ability to finance future projects with G.O.
bonds, such as the state constitutional debt limit and the amount of the City’s property tax debt
service levy. Detailed reviews of both of these limitations are covered later in this CIP.

Sanitary Sewer & Water Revenue Loans

The City can issue sanitary sewer revenue and water revenue bonds or loans in order to finance
sewer and water capital projects. The City can pledge sewer and water user fee revenues to retire
these sanitary sewer and water loans. In order to issue additional sewer and water loans to
finance sewer and water projects, the City would have to demonstrate that the sewer and water
user fee rate structures would generate enough revenue to pay back the loans.

Grants

The City has considered various grant programs for some capital projects. These grants include:
s Resource Enhancement and Protection Grant {REAP) — {IDNR)

Land and Water Conservation Fund (LWCF) Grant — {IDNR)

Revitalize lowa’s Sound Economy (RISE) Grant — (lowa DOT)

Surface Transportation Block Grant (STBG) - {lowa DOT}

Transportation Alternative Program (TAP) Grants- {lowa DOT)

United States Department of Agriculture ~ Rural Development (USDA-RD) Funding

Community Development Block Grant (CDBG) Program



D. Donations and Beguests
It is common far cities to receive donations or bequests for library related projects, park
improvements, trails, and fire department equipment. The sources of these donations can be
service clubs, individuals, gaming establishments, and corporations with local connections.

E. Local Option Sales Tax (LOST) Revenue
The voters in Cresco approved the local option sales tax in 2000. The Cresco voters adopted the
sales tax referendum {Addendum 4} in 2000, which stated that the 1% local option sales tax
revenues would be used for the following:

¢ Direct property tax rellef (10%)

Street improvements

Economic development

Purchase of equipment

Repair and maintenance of city buildings, property and parks

Operation of the Fitness Center

* & & & @

Exhibit B has been prepared to show the cash flow projections for the City’s local tax option sales
tax (LOST) fund. The City expects to receive $522,000 per year in local option tax revenue over
the next five years. The City Council adopted and the voters approved a public measure in 2000
for a 1% local options sales tax that would earmark 90% of this money for infrastructure
improvements and capital projects. {Addendum 4) Therefore, it has been assumed that most, if
not all, of the projects listed in this CIP could be financed with LOST funds.

The local option sales tax revenues received by the City are basically this CIP’s “shining star” or
“saving grace.” If the City did not receive the estimated $522,000 in sales tax money every year,
then many of the capital projects in this CIP could not be completed. The LOST fund has also
served as the City’s “emergency fund” or “rainy day fund” to pay those unexpected repairs or
improvements.,

The City of Cresco budgets about $522,000 in local option sales {LOST) tax revenue, but the actual
amount received can be greater than that amount. The City received $542,064 in LOST money in
F.Y.2020-21. The amount varies according to the amount of retail sales in Howard County. Exhibit
B shows how the City intends to allocate LOST money over the next five years. Itis important to
note the following:

1. The City will allocate 10% of the LOST money or $52,800 per year for “property tax relief.”
This LOST money will be used to help pay the City’s G.O. bond payments, which will then lower
the debt service property tax levy. (See Exhibit E)

2. The City will aflocate on average about $250,000 of the LOST money each year to finance small
projects or equipment purchases for less than $50,000 that are not listed in the CIP.

3. The LOST money will finance in part or whole 15 major capital projects in the following
departments:;
¢ Downtown sidewalks/crosswalks

Public works equipment

Fire Department trucks & equipment

Theatre repairs & improvements

Fitness Center repairs & improvements



¢ Library renovation project
* Airport runway repairs
e Park and trail projects

4, The City will continue to maintain $1,000,000 in cash reserves in the LOST fund to cover
emergency or unforeseen projects and expenses in excess of current estimates due to
inflation.

F. Cash Reserves— Addendum 5
The City has the option of financing some of the less expensive capital projects with cash reserves.
The City had $8,136,043 in cash reserve as of June 30, 2021, but much of this money is in restricted
accounts or is needed for cash flow purposes. The funds that have the potential to finance capital
projects and equipment purchases include:

Fund Actual Balance Actual Balance
July 1, 2020 ($) July 1, 2021 ($)
General Fund 1,050,380 1,387,086
Local Option Sales Tax 1,240,501 1,485,826
Equipment Fund 26,883 30,516
Airport Trust 47,021 70,790
Road Use Tax (RUT) 535,183 648,744
Water Utility 530,378 416,665
Water Replacement 266,315 519,543
Sewer Utility 917,093 626,527
Sewer Replacement 713,091 1,175,214
CIP Fund 219,745 90,612
Street Trust 108,858 35,757
Theatre Trust 11,300 41,672
Fire Trust 29,250 41,312
Library Trust 23,983 28,222
Yard Waste 126,194 129,025

G. Annual City Revenues for Capital Projects
The City has access to operating fund revenues that can be allocated for capital projects on an
annual basis. While there are restrictions and limitations on these revenues, these annual
revenues include:

General Fund — property taxes

Road Use Tax {RUT) - gasoline tax

Local Option Sales Tax— local 1% sales tax
Water Utility — user fees

Sanitary Sewer Utility — user fees

These potential sources of funding for capital projects are reviewed later in this CIP report.

H. Special Assessments Bonds
It is possible for the City to construct or rebuild streets, sidewalks, and storm sewers, and then
assess a portion of the cost back to the owners of the properties that benefit from the



improvements. Section 384.37 to 384.79 of the Code of lowa sets forth the detailed special
assessment process for public improvements. The special assessment process requires a super
majority vote of % of all council members or basically four votes of the Cresco City Council. If a
valid petition against the special assessment is filed, then a unanimous vote of the City Council is
required.

While the City of Cresco does not have a history of issuing special assessment bonds, the City has
a policy of using the special assessment process in order to help finance major street
reconstruction projects. The City has implemented a special assessment process and required
adjacent property owners to pay a portion of the costs for a new street or new sidewalk. As the
assessments are paid by the property owners over a period of time, these annual payments are
then used to help fund the next street reconstruction project. The City has been issuing general
obligation {G.0.) notes or bonds to finance street and sidewalk reconstruction projects and then
including the “special assessment” portion in the amount of the G.0. bond issue. As long as the
City has the G.O. debt capacity, this is the most cost effective way to finance a major street
project.

The City’s unique approach of using a special assessment process, but not actually issuing special
assessment bonds, has reduced the bonding attorney fees, fiscal advisory fees, and the
engineering fees for major street construction process. However, it does have an adverse impact
on the City’s G.0O. debt capacity. It is recommended that the City continue this cost effective and
unique approach and to continuing using G.0. notes to finance the street projects, but then use
the special assessment payments to help pay for future street projects.

3. Optional Funding Sources — Not Currently Proposed for the City’s Capital
Improvements Plan

The City of Cresco could generate additional revenue for capital projects by authorizing one or more
of the funding sources listed in this section. However, it has been assumed for the purposes of this
CIP that the City will NOT utilize any of the following four options.

A. Capital Improvement Fund Tax Levy

Section 384.7 of the Code of lowa permits cities to collect a property tax capital improvements
levy of 67.5 cents per $1,000 of taxable valuation, if approved by the voters, Many cities use this
additional property tax revenue to finance streets, sidewalks, and storm sewer improvements. If
the City of Cresco had this CIP levy, it would have generated $92,687 in FY 2021-22 for capital
projects.

Franchise Fees = Electric & Gas Revenues

Sections 364.3 and 384.3A of the Code of lowa authorize cities to impose up to a five percent {5%)
fee on electric and natural gas utility gross revenues. If cities follow the process, as outlined in the
Code of lowa, cities can then use this franchise fee revenue for basic infrastructure needs. Since
the utility providers are basically paying the fee for the use of the City-owned public right of way
{ROW), it is appropriate to earmark this money for repairs to the infrastructure located in the
ROW, such as streets, sidewalks, and storm sewers. The Code of lowa does not require voter
approval to implement franchise fees, which typically are “pass through” fees on the electric and
natural gas bills that are paid by the local customers of the utility. After the implementation



cl

process has been followed, the City Council can adopt a resolution that sets forth a franchise fee
of not more than 5% on utilities. In order to calculate the potential revenues to the City from
franchise fees, the City can contact the utility provider and request information regarding their
gross revenues in Cresco. It is estimated that a 5% franchise fee on just the electric bills could
generate about $240,000 on an annual basis for the City of Cresco.

Tax Increment Financing (TIF)

Many cities have adopted urban renewal plans and then establish urban renewal areas and TIF
districts, which enables these cities to collect TIF funds. As long as the City incurs a debt or
contractual obligation to finance a capital project located in an established TIF district, the City
can request TIF money to finance infrastructure improvements, such as street construction,
sanitary sewer lines, water mains, and storm sewers. The City of Cresco has adopted an urban
renewal plan. The City has six urban renewal areas or TIF districts, but has not used TIF money in
recent years to finance infrastructure projects. { See Addendum 6 & TiF District Map)

The one major advantage of not using TIF tax dollars for capital projects is that 100% of the
property tax dollars that would have gone to the City's TIF fund are credited to the General Funds
of the County, School, and City. The property tax dollars in the City’s General Fund would have
been used to finance ongoing operational expenses for salaries, benefits, utilities, supplies,
contracts, and services. A general overview of how TIF dollars can be obtained and spent is
attached as Addendum 6.

It is interesting to note that Howard County has a TIF district in Cresco for the Websters Additions
that will have a value of $2.1 mlilion in 2023. If the County did not request this TIF money in F.Y.
2021-22, the City would have received about 529,274 in additional property tax revenue with the
current property tax levies. Instead, this money has been shifted to the County’s TIF fund.

There are five additions in the Websters development. The first two TIF districts expire on June
30, 2022. The other three TIF districts expire on June 30, 2033. Itis estimated that approximately
59% of the TIF revenues collected by the County will be sent to the developer for

Infrastructure costs. The remaining 41% of TIF money collected by the County will be allocated
to the County’s low and moderate income {LMI) needs and projects.

While this CIP report does not designate any TIF revenues for future capital projects, it is
important to state that some of the capital projects could be financed with TIF revenues in the
future, provided that the City adheres to the TIF requirements in the Code of lowa. The City’s
TIF districts currently have the potential to generate $608,511 in revenue to the City’s TIF fund
on an annual basis.

The City can use TIF to finance City infrastructure projects such as streets, sanitary sewers,

street lights, storm sewers, sidewalks/trails and wastewater plant improvements. In order to be

eligible for TIF funds, the proposed capital project must meet the following criteria.

1. The project must be tocated within the urban renewal area and one of the TIF districts.

2. The individual projects must be identified and described in the City’s urban renewal plan, as
amended.

3. The City must incur some type of debt or obligation for payment, such as a G.O. loan, TIF
revenue loan, or internal loan to finance the project with TIF money.



4. The project or obligation will need to be listed on the annual TIF certification to the County
Auditor.

5. The City must have an adequate amount of TIF revenue to finance the project.

If the urban renewal area is designated for residential development, then a specified

percentage of TIF revenue must be earmarked for housing related projects to assist low and

moderate Income residents.

o

If the City should decide to finance any major capital projects with TIF revenue in the future,
then it is recommended that the City seek the assistance of an attorney, who is experienced in
TIF taw. The City will need to follow the requirements that are outlined in Chapter 403 of the
Code of lowa and Addendum 6 of this CIP report.

Storm Water Utility Revenues

Section 384.84 of the Code of lowa allows cities to establish storm water utility systems with user
fees to recover the costs of the construction of storm water pipes, catch basins, detention basins,
and related improvements. Many cities have implemented storm water utilities by a majority vote
of the city council. A public referendum is not required. Storm water user fees are typically
established as either a flat fee for all properties or as a fee that is based upon the amount of storm
water runoff from the property that enters the city’s storm sewer system or a combination of the
two options. If the City of Cresco had a storm water utility fee of $3.50 per month per account, it
would generate about $78,540 (1,870 accounts x $3.50 x 12) per year.

4. Revenue For Capital Projects — Annual Operating Funds

A‘

General Fund

The City’s current property tax levy of $16.144 per $1,000 of taxable valuation is probably above
the average property tax levy in lowa. For the purposes of this CIP report, it has been assumed
that the City will not increase the property tax levy to finance capital projects. It has been
assumed that the City may finance some of the less expensive capital projects and equipment
purchases under $50,000 with general fund property tax revenues.

Road Use Tax {RUT) Fund

The City will receive about $520,000 per year in road use tax money from the State of lowa. The
City can use this money for transportation related expenses such as street repairs, sidewalks,
street equipment, storm sewers, and street construction projects. This “pot of money” cannot
be used for such things, as sanitary sewer lines, fire equipment, or park improvements.

The City’s F.Y. 2021-22 City Budget shows that the City will spend $701,800 in expenditures from
the Public Works Program. The City intends to finance its costs for street maintenance, street
lighting and traffic controf with Road Use Tax revenues in F.Y. 2021-22. The City does not
currently allocate any of its RUT money for major capital projects. However, this CIP assumes
that the City will designate a portion of its future RUT money for the purchase of equipment for
the street department. It has been assumed that the City will continue to receive the sum of
$520,000 per year in RUT revenue from the State of lowa.



C. Sanitary Sewer Fund
The City of Cresco adopted a sewer user fee rate ordinance that has implemented a slight
increase in sewer rates on July 1% of every year. As a result of this sewer rate ordinance, the
sewer utility revenues are expected to be $826,800 in F.Y. 2021-22. These sewer revenues
should be sufficient to finance a portion of the sewer capital projects listed in this CIP.
The sewer utility finances the payment for the SRF loan which has a balance of $268,000.

It is important to note that SRF loans do require a 1.10 debt coverage ratio as stipulated by the
lowa Finance Authority. It appears that the City’s current sewer fund revenues are adequate to
satisfy this 1.10 debt coverage ratio requirement.

D. Water Utility Fund
The City has implemented annual adjustments to the water utility rates in recent years. The

City’'s water utility is projected to generate $589,600 in F.Y. 2021-22. The operating expenses
have been estimated at $581,400 in F.Y.2021-22, which will result in an increase of 58,200 in the
water fund cash balance. The City water utility is currently “debt free” and there no annual debt
payments.

E. Ongoing Operating Funds = No CIP Funding
Since most of the revenues generated by the four funds or departments listed above have
usually been allocated for ongoing operation and maintenance costs, it has been assumed for
the purposes of this CIP report that the City will not allocate money from these four funds for
capital projects and major equipment purchase for over $50,000. The annual revenues from
these four funds could be used to finance smaller capital projects, less expensive equipment
purchases, and possibly a portion of the costs for major equipment purchases. The decisions
regarding these purchases will be made on a “case by case” basis and will depend upon the
project and the availability of funds at the time of the purchase.

The City has dene an excellent job of maintaining water and sewer utility revenues at a level
needed to cover operational expenses, equipment purchases, and some depreciation expenses.
The City of Cresco has taken a fiscally responsible approach and implemented modest water and
sewer rate increases on an annual basis. Some cities in lowa have had the mistaken belief that
they are doing their residents “a favor” by never raising water and sewer rates and then only to
be required to double or triple water and sewer rates to repay an SRF foan for a DNR mandated
water or wastewater project. Cresco is to be commended for taking a more thoughtful and
responsible approach to water and sewer rates adjustments over the years.

5. Ongoing City Commitments

The City of Cresco has some amenities and services that are not often provided by cities of a similar
size in lowa. While these “guality of life” features helps to make Cresco a great place to live, these
“extra services” do present some financial challenges for the City. These great services or



amenities that are not always available in other communities with a population equivalent to
Cresco include:

¢  Municipal airport

s City owned theatre

e Recreation center/indoor pool

* Bike Trail

Since the City is basically mandated to finance the more customary city services, such as fire
protection, streets, library, parks, storm sewers, administration, and police protection, It can be
very challenging to pay the costs for these four additional services. While no one service is a major
concern, or “deal breaker,” it is the “sum total” of all these services that makes it difficult to
adequately “pay the bills” for all city departments in light of the severe restrictions placed on the
ability of cities in lowa to generate property tax dollars to fund all these services.

It is not recommended that the City eliminate or defund any of these three “extra services.”
However, the reality of the situation means that the City does not have the financial capacity to
finance any major capital projects with money from the General Fund. While the City may allocate
some General Fund revenues to pay for the less expensive repairs, er equipment, it has been
assumed for the purposes of this capital improvements plan that no future capital projects will be
financed with General Fund money.

Proposed Capital Improvement Projects by City Department

».

The City has identified a total of 26 potential projects |
for completion in this five year capital improvements
plan. After reviewing and ranking the capital projects,
the City has decided to include the following capital
projects in this CIP over the next five years:

A. Parks & Recreation Projects

Capital Project Cost Fiscal Year/Score
1. Tennis Court/Pickle Ball Court Project $110_,000 2023/10
2. Train Painting Project $105,000 2023/12
3. Prairie Springs Bike Trail Resurfacing $919,000 2023/16
Project
4. Fitness Center — HVAC Project $586,080 2024/16
5. Fitness Center - Pool Heater & Cover $165,375 2025/15
a. Fitness Center — Pool $400,725 2027/11
Ventilation & Condensing
Unit
Total $2,286,180

10



B. Street & Storm Sewer Projects

c.

Capital Project

1. 7" Street West Reconstruction Project

2. Downtown Crosswalks & Sidewalks
Reconstruction & Elm Street - 1% Ave.
to 3 Avenue

3. Division Street Reconstruction Project

4, 10™ Avenue SE & SW Reconstruction
Project

5. 2" Street Repair Project

Vernon Road Reconstruction Project

7. 5" Street West Reconstruction Project
Total

2

Wastewater/Sanitary Sewer Projects

Capital Project
1. Replace Sanitary Sewer on 3" St. SE

Water Projects

Capital Project
7t Street West Reconstruction Project
2. Downtown Crosswalks & Sidewalks
Reconstruction & Elm Street - 1% Ave,
to 3" Avenue
Division Street Reconstruction Project
4. Water Main From Well #3 to 500K
tower {8™ Ave.}
5. 10™ Avenue SE & SW Reconstruction
Project
2" Street Repair Project
Vernon Road Reconstruction Project
8. 5™ Street West Reconstruction Project
Total

=

w

Mo

Municlpal Buildings/Facilities

Capital Project

1. Theatre-Electrical Upgrades & Fire
Detection System

2. Miscellaneous Buildings — Buyout —
Solar Arrays Project

3. Theatre- Scene Shop Project

4. Llibrary — Downstairs Renovation
Project

Cost
$2,592,000

$600,000

$950,000
$1,750,000

$136,000
$1,500,000

$724,000
$8,252,000

Cost
$1,600,000

Cost
Included in B

Included in B

Included in B
$2,056,500

Included in B
Included in B
tncluded in B

Included in B
$2,056,500

Cost
$50,000

$300,000

$425,000
$98,500

Fiscal Year/Score

2023/19
2023/19

2025/14
2026/14

2026/13
2027/11
2027/11

Fiscal Year/Score

2026/13

Fiscal Year/Score

2023/19
2023/19

2025/14
2025/14

2026/14
2026/13

2027/11
2027/11

Fiscal Year/Score

2023/17
2025/14

2026/12
2026/12



5. Airport — Runway Repairs & Drainage $350,000 2026/12
Project
Total $1,223,500

F. Equipment Purchases

Capital Project Cost Fiscal Year/Score
1. Fire Tanker Truck $350,000 2024/15
2. Public Works - Loader $150,000 2025/15
3. Public Works — Update Maintainer $70,000 2025/14
4. Fire Rescue Truck $300,000 2025/13
5. Turnout Gear Replacement $140,000 2026/13
6. Public Works — Dump Truck $105,000 2026/11
Total $1,115,000

7. The CIP Overall Plan to Fund Capital Projects

A. Park Department Projects
Most of the Parks Department projects will be financed with a combination of LOST money, (as
shown on Exhibit B) grants, and donations. For example, the most expensive project is the
Prairie Springs Bike Trail Resurfacing project (919,000} which would be financed with a grant
for $826,000 {90%) and the LOST fund allocation of $93,000 {10%).

The Tennis Courts/ Pickle Ball Courts Project would be financed with $30,000 in LOST money
and $80,000 from grants and donations. In the event that the City does not obtain the grant or
receive enough in donations, the project will either need to be delayed or alternate sources of
revenue will need to be obtained.

The more challenging recreation project may be the needed repairs to the Fitness Center, which

includes:

*  HVAC Improvements...... e $586,080

# Pool heater & cover...... $165,375

& Pool ventilation & condensing unit.................. 400,725
2] - | O, $1,152,180

While there is no “solid plan” on how to finance the proposed improvements to the Fitness
Center, it appears that the most likely sources of funding would be:

Local Option Sales Tax money

Grants

Fitness Center Trust Fund

General Fund cash reserves

Since there has been some discussion regarding the removal and replacement of the old portion
and the gym, these proposed improvements to the Fitness Center may be placed “on hold” at
this time. Obviously, the City would never want to make any of the improvements listed above,
if the current part of the Fitness Center was demolished and replaced with a new facility.
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It is important to note that if the City builds a new addition on the Fitness Center, that the City
may need to issue a general obligation {G.0.) bond to finance its “share” or the portion of the
project not covered by grants and donations. In order to issue G.0. bonds for a new fitness
center the City would need 60% voter approval in a public referendum. The City would also
need to consider the ongoing annual expenses to operate the renovated fitness center and
whether the City has the “financial capacity” with the current general fund revenues to staff and
maintain the facility

Street Projects

The initial ranking of the capital projects included eleven street projects, seven of which have
been included in this CIP. The City has obtained cost estimates for these seven street
reconstruction projects and the total cost is $8,252,000.

The financing of major street construction project is often very problematic and difficult for
many cities, because of the significant cost of construction and the lack of available funds. Many
street reconstruction projects can be financed with a combination of funds, such as:

General obligation loans

Local Option Sales Tax (LOST} funds

Surface Transportation Program State grants

Storm water utility fees

Road Use Tax (RUT) money

Special assessments paid by adjacent property owners.

The majority of costs of street construction projects are usually financed with general obligation
{G.0.) bonds or loans. The “good news” is that the City of Cresco has the G.O. debt capacity to
finance the proposed street construction projects and stilt remain in compliance in the State
Constitutional debt limit of 5% of assessed valuation. The “bad news” is that the issuance of
G.0. bonds will result in a significant increase in property taxes. If the City had to finance 100%
of the cost for the following seven projects with G.0. loans with ten year debt payment
schedules, it would have a very significant impact on the City’s property tax debt service levy
and the property tax asking:

Exhibit C has been prepared to demonstrate the impact that the street projects that are
financed entirely with G.O. bonds or notes would have on the City’s debt service property tax
levy. If the City issued three G.0. bonds for a total of $7,780,000 over the next five years for the
seven major street construction projects, as shown on page 11, it would have the following
impact:

Year 2023 2025 2027
G.0. Amount $2,560,000 $2,920,000 $2,300,000
Annual Payments $303,500 5346,200 $272,600
Debt Service Levy $2.18 52.49 $1.96
Per $1,000 value
Annual Impact on $236 $269 $212
$200,000 Home
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D‘

The debt service levy is based upon the current taxable value of property in Cresco. The annual
impact on a $200,000 house is based upon a residential rolfback of 54.1%. The estimated annual
loan payments are based upon level payment loans over ten years with an interest of 4%.

The Surface Transportation Block Grant (STBG) program does provide funding to cities to
partially finance the reconstruction of major collector streets. STBG is a competitive program
for cities, which has both statewide and regional funding elements. The City may want to check
with the Upper Explorerland Regional Planning Commission to see if any on the streets projects
qualify for partial funding from the STBG program.

The City also has the option of issulng either a water revenue loan or sewer revenue loan or
both to finance the portion of the cost for the major street projects that pertain to new water
mains or new sanitary sewer lines. While this option would increase the City’s bond counsel
legal fees and financial advisor fees, it would lessen the impact on the debt service levy and
property taxes. However, the increased costs for the water loan payments and the sewer loan
payments might also necessitate the need to increase water rates and sewer rates to cover the
additional costs for these revenue loan payments. A summary of the portion of the seven
proposed street reconstruction projects that pertain to water mains and sewer lines is attached
as Exhibit D.

Wastewater/Sanitary Sewer Projects

There is one major sanitary sewer project in this proposed CIP: replacement of the Sanitary
Sewer on 3™ Street S.E. in F.Y. 2025-26. The estimated cost of the sewer replacement project is
$1,600,000. If the City issues a sewer revenue loan to finance this project, the City will need to
budget 5190,000 per year for ten years for the loan payments with a 3% interest rate for this
project. If the City needs to budget $190,000 from the sewer fund to cover this loan payment,
this added cost may require a 23% increase in sewer rates.

The City will also need to plan for a major enhancement to the wastewater treatment facility for
the future nutrient reduction requirements. This wastewater plant improvement is mandated
by the lowa Department of Natural Resources {lowa DNR} and could cost as much as
$9,000,000. This project would be financed by a combination of community development block
grant (CDBG) funds and a sewer revenue loan from the State Revolving Fund {SRF}. (See
Addendum 8} This project will possibly necessitate a significant increase in sewer user fees.

Water Utility Projects

The CIP includes a water utility project — Water Main from Well #3 to the 500,000 gallon water
tower for a total cost of $2,056,500. This water main project is part of a street assessment
project that will be partially financed with general obligation bonds and special assessment
money. The water main portion of the project is $551,425. The water main extension portion
of the project could be financed with cash reserves from the water fund in F.Y. 2024-25 and/or a
water revenue loan. The annual payments for a ten year water revenue loan would be $63,600.
The City would need to increase water revenues by 11% in order to finance a loan payment for
this amount with a 3% interest rate.

The State of lowa does administer a Community Development Block Grant (CDBG) program that
provides funding for eligible water and sanitary sewer projects. The CDBG program is very
competitive. The lowa Economic Development Authority {IEDA) does not typically fund water
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and sewer projects, unless the City can demonstrate a “substantial safety need to the
community” for the project. It has been assumed for the purposes of this CIP that the City will
not be successful in obtaining CDBG money for any of the proposed water and sanitary sewer
programs.

Municipal Buildings/Facilities

The CIP has listed five capital projects for buildings and facilities at the airport, theatre, and
library. The improvements at the City owned theatre include:

¢ Electrical upgrades

¢ Fire detection system

* Scene shop project

The total cost of these three projects is $475,000. These projects will be financed with a
combination of grant funds, LOST money and donations.

The buyout of the solar arrays project for $300,000 will be financed with cash reserves or annual
revenues from the general fund, road use tax fund, and water fund. This buyout will “pay for
itself” in approximately seven years with the annual savings in utility costs.

The Library renovation project for $98,500 will be funded with LOST money ($32,000), Library
Trust donations, and the Library Foundation. The City may also allocate money from the
General Fund for this project.

Lastly, City has scheduled repairs to the runway at the Cresco Municipal Airport for a total cost
of $350,000 of which $104,000 will come from the LOST fund. The remaining balance will be
covered by a state grant. This project is scheduled for F.Y. 2025-26.

Equipment Purchases

This CIP includes six “big ticket” equipment purchases with a total cost of $1,115,000. The Fire
Department equipment purchases included a tanker truck, a rescue truck, and turnout gear
replacement for a total cost of $790,000. Fortunately, the City will split these costs on a
50%/50% basis with the Rural Fire Association. The City’s share for the Fire Department
equipment will be paid with LOST money, as shown on Exhibit B.

The remaining three equipment purchases are for the Public Works Department and include:
s Public Works — loader - 5150,000

¢ Public Works — Update Maintainer - $70,000

¢  Public Works — Dump Truck - $105,000

These three purchases may be financed with a proportionate share coming from four different
city funds — water, sewer, road use tax, and local option sales tax. The split between the four
funds would be based upon an estimate of the amount of use for each item in following city
departments — street, water, sewer, and parks. Exhibit B currently suggests that most of the
cost for these three purchases would be paid with LOST money. A final decision as to whether
to allocate a portion of the cost from the other three department funds will be made prior to
the actual purchase.
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8. City’s Overall Uses of Debt to Finance Capital Projects

A.

c.

G.0. Loans and Water/Sewer Revenue Loans

The City has the legal capacity and financial capability to issue either general obligation bonds or
water/sewer revenue bonds for many of the projects listed on this CIP report. There are
limitations and requirements set forth by the Code of lowa in Chapter 384 regarding the
issuance of city bonds, loans and notes for capital projects.

The decisions as whether to use a G.0. loan or revenue loan to finance a water or sewer
construction project can have long tern ramifications. An overview of these ramifications and
potential impact on the City’s financial condition is attached as Addendum 7.

State Revolving Fund (SRF} Loan Program

The City can finance many of the proposed sanitary sewer utility and water utility projects by
obtaining a State Revolving Fund (SFR) loan from the lowa Department of Natural Resources
(IDNR) and the lowa Finance Authority (IFA}. A copy of the information on the SRF loan program
from the IFA website is also attached as Addendum 8. Some of the important factors to
consider regarding the SRF loan program include:

1. There is a SRF program for both water utility and sewer utility improvements.

2. The City must submit and obtain approval of an Intended Use Plan {IUP) prior to the start of
construction.

3. The current interest rate for SRF loans is 1.75%.

4. There is a loan origination fee of 0.5% of the amount of loan, which can be included in the
final amount of the loan.

5. There is an annual administrative fee of 0.25% on the unpaid balance of the loan that is due
each year in addition to the principal and interest payments.

6. The City will need 1o calculate and include a “coverage ratio” of 1.1 or 10% over and above
the estimated annual loan payments in the rate structure for SRF water and sewer revenue
loans,

Conventional Loans Versus SRF Loans

The process to secure an SRF loan can be time consuming, and possibly expensive. The SRF foan
program has some additional requirements that may add to the overall cost of a capital project,
such as Davis-Bacon prevailing wage requirements, environmental reviews, and the completion
of an extensive application process by the City’s engineer. Therefore, it is recommended that
the City compare the requirements and costs of the SRF loan program to the conventional loan
process that can be provided by bonding companies. Factors that need to be taken into
consideration include overall interest costs, the debt coverage ratio, annual fees, underwriter
discount fees, costs of environmental reviews, the need for a bond reserve fund, bond registrar
fees, the loan origination fee, legal fee, and the financial advisor fee.

Conventional Loans - Debt Coverage Ratio

The interest rates for conventional loans can vary, depending upon the length or term of the
loan, the amount of the loan, and the type of the loan {G.O. loan or revenue loan). G.O. loans
will typically have interest rates slightly less than revenue loans. Conventional water and sewer
revenue loans will typlcally require a debt coverage ratio of 1.25 or 25%, as compared to the SRF
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loan debt coverage ratio of 1.1 or 10%. Conventional revenue loans will also require a bond
reserve fund equal to largest annual payment amount or 10% of the loan.

The Debt Calculations in this CIP Report

Since there are many variables to consider when calculating annual payments for bonds, notes,
and loans, it can be difficult to predict the potential impact of each project on the City’s debt
obligations. However, one of the main reasons for preparing a CIP is to predict the financial
impact of each capital project on the City’s overall financial condition and to calculate the
potential increases in water rates, sewer rates, and property taxes needed to repay the loans
that are obtained to fund the capital projects. Therefore, the following assumptions have been
made regarding the debt financing of capital projects in this CIP report.

1. Debt financing will be the option of “last resort” for the funding of capital projects and the
City will use its cash reserve funds and grants to pay for projects, whenever possible.

2. It will be the City’s intent 1o repay loans over a period of ten years or less in order to reduce
interest costs and “free up” debt capacity for future capital projects, as quickly as possible.

3. While current interest rates are in the range of 2.0% to 3.5%, it is recommended that the
City use the more “conservative rate” of 4% for the estimating of annual debt payments for
G.0. loans and 3% for SRF loans.

4. The City will attempt to combine the financing of two or more projects into one loan in
order to reduce the legal fees and issuance costs for debt financing.

5. The City will adopt “reimbursement resolutions” for all major capital improvement projects
in order to preserve the option to issue tax exempt bonds and to finance two or more
projects with one loan.

6. The City may seek interim financing in order to “cash flow” projects during the construction
period. The interim financing could be in the form of either an internal inter-fund loan or a
local bank loan.

7. The City will generally select utility revenue loans over general abligation loans to finance
water and sewer projects in the future in order to preserve the City’s general obligation
debt capacity for street, storm sewer, sidewalk, and trail projects in the next CiP.

City’s G.O. Debt Capacity Limit — Exhibit E
Exhibit E was prepared to provide an overall summary of the City’s outstanding debt. The City
currently has three outstanding loans or debt obligations. This exhibit provides the following
information;
¢ Type of Loan
Date that the money was borrowed
Interest rates
Balance still due as of July 1, 2021
Average annual payments
The sources of the revenue currently allocated to retire the loans.
Date of final payment.
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The City currently uses three different sources of payment or funds to finance the annual loan
payments, The City’s total outstanding balance for all three loans is $2,528,000 as of July 1,
2021. This amount equals about 5650 for every person in Cresco.

The City’s G.O. debt capacity limit as of July 1, 2022 will be calculated as follows:

100% Assessed Valuation...........oceveveeerenens $232,007,741
100% Agricultural Valuation...............cvee. $ 697,840
Total 100% Valuation.........cceveeernnn, . $232,705,581
Constitutional Debt Limit........ccooeeeveicrvnens x 5%
City of Cresco Debt Limit...wvceeces oo, $ 11,635,279

Exhibit F provides a list of the outstanding general obligation loans that count against this G.O.
debt limit. The amount of G.O. debt capacity available is calculated as follows:

City G.O. Debt Limit — 7-1-22........ccoceirmesrrassserreruenes $11,635,279
Outstanding G.O. Debt- 7-1-22 {less) ...... ceoureerrene $ 1,980,000
Balance available- 7-1-22...... $ 9,655,279
Percentage of debt capacity used........cceuis sevsereans 17%
Percentage of debt capacity available......... ......... 83%

The proposed street reconstruction projects could also have a significant impact on the City’s
debt service levy and property tax asking. A summary and projection of the City’s debt service
prajections is attached as Exhibit G.

Major Capital Projects = Not Included in this CIP

This CIP has identified thirteen (13) capital projects that may have to be delayed to fiscal years
beyond this CIP. These capital projects have been identified and listed in Exhibit H. The City still
needs to further define the scope of these projects, prepare more detailed cost estimates, and
identify the sources of funding for these capital projects. The capital projects listed in Exhibit H
have not been included in the projections in this CIP.

9. Consultant’s Recommendations

A.

B.

Annual Updates. It is recommended that the City prepare regular updates of the CIP Exhibits A
to G. As new information becomes available, the City can make adjustments to the projects that
are shown in these exhibits.

Street Analysis. It is very important for the City to continue to conduct ongoing analysis of its
streets so that specific street improvement projects can be scheduled for completion. There
were additional street projects that were not included in this CIP because the City does not have
the financial capacity to finance all of these projects.

Cash Reserves. While the City can use cash reserves to finance capital improvement projects, it
is recommended that the City continue to maintain cash reserves in the General Fund, Water
Operating Fund, and Sewer Operating Fund that are equal to 50% to 100% of the annual
operating budgets. If the cash reserves in these major funds drop below the 50% level, it is
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recommended that the City increase utility user fees or property taxes in order to increase the
cash reserves in these three funds.

10.Final Comments and Acknowledgements

Individual project profile sheets for all of the projects referenced in this CIP have been prepared by
the City’s Department Heads. Copies of these project profile sheets are available for review at City
Hall. Copies of the project profile sheets have also been scanned and can be sent to an email
address. These project profile sheets will be updated on a periodic basis or as the project gets closer
to the actual construction date.,

The preparation of a capital improvements plan requires the review and analysis of potential capital
projects and the City’s capacity to finance the proposed projects. The process of writing a capital
improvements plan is really a “team effort” that involves the City’s department heads and elected
officials.

We would like to thank the Mayor and City Council members for suggesting potential projects,
ranking the projects, and reviewing the various CIP reports.

The City may want to provide a copy of this CIP to the Upper Explorerland Regional Planning
Commission. They can provide comments and observations regarding the eligibility of the proposed
capital projects for grant programs, such as the Community Development Block Grant {CDBG)
program, and the Surface Transportation Block Grant (STBG) program.

We would like to thank all of the City Department Heads for assisting with the preparation of the
Capital Improvements Plan. They provided lists of proposed capital projects for their departments.
They also provided costs estimates for proposed capital projects, which was critical in the
preparation of the CIP.

Lastly, we would like to thank Michelle Elton, City Clerk, for providing much of the background
information and data needed for this CIP report. She reviewed various parts of the CIP in the
process so as to verify that accurate and current information was being used in the financial analysis
of the City’s capacity to fund projects. She also gathered much of the information needed for the
exhibits in this CIP report,
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CITY OF CRESCO, IOWA - CAPITAL IMPROVEMENT PLAN PROJECT LIST- THIRD DRAFT- AUGUST 31, 2021 Exhibit A
_
# | Department Project Name Projact Description Cost Estimate | Funding Source Jan Rank | Rich Rank | Dave Rank | Amy Rank | Alex Rank | Mark Rank
4th Avenue West From 3rd St. West to 7th St. West - Concrate *Speclal Assessment
1 Street Reconstructisn Project paving - 4 blocks. Storm sewer and curb & gutter. $1,019,000 [*G.0. Bond B B D D Cc
_ Replace 4° water main *Water & Sewer Loan
. From 2nd Ave. East to 6th Ave. East. Concrete *Speclal Assessment
2 Straet w«h.w“wm_ East Reconstruction paving - 4 biacks curb & gutter. Replace water $5820,000 |*G.O. Bond C B D D [od
J main ¢rossing at 3rd & 4th & Sth Avenues, *Water & Sewer Loan
£l
3 Street 5th Avanue .s__mm_ ) From 3rd St. West fo 7th St. West, Concrete paving $985,000 .M_umo_mm_ >m_$$=._o_.__ B B D D c
- Rewonstruction Project and curb & gutier-4 blocks. Replace watar, *Water & Sewer Loan
From 3rd St 8W to Sth St. SE. Cancrete paving .
4 Strest 10th Avenue SE & SW and curb & gutter - {Analyze storm sewer} Sanitary $1 750.000 Mﬂmo_w._unwmmmmsma B A c c B
Reconstruction Project sewer crossing at intersactions. Water line P .mms.mﬂ Loan
connactions.
[ From 3rd Ave. W to 10 th Ave. SW. Concrete
[ 2nd Strest S.W. : ; *Special Assessment
5 Street paving and curb & gutter & water & sanitary & storm $1,300,000 |, B B 5] D c
Reconstruclion Project vy G.0. Bonds
L From 8th Ave W to 12th Ave E. Replace storm "
B Street U_<_.m_o_._ Street Reconstruction sewar, sanitary sewer, & water mains, and repave $950,000 .muo&m_ Assessment B A A D c
Project the G.0. Bonds
" slreet
_ Vernon Road Reconstruction Asphalt averlay (2°) - Drainage & Stom Sewer Muhﬁwwnwmmom
7 Stost oo cet replacement at 7th St. & Highway 9 & sanitary $1.500,000 [, v c B B D (o}
= PENSTnaeaTon *Water/Sewer Loan
From Highway 9 lo 15t Avenue East - Replace *Special Assessment
| 8 . Strest 2nd Street Repair Projact storm r and the street $136,000 *G.0. Bonds G B B D A
[ . *Special Assessment
7th Street West Replace water mains & sanitary sewer L
. Strest Reconstruction Project lines. Add storm sewer. Repave the sireet $2,592,000 .W&W._.mo:am g’ & A 2 s &
Gth Street West Reconstruction |From 2nd Avenue West fo 6th Avenue West. Curb *Special Assessment
10 Street Project & guiter replacement. Storm sewer repair $724.000 *G.0. Bonds 8 B ¢ D c
e Downtown Crosswalks & *LOST Fund
A . Remove crosswalks and add new ones -
11 Sireet Sidewalks Recanstruction - EIm 3 ! $600,000 |*Property Owners A A A A B A
Streel 15t Ave - 3rd Ave il Syl LR S *Assessments *Bond
Downtown Sidewalk - Repair  |Replace two crosswalks and sliminate LOST Fund
12 Street Program - Phase 2 (see Phase |two crosswalks - Replace adjacent sidewalks - Seo #11 combinad phases | Ly re rty Owners A A A A B A
1 - em #11) Make ADA compliant P
13 | Sewer Ut Replace Sanilary Sewer on Raise sanitary sewer mains and grout risers to $1,600,000 \SEF _moMM»m Rev 8 8 ¢ e 8
Y aed St SE reducs I&1 issues at South Lift Station SOCIU0 e .
*CDBG grants
Wastewater Trealment Plant | Major repairs to pumps, aeration basins, clarifiers, *SRF Loan
14 | Sewer Utility |Renovation Project (Nutident  [UV disinfection system, digesters, blowers, building, $8,000,000|*Sewer Rate Rav. G C D cC D
reduction program} garages, control building - See List. “CDBG grants
Construct new 500,000 gallon ar mora water towar
| L. |Water Storage Tank & Water el ; . *SRF Rev Bond
| 15 | Water Utifity Well Project and tank and drill new {third} water welk inte Jordon $2,500,0060 CDEG Grant D D D D D D

Aquifer - 1,200 feet deep

Page t of 3



# | Department Project Name Projoct Description Cost Estimata Funding Source Jan Rank | Rich Rank | Dave Rank | Amy Rank | Alex Rank | Mark Rank
| ... |Big Water Tower Paint exterior and interior and *SRF Rev Bond
16 | Water Utility Repair Program maintenan:e work on big water tower $317,000 “Waler Cash Ras. D ¢ B D ¢
" ] ] *SRF Loan
_ 17 | Water Utility __“_Muozimv. 9 West Water Maln .m._mnﬂ__ sﬁow_._._ﬂw__mm_ﬂo:u to serve Industrial Park and 2 *Water Cash Res. c c c D D
= i *Sewer Cash Res.
. Replace all 4 inch water mains over period of time
18 | Water Utiiity W.”swaﬁ_s Replacement to meet Fire Code and DNR requirements (See $3,500,000|*SRF Loan D c D c B
9 map) approx 70,000 fi x $50/M
! *SRF Loan
- Install new water main from Well #3 to Water Tower i
19| Water Uiy |(¥ater Main Wﬁﬂﬂw__ #310 and eliminate two existing mains. Will atso include $2,056,500] oo e o A c B B c A
sewer ling and street construction work, *Sp A o
*LOST Funds
. Library Downsiairs Renovation | Install new carpet, shelving, and paint to repair *General Tax Rev.
20 Library Project water damage and address drainage issues $98,500 “Library Trust Donations B D 8 A 2
| *Library Foundation
Tannis Court/Pickle Ball Court  |Replacement of playing surface and nets on tennis Sl
21| Park & Rec - $110,000 |*Grants D B B C D
Project courts and fencing ) E
Donations
Replace old boller system with new high efficiency *LOST Funds
22 | Park & Rec |Fitness Center - HVAC Project |hot water boiler plant per Twin Rivers Enginearing $566,080 |*General Tax Rev. A B B A C
| Study *FC Trust
: *LOST Funds
23 | Park & Rec M.%Mwm Center - Pool Heater & Replace pool healer and install pool cover $165,375 |*General Tax Rav. (02 A A B C
_| *FC Trust
Fitness Center - Roof *LOST Funds
24 | Park &Rec |Replacement (Built In 1955) Replace existing roof with new membrane $48,000| *General Tax Rev.
East Addition *FC Trust
55 | Park & Ree |FitNess Ceonter - Pool Replace ventilation unit, dehumidification, and heat oot sl e o 5 A - E
Ventilation & Condensing Unit  |recovery unit A *EC Trust :
Refurbish pooi, add therapy pool upgrade fitness ]
26 | Park & Rec H__sswwm Pool & Filness Center| 6, expand parking lot, and $3,000,000 “w_,_”ﬁ“mc_m_.::m__g D ¢ c D D
L pgra improve locker moms. 9
27 | Park & Rec |Train Painting Project Palnt locomotive & boxcar and replace railroad ties. $105,000 |*Grants &Donations C A A D D
. Replace roof on bultding by 2028 based upon an *Grants &Donations
28 Theatre | Theaire Roof Project Inspection by Schwickert's Tecta 591,185 |*LOST Furd o B O D c
America. “Ganeral Fund
. . Replace seats, Rooring, and refinish .
29 Theatre | Theatre Renovation Project balcony flooring $205,000 |“Grants &Donations D c D D D
Build new scene shop for equipment and lifting it to
30 Theatre  |Scene Shop Project stage level for performers and entertainers with $425,000 |*Grants &Donations A c D B C
large equipment
Electrical Upgrades & Fire Upgrade wiring in the theatre and install smokeffire
3 Theatre Detection Sytem o $50.000 [*LOST A A B B B
Replace Firefighler Personal Protecive *LOST - City - 50%
3z Fire Turnout Gear Replacement Equipment/Tumout Gear by 2026 $140,000 “Rural Assn. - 50 % B B c C B
. 1 *LOST - City- 50%
a3 Fire Fire Tanker Truck Replace Fire Unit #327 by 2024 City/ Rural Split $350,000 *Rural Assn. - 50 % B A Cc A Cc
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# | Department Project Name Project Description Caost Estimate Funding Source Jan Rank | Rich Rank | Dave Rank | Amy Rank | Alex Rank | Mark Rank
Replace Firs Unit #330 by 2025 *LOST- City - 50%
34 Fire Fire Rescue Truck City! Rural Spiit $300,000 “Rural Assn. - 50% B B c B c
- Drainage improvements $130K & concrete patching *Grants &Donations
35|  Airport w”_%“w« Repalrs & Drainsge | punway $145K. Jolnt & crack sealing repais $350,000{*LOST Fund A A c D D
) $78K. Grants of 85% except for joint repairs, *Airport Trust
[ Purchase the existing seven solar amays at City *General 546,000
36 | Misc - Solar |Buyout - Solar Amays Project  |Buildings & facilities that are now $300,000 |*RUT $30.500 (] C B A A
_ owned by Solar Pro LLC “Water 5223 500
e . . . Resurface City/County Bike Trail from City to *City Pledge 10%
ayaf{{MscrBike g snvm_,om,w_m Vil Vernon (67% Gity/ 33% County) IA DOT COVID $919,000 [*Grants-COVID GRANT | B A A A D
9 ol Grant Awarded in 2021 *LOST Fund ($93,000)
. Misc - N Replace sidewalks throughout town (assess lo *Sp. Assessments
38 Sidewalks Replace Residential Sidewalks pro owners or City funded?77) 7T “LOST D D B D
L]

29 | Equipment |Loader Replacement of John Deere Loader in FY2023 $150,000 ,mw..m_.@ Ll A c B A c

40 | Equipment |Street Sweeper Replace street sweeper in FY2025 $185,000 |*LOST A [H B B c

41| Equipment |Updats Maintainer Replace 1984 model with used unit in FY2025 $70.000 [;R5T A c B B c

42 | Equipment |Dump Truck Replace 2011 Freightliner in FY2026 $105,000 “__.mmm@ ater/Sewer 8 c c c c

TOTAL $38,554,365
By FYE 6/30/24 A=1-2ws #of Als 1 11 7 8 3 5
By FYE 6/30/26 B=3ys #ofB's 13 13 12 10 7 Q

Page 3 of 3




City of Cresco - LOST Fund - Cash Flow Projections - February 2022

Exhibit B

Fiscal Year 2020/2021 202172022 2022/2023 2023/2024 2024/2025 2025/2026 202642027
Starting Balance 1,204,502 1,485,826 1,619,226 1,605,526 1,718,526 1,636,526 1,448,151
REVENUES
Local Option Tax Recelved 522,385 617,400 522,000 522,000 522,000 | 522,000 522,000
Sidwalks Repaid by Owners _ 40,000 40,000 40,000 40,000
Other Revenue (Interest) 6,009 6,000 6,000 | 6,000 6,000 6,000 6,000
Total Revenues 528,394 623,400 528,000 568,000 568,000 568,000 568,000
~ EXPENDITURES -
Expenditures - Annual | 91,395 30,000 30,000 30,000 30,000 30,000 30,000
Expenditures - Small Proj/Equip 155,675 275,000 178,700 | 250,000 250,000 250,000 250,000
1. Downtown Sidewalks o - 160,000 R _
2. Loader 150,000
3. Fire Tanker Truck ) 175,000
4. Theatre Electrical Upgrades/Fire L 50,000
5. Bike Trail Resurfacing 93,000
6. FC Heater & Cover 3 | 165,375
7. Street Sweeper o - 185,000
8. Maintainer (Used) % 70,000
9. Fire Rescue Truck - 150,000
10. Turnout Gear Replacement Y Z 70,000
11, Library Downstairs Renovation R 32,000
12. Train Painting Project ol 0
| 13. Airport Runway Repairs 104,000
14. Dump Truck 105,000
15, FC Pool Ventilation & Condens 401,000
16. Pickleball Courts 30,000 0
Total Expenditures 247,070 490,000 541,700 455,000 650,000 756,375 681,000
Ending Balance 1,485,826 1,619,226 1,605,526 1,718,526 1,636,526 1,448,151 1,235,151
[LOST Received in previous years Increase Increase|
2014/2015 414,800 | 2018/2019 458,000 | 1%
.Nou.m\no_.m 371,300 -10% 2019/2020 440,700 | -4% | (COVID)
2016/2017 = 414,300 12% 2020/2021 522,400 | 19%
2017/2018 455,200 10% 2021/2022 617,400 | 18%




EXHIBIT C - CITY OF CRESCO- FUTURE G.O. NOTES FOR STREET PROJECTS

A. Project/Costs G.0. Notes | G.O.Notes | G.O.Notes
2023 2025 2027

1. 7" Street West Reconstruction $2,592,000
2. Downtown Crosswalks & Sidewalks & Eim | $600,000

Street (1% Ave to 3™ Ave)
3. Division Street Reconstruction $950,000
4. 10" Avenue SE &SW Reconstruction $1,750,000
5. 2" Street Repair Project $136,000
6. Vernon Road Reconstruction $1,500,000
7. 5" Street West Reconstruction $724,000
B. Credits/Additional Sources
1. ARPA Money for 7% Street -$550,000 0 0
2. LOST Loan —Property Owner Payments ~$160,000 s} 0
C. Net Amount - G.O. Notes Proceeds $2,482,000 | $2,836,000 $2,224,000
D. Bond Issuance Fees & Expenses
1. Legal Fees $15,000 $15,000 $15,000
2. Rotating Service Fee $15,000 515,000 515,000
3. Advisor Fee & Discount 548,000 $54,000 546,000

Total G.O. Notes 52,560,000 | $2,920,000 $2,300,000
E. Financial Impact
1. Annual Payments - 10 years at 4% $303,500 $346,200 $272,600
2. Required debt service levy $2.18 $2.49 $1.96
3. Impact on $200,000 Home (54.12%)RB $236 $269 $212




EXHIBIT D — CRESCO, IOWA - STREET RECONSTRUCTION PROJECTS -
WATER & SEWER PORTION OF COSTS ~ Revised 3/7/22

The assessments collected on these projects may be about 20% of project costs.

Project Street & Water Sanitary Total
Misc. Costs | Main Costs | Sewer Lines
1. 7™ Street West ~ Reconstruction $2,301,990 | $201,760 $79,250 $2,592,000
| Project

2. Downtown Crosswalks & Sidewalks
and Reconstruction — Eim Street (1 |  $600,000 0 0 $600,000
Ave- 3" Ave)

3. Division Street Reconstruction $583,500 $179,000 $187,500 $950,000
Project

4. 10" Avenue SE & SW $1,190,375 | $322,625 $237,000 $1,750,000
Reconstruction Project

5. 2" Street Repair Project $136,000 0 0 $136,000

6. Vernon Road Reconstruction Project | $1,185,625 | 5114,375 $200,000 $1,500,000

7. 5" Street West Reconstruction $570,875 $90,625 $62,500 $724,000
Project

8. 8" Avenue E Water Main Project $1,342,545 | $551,425 $162,500 52,056,470
Total $7,914,180 | $1,468,813 $928,750 $10,308,470

Note:




EXHIBIT E ~ CITY OF CRESCO —~ SUMMARY OF OUTSTANDING DEBT ~ March 7, 2022

1. Type of Loan G.0. Notes G.0. Notes Sewer Revenue
(SRF Loan)
2. Purpose of Loan Water main loop, Granger Road Sludge Storage
water building, fire
pumper, fire doors,
and tennis courts
. Yearissued 2013 2014 2011
. Amount borrowed $1,700,000 $2,950,000 $463,000
. Annual Payments $136,826 $208,125 $31,710
. Sources of Payment
® Debt Service Levy $136,826 $155,625
* LOST Money (10% $52,500 _
Share} - - N
e Sewer Fees - $31,710
. [nterest Rate 1.55% - 1.85% 2.0%-3.375% 1.75%
. Outstanding Balance — $360,000 $1,900,000 $268,000
7-1-21
, Final Payment 2024 2034 2031




EXHIBIT F - CITY OF CRESCO- GENERAL OBLIGATION DEBT CAPACITY PROJECTIONS - February 15, 2022

Date - July 1* 2021 2022 2023 2024 2025 2026 2027 2028 2029
G.0. Debt Limit - 3%+ | 10,866,635 | 11,635,279 | 11,984,000 | 12,300,000 | 12,700,000 | 13,100,000 | 13,500,000 | 13,900,000 14,300,000
2013 G.0. Notes 360,000 230,000 100,000 0

2014 G.0. Notes 1,900,000 | 1,750,000 | 1,600,000 | 1,450,000 | 1,300,000 | 1,150,000 | 1,000,000 | 850,000 700,000
Sub-Total 2,260,000 | 1,980,000 | 1,700,000 | 1,450,000 | 1,300,000 | 1,150,000 | 1,000,000 | 850,000 700,000
2023 G.O. Notes 2,560,000 | 2,360,000 | 2,150,000 | 1,930,000 | 1,705,000 | 1,470,000 | 1,225,000
2025 G.0. Notes 2,920,000 | 2,690,000 | 2,450,000 | 2,200,000 | 1,940,000
2027 G.0. Notes 2,300,000 | 2,120,000 | 1,930,000
Total Outstanding 2,260,000 | 1,980,000 | 4,260,000 | 3,810,000 | 6,370,000 | 5,770,000 | 7,455,000 | 6,640,000 | 5,795,000
Percentage Used 20.8% 17.0% 35.5% 30.5% 50.2% 44.0% 55.2% 47.8% 40.5%
Balance Avallable 8,606,635 | 9,655,279 | 7,724,000 | 8,490,000 | 6,330,000 | 7,330,000 | 6,045,000 | 7,260,000 | 8,505,000




EXHIBIT G - CITY OF CRESCO — DEBT SERVICE FUND & DEBT SERVICE LEVY - March 7, 2022

Fiscal Year 2022 2023 2024 2025 2026 2027 2028 2029 2030
2013 G.O. Notes 136,826 | 134,810 | 102,600 - - - - - -
2014 G.O. Notes 208,125 | 205,125 | 200,625 | 196,125 | 191,625 | 187,125 | 178,125 | 168,938 | 164,250
2023 G.O. Notes ] 303,500 | 303,500 | 303,500 | 303,500 | 303,500 | 303,500 | 303,500
2025 G.O. Notes 346,200 | 346,200 | 346,200 | 346,200 | 346,200
2027 G.O. Notes 272,600 | 272,600 | 272,600
Less — LOST Transfer -52.500 | -52.500 | -52.500 | -52.500 | -52.500 | -52.500 | -52.500 | -52.500 | -52.500
Total D.S. Payments 292,451 | 287,135 | 554,225 | 447,125 | 788,825 | 784,325 | 775,325 | 1,038,738 | 1,034,050
D.S. Levy - Per $1,000 2.18 2.08 4.01 3.24 571 5.68 5.61 7.52 7.48
Cost - $200,000 Home $236 $225 $434 $350 $618 $615 $608 $814 $810

(Rollback -54.13%)




Exhibit G Notes:
1. The 2013 G.0. Notes and 2014 G.O. Notes payments are pald with a debt service levy (853%) and (15%}) LOST money.
2. The current debt service levy is based upon taxabie valuation of $134,165,183
3. TheF.Y. 2022-23 debt service levy will be based upon taxable valuation of $138,840,763.

4. The property tax rollback was based upon the F.Y. 2022-23 state mandate rollback of 54.13%



EXHIBIT H — CRESCO CAPITAL PROJECTS FOR FUTURE YEARS

BEYOND THE CIP REPORT
March 7, 2022
Project Name Cost Estimate Council Score
1. 4" Avenue West Reconstruction Project $1,019,000 10
2. 5" Avenue West Reconstruction Project $985,000 10
3. 2" Street S.W. Reconstruction Project $1,300,000 10
4. 3rd Street East Reconstruction Project $890,000 9
5. Big Water Tower Repair Program $317,000 9
6. Water Main Replacement Program $3,500,000 9
7. Wastewater Treatment Plant Renovation $9,000,000 8
Project (Nutrient reduction program)
8. Theatre- Roof Project $91,185 8
9. Highway 9 West Water Main Loop 2?7 8
10. Thomson Pool & fitness Center Upgrades $3,000,000 7
11. Theatre — renovation Project $205,000 6
12. Replace Residential Sidewalks ?? 6
13. Water Storage Tank & Water Weli Project £2,500,000 5




Addendum 1

Capital Improvements Planning and Budgeting

by
Patrick Callahan — Callahan Municipal Consultants, LLC

A Capital Improvements Plan (CIP) is basically a long range plan for the planning, scheduting, and financing of
large construction projects and the purchasing of major pieces of equipment by the city. A capital improvement
plan is a written document that links together the city’s comprehensive plan and the city’s annual budget. The CIP
describes in detail the projects that need to be accomplished in order to implement the comprehensive plan or smart
plan. A CIP can provide the blueprint needed to complete those projects that will be authorized in the city's annual
budget.

A. REASON FOR PREPARING A CIP: "THE TOP TEN LIST*
There are numerous reasons why a city should take the time and effort to prepare a CIP. The following
are the top ten reasons why a CIP is an important efement of the elected officials’ decision making
process and overall vision for the city,

I. SYSTEMATIC EVALUATION OF PROJECTS
A CIP requires the systematic evaluation of all potential projects at the same point in time. It helps
the elected officials to see the big picture and to judge and rank all projects at the same time, rather
than on an individual or stand alone basis. It will clearly present trade-offs that may occur as elected
officials assign priorities.

2. LEVEL DEBT STRUCTURE
A realistic and complete CIP will help the city to stabilize the volume of expenditures and better
manage the city's debt structure. It will hopefully remove the major peaks and valleys of the city's
repayment of debt and thus eliminate any major fluctuation in the city's property tax askings and
utility rates.

3. LOWER BORROWING COSTS
A CIP will coordinate the financing of capital costs and hopefully lower the city's costs for
borrowing money by consolidating projects and the financing of these projects.

4. PUBLIC RELATIONS TOOL
A CIP can also be a valuable public relations tool that can be used to show local citizens how their
special prajects, requests, or suggestions fit into the city's overall plan for the future. A CIP will .
help reduce the political pressure to fund low priority projecis suggesied by & "vecal minority” of
local citizens. Citizens can also be asked to judge each project based upon how it will fit into the
city's overall plan of action or CIP.

5. PRESERVATION OF CITY INFRASTRUCTURE
The CIP gives the city a workable plan to preserve the city’s infrastructure - the publicly owned
buildings, streets, sewers, water mains, equipment, storm sewers, parks, efe, It provides the city
with a plan to identify and schedule the maintenance work that is needed 1o preserve these
assets of the city.

6. ECONOMIC DEVELOPMENT TOOL.
A well-maintained community infrastructure and a level debt payment schedule will then make the
city a better place to start a business or industry, In other words, a CIP will demonstrate to
potential investors that the city has its act together and has 2 plan for the future.

7. EFFICIENT USE OF PUBLIC FUNDS
A CIP will encourage the most efficient use of public funds, Since the city's financial resources
are limited, a CIP' will provide a plan to make the most efficient use of tax dollars.

8. FOSTER COOPERATION AMONG CITY DEPARTMENTS
A CIP may promote a better understanding and help foster greater cooperation among the city
departments and employees. If the city employees are allowed to comment and make
recommendations regarding the CIP, it will also encourage them see the "big picture” of the city's
projects and overall needs.




9. INFORMATION FOR OTHER GOVERNMENTAL ENTITIES
If the city shares the CIP with other governmental units, such as the county, school district, and
survounding cities, it may promote regional cooperation. These entities may have similar projects
of necds and a CIP witl alert them to the city's plans. I¢ may then spark some interest in a service
sharing, joint contracting, or joint purchasing project. The city in turn should request and review
the CIP of other governmental entities to determine the potential for regional cooperation and
sharing.

10. ACCOMPLISHMENT OF LONG TERM GOALS
The adoption of a CIP allows the mayor and city council to work towards long term goals and an
overall vision for the community. These goals could include economic development efforts,
opening up land for housing developments, and increasing recreational opportunities.

. LEGAL ASPECTS OF CIP: CODE OF iIOWA REQUIREMENTS
There are some legal aspects of capital improvements planning that need to be considered by the city.

[. PUBLIC HEARING
Section 384.15(3) of the Code of fowa requires the city to conduct a public hearing prior to the
adoption of a CIP.

2. CIPLEVY
The voters of the city can authorize a levy of 67.5¢ per $1,000 of assessed value to establish &
capital improvements reserve fund in order to fund capital projects. Section 384.7 of the Code of
lowa permits such g levy by referendum.

3. BID LETTING
Although the city has a CIP, it must still follow the contract bid letting requirements that are outlined in
Section 384.95-384.103 of the Code of lowa.

4. EMERGENCY LEVY
Section 384.8 of the Cade of fowa authorizes a 27 ¢ per $1,000 of assessed valuation emergency
fund levy that could be earmarked for capital projects. The 27¢ levy does not require voter
approval and can be enacted by the city council, if the city has reached the $8.10 property tax
limit.

5. CONSTITUTIONAL DEBT LIMIT
Finally, the city needs to be aware that the Jowa Constitution restricts the overall general obligation
debt limit to na more than 5% of the total assessed valuation of the city. For example, if the eity's
assessed value is $65,000,000, the geneeal obligation debt limit is $3,250,700. This same limit
does not apply fo revenue bonds that are repaid from utility monies, such as water and sewer user fees.
Cities are encouraged to use no more than 80% of the general obligation debt capacity.

. THE PROJECTS IN A CIP

The projects in a CIP will vary from city to city, depending upon the city council's policy and the size
of the community. The typical CIP will contain such projects as land acquisition for public
improvements, public building replacements or additions, major building repairs or renovations, street
construction, storm sewer and drainage projects, wastewater facility improvements, watermain
construction, water facility renovations, park developments, library projects, public works equipment,
fire tucks, and police equipment.

. THE PROCESS OF PREPARING A CIP
The process of preparing a capital improvements plan could include the following steps and actions:

{.  Define a capital project or expenditure in terms of minimom costs and frequency of occurrence.
For example, a capital equipment expenditure might be something that costs $10,000 or more and
has a life expectancy of five years or more.



10.

.
12.

13.

Organize the process by appointing one person, such as the city administrator or city clerk, as the
overall coordinator of the process and establish a committee to ovessee the process.

Develop basic city policies and criteria, such as the goal is to have all curb and gutier streets
and all water mains of six inches or more,

Forecast the demand for services and infrastructure and praject the growth and development of the
city.
Do an inventory of the existing facilities and assess the overal] condition by reviewing previous

studies and plans and conducting inspections. Prepare a maintenance plan for buildings and
facilities.

Prepare project proposals with the available information. The project summaries can include a
name or title, brief description, justification, schedule for completion, cost estimates, priority, map
or site plan, and pictures.

Seck the advice of department heads, employees, engineers, contractors, architects, and consuitants
as the project proposals are prepared.

Review and analyze the city's financial capacity by researching past financiaf reports, the
revenus projections for the future, and coment debt repayment schedules.

Prepare level of service and revenue scenarios and then schedule the high priority projects overa
specified period of time, such as five years.

Present the CIP to the city council for review and comment. Make corrections and changes as
directed by the city council.

Conduct a public hearing on a draft of the CIP and seek the comments of bocal citizens.
Make the final revisions, set the priorities, and adopt the CIP by council resolution.

Conduct an annual review or assessment. Continue to revise and update the CIP on an annyal
basis.

. TIME TABLE FOR THE CIP
The implementation of a workable CIP does require time and a flexible schedule. A supgested

schedule could be as follows:

1.0rganize the process May
2.Develop policies and forecast the demand for services June
3.Inventory existing facilities July
4.Prepare project proposals and analyze the finances August
5.Prepare a working draft of the CIP September
6.Conduct the public hearing October
7.Final adoption of CIP by council resolution October
8.Include CIP projects in annual budget proposal MNovember

. SOURCES OF FUNDING FOR CIP

The single most difficult task in developing a CIP may be identifying the revenue sources to fund the
proposed projects or capital expenditures. The city needs to be creative and consider many options or
combination of options. The following is a list of potential revenue sources that may be used to finance
capital projects:

1.

Essential corporate purpose general obligation bonds for projects that do not require voter
approval, such as streets, sanitary sewers, storm sewers, and water mains.



1.

12,

General corporate purpose general obligation bonds for projects that do require voter approval,
such as city halls, libraries, public works buildings, parks, recreation centers, etc.

Utility revenue bonds for utility improvements such as wastewater plants, water plants, sanitary
sewers, water mains, electric systems, natural gas systems, municipal cable systems, and storm
water drainage districts,

Special assessment bonds for projects, such as street construction, when part of the costs can be
assessed back to the benefited property owners within a specified area.

Loan agreements which allow the city to borrow funds, but subject to many of the same
reguirements as a general obligation bond jssue.

Road use tax funds that can be used to fund specific projects such as street construction,
sidewalk construction, storm sewer, street lighting and public works equipment.

Grants, loans, and donations for certain projects, such as swimming pools, recreation centers,
wastewater plants, libraries and other facilities.

The Code of lowa allows cities to enter into lease purchase agreements to finance such things as
major pieces of equipment and even buildings. Cities have purchased backhoes, endloaders, and
other mejor pieces of equipment through lease purchase agreements.

Tax increment financing (TIF) can be used to finance infrastructure improvements in specific
areas, provided that there will be enough new private project building construction to generate
the additional property tax revenues needed to repay the city’s debt for these improvements.

Local option safes tax revenue is sometimes used for capital improvements, provided that the
voters implement the one cent sales tax with that stipulation.

User fees can be used to partially fund some capital improvements for their respective
departments. For example, a recreation center could be partially funded with revenues from fees
paid by the persons using the center.

Special taxing districts can be set up to fund specific improvement, such as storm drainage
sysiems and downtown improvemenis.

The important thing to remember is that many capital projects may require a combination of funding
sources. Cities need to consult their financial advisers and legal counsel to make certain that what is
being proposed is legal and will not jeopardize the city’s financial condition.

Contact Information:

Patrick Callahan

Catlahan Municipal Consultants, LLC
417 Kaitiynn Avenue

Anamosa, fowa 5205

Mobile: (563) 599-3708

www.callahanmunicipalconsultants.com

January 10, 2014



ADDENDUM 2 - CITY OF CRESCO, IOWA - CAPITAL IMPROVEMENT PLAN PROJECT LIST- THIRD DRAFT- AUGUST 31, 2021

# | Department |Project Name Project Description Cost Estimate Funding Source Mm.o“””p
th From 3™ St West to 7" St. West - Concrete paving - *Special Assessment
1 Street Nqoﬂw_.::o \West Rsconstriction 4 blocks. Storm sewer and curb & gutter. Replace 4" $1,019,000 [*G.O. Bond Columni
water main “Water & Sewer Loan
From 2™ Ave. East to 6" Ave. East. Concrate paving - 4 *Spacial Assessment
2 Strest 3" Street East Reconstruction Project blocks curb & gutter. Replace water main crossing at 3rd $880,000 [*G.O. Bend
& 4th & 5" Avenues. *Water & Sewer Loan
rd th *Speclal Assessment
3| street |5" Avenue West Reconstruction Project |-'9rm> St Vestto 7 M,. Trest. Conarete paving and $985,000 |*G.0. Bond
u gutier-4 blocks. Replace water. *Water & Sewer Loan
th . From 3™ St. SW to 5th St. SE. Concrete paving and *Special Assessment
4 Street _“.wo.%o,mmz_._o PERGISHR scolsichion curb & gutter - (Analyze storm sewer) Sanitary sewer $1,750,000 |*G.O. Bond
) crossing at intersections. Water line connectlons. *Sewer Loan
From 3rd Ave. SW to 10 ™ Ave. SW. Concrete paving |
2™ Street S.W. ) Special Assessment
5
Street Reconstruction Project and curb & gutter & water & sanitary & storm sewer $1,300,000 *G.0O. Bonds
replacements
AL y . From 8th Ave W fo 12th Ave E. Replace storm sewer, *Special Assessment
2 Sitoet RrisioniSuSetR GcofiUC TR St sanitary sewer, & water mains, and repave the streat $Eol000 *G.0. Bonds
Asphalt overlay (2*) - Drainage & Storm Sewer vamommrﬁmmwmama
7 Strest Varnon Road Reconstruction Project replacement at 7 St. & Highway 9 & sanitary sewer $1,500,000 ,,_.Uw.._. M o=w<o
replacement. *Water/Sewer Loan
- st * .
8 S nd : From Highway 9 to 1™ Avenue East - Replace storm 1 Special Assessment
e girsteciRepalisige! sewer and pave the street $136,000 *G.0. Bonds
9 Street 7" Street West Replace water mains & sanitary sewer $2.592.000 sMan_Mr”MWmmama
Reconstruction Project lines. Add storm sewer. Repave the sireet b *_.Um.._.
: . From 2™ Avenue West to 6" Avenue West. Curb & *Special Assessment
_ th ¥ ] *
U Sree PrStracesticotiuchaniRiciact gutter replacement. Storm sewer repair $724,000 G.0. Bonds
Downtown Crosswalks & Sidewalks *LOST Fund
; Remove crosswalks and add new ones -
11 Street Mmoo:ﬁq:oeo: - Elm Street 1st Ave - 3rd Make ADA compliant; Replace Sidewalks $600,000 Hm._.ovm_é Os.:mhm
Ve Assessments *Bond
L h Replace two crosswalks and eliminate Sea #11
12 Street W”Mhomﬁ%oa_w”mﬂw Amwﬂﬂﬂ_ﬂ mﬂwmﬂma " |two crosswalks - Replace adjacent sidewalks - Make combined HWWom._.q__ucsOﬂzma
ADA compliant phases perty
Raise sanitary sewer mains and grout risers to reduce 1| "SRF Loan
13 | Sewsr Utility |Replace Sanitary Seweron  3rd St SE v 9 $1,600,000|*Sewer Rate Rev,

issues at South Lift Station

*CDBG grants




Council

# | Department |Project Name Project Description Cost Estimate Funding Source Ranking
: Maijor repairs to pumps, aeratlon basins, clarifiers, UV *SRF Loan
14 | Sewer Utility WMMMAHM;MM»«MHNMMW:”omw“”wmn_o: disinfection system, digesters, blowers, building, garages, $9,000,000|*Sawer Rate Rev.
prog control building - See List. *CDBG grants
Construct new 500,000 gallon or more water tower and *SRF Rev Bond
15 | Water Utility |Water Storage Tank & Water Well Project [tank and drill new (third) water well into Jordon Aquifer - $2,500,000 |,
CDBG Grant
1,200 feet deep
... |Big Water Tower Paint exterior and interior and *SRF Rev Bond
ToR /ALty Repair Program maintenance work on big water tower $317.000 *Water Cash Res.
. *SRF Loan
17 | Water Utility |Highway 9 West Water Main Loop o Awﬁmwﬁ_qﬂ%u fo serve Industrial Park and 7 “Water Cash Res.
pst v *Sewer Cash Res,
Replace all 4 inch water mains over period of time to
18 | Water Utility |Water Main Replacement Program meet Fire Code and DNR requirements (See map) $3,500,000[*SRF Loan
approx 70,000 ft x $50/fi
Install new water main from Weli #3 to Water Tower and i koan
19 | Water Utility Water Main From Well #3 to 500 Kiower eliminate two existing mains. Will also include sewer line $2,056,500 G.0. Bonds
(8th Ave) and strest constructi ork *Sewer Cash Res.
eet co ion work. *Sp Acsessments
*LOST Funds
; : : : Install new carpet, shelving, and paint to repair water *General Tax Rev.
= o] pbteryDowngtals Ronoxatianiizteiact damage and address drainage issues 398,500 *Library Trust Donations
*Library Foundation
. *LOST Fund
21 | Park&Rec [Tennis Court/Pickle Ball Court Project | ~oPracement of playing surface and nets on tennis courts $110,000 [*Grants
and fencing *
Donaticns
] ; *LOST Funds
. ] ; Replace old boiler system with new high efficlency hot e
22 | Park & Rec |Fitness Center - HVAC Project water boiler plant per Twin Rivers Engineering Study $£586,080 »Wmﬂ._w_,wmm_.ﬁ._.mx Rev.
\ *LOST Funds
23 | Park & Rec M_Emmm Center - Pool Heater & Replace pool heater and install poo! cover $165,375 [*General Tax Rev,
over |
FC Trust
Fitness Center - Rocf Replacement (Built *LOST Funds $48,000
24 | Park & Rec [in 1955) Replace existing roof with new membrane $48,000|*General Tax Rev. DONE IN
East Addition *FC Trust 2021
_— . . SR *LOST Funds
25 | Park & Rec Fitness Om:,oqq Pool Ventilation & Replace <ma=.m=o: unit, dehumidification, and heat $400.725 |*General Tax Rev.
Condensing Unit recovery unit I
FC Trust
Refurbish pool, add therapy pool upgrade fitness space, *Maior Donafion
26 | Park & Rec |Thomson Pool & Fitness Center Upgrades |expand parking lot, and $3,000,000 |, ’
- Fundraising
improve locker rooms.
27 | Park & Rec (Train Painting Project Paint locomative & boxcar and replace railroad ties. $105,000 [*Grants &Donations




Councll

# | Department |Project Name Project Description Cost Estimate Funding Source Ranking
Replace roof on building by 2028 based upon an *Grants &Donations
28 Theatre  |Theatre Roof Projsct inspection by Schwickert's Tecta $91,185 |"LOST Fund
America. *General Fund
29 Theatre  |Theatre Renovation Project ReplSce Eeats, flooring, andirefinish $205,000 |*Grants &Donations
balcony flocring
Build new scene shop for equipment and lifting it to stage
30 Theatre  [Scene Shop Project level for performers and entertainers with large $425,000 [*Grants &Donations
equipment
Electrical Upgrades & Fira Detsction Upgrade wiring in the theatre and install smokeffire e
Ky Theatre Sytem detectors $50,000 [*LOST
. Replace Firefighter Personal Protecive * LOST - City- 50%
32 Fire Turnout Gear Replacement Equipment/Turnout Gear by 2026 $140,000 *Rural Assn. - 50 %
. . ) ) . . *LOST - City- 50%
33 Fire Fire Tanker Truck Replace Fire Unit #327 by 2024 City/ Rural Split $350,000 *Rural Assn. - 50 %
. Replace Fire Unit #330 by 2025 *LOST- City - 50%
34 Fire Fire Rescue Truck City/ Rural Split $300,000 *Rural Assn. - 50%
Drainage improvements $130K & concrete patching of *Grants &Donations
35 Airport Runway Repairs & Drainage Project runway $145K. Joint & crack sealing repairs $75K. $350,000/*LOST Fund
Grants of 85% except for joint repairs. *Airport Trust
Purchase the existing seven solar arrays at City *Ganeral $46,000
36 | Misc - Solar |Buyout - Solar Arrays Project Buikdings & facilities that are now $300,000 |*RUT $30,500
owned by Solar Pro LLC "Water $223,500
o . . . Resurface City/County Bike Trail from City to Vemon *City Pledge 10%
ar | Misg-Dike wn_.nwmgém Bike Trail Resurfacing | 679, City/ 33% County} 1A DOT COVID Grant Awarded $919,000 |**Grants-COVID GRANT
in 2021 *LOST Fund ($93,000)
Misc - g I 1w Replace sidewalks throughout town (assess to property *8p. Assessments
38 Sidewalks Replace Residential Sidewalks owners or City funded???) 7?72 *LOST
39 | Equipment |Loader Replacement of John Deere Loader in FY2023 $150,000 m%...ﬂc ater/Sewer
2 5 Done in
40 | Equipment |Street Sweeper Replace street sweeper in FY2025 $185,000 [*LOST FY22
41| Equipment |Update Maintainer Replace 1984 model with used unit in FY2025 $70,000 ‘mwmq
42 | Equipment |Dump Truck Replace 2011 Freightliner in FY2026 $105,000 |, oL aterSewer

TOTAL

$38,554,365




ADDENDUM #3 - CITY OF CRESCO, IOWA CAPITAL

C i Other Funds GO Debt Reserves or
# Project Name Cost Estimate Funding Source Life Replac ,_,oauae ®  |Cumulative Cost City Total {cumulative} |Rev Bond
‘otal .
(cumulative)
Downtown Crosswalks 160,000 $440,000
& Sidewalks *LOST Fund
11 Reconstruction - Elm $600,000 |*Property Owners FY23 19 $440,000
Straet 15t Ave - 3rd *Assessments *Bond
Ave
. . *LOST Fund 30,000 $30,000
21 Mq%mmwﬁwm_m_m $110,000 [*Grants FY23 10 $30,000
*Donations
27 |Train Painting Project $105,000 [*Grants &Donations FY23 12 105,000 |4,
Electrical Upgrades & Iy $80,000
3 Fire Detection Svtem $50,000 [*LOST Fy23 17 $50,000
Praine Springs Bike "City Plédge 10% 826,000 $173,000
37 Trail Resurfacing $919,000 |*Grants-COVID GRANT FY23 16 $1,784,000 $93,000
xiect ALOST 40 (593.000)
o |7thStreetWest $2.502.000 | SPecial Assessment Fvaa " 250,000 $2,042,000 32,482,000
Reconstruction Project H *G.0. Bonds *LOST ’
Y *LOST Funds $3,068,080
22 nﬁw,wm Centor- HVAC| 546,080 [*General Tax Rev. 16 $586,080
! *FC Trust
\ *LOST - City - 50% 175,000 $348,000
33 [Fire Tanker Truck $350,000 |up o a5 o 2024 15 [$5,312,080 $175,000
Fitnass Canter - Pool *LOST Funds
23 Heater & $165,375 |*General Tax Rev. 15 $165,375
Cover *FC Trust
*|
39 |Loader $150,000 »wwmﬂe ateriSewer 2025 15 |85,627.455 $150,000
41 |Update Maintainer $70,000 | \RYT 2025 14 $70,000
LOST
*Special Assessment
4 |lOthAvenueSE& SW | ¢4 254 509 [+G.0. Bond 14 $1,750,000
Reaconstruction Project i
Sewer Loan
Division Street *Special Assessment
b Reconstruction Project Ul *G.0. Bonds 5 i
Water Maln From Well “Mm% _wwwm_m
19 Hwe_.o-w 500 Kiower (8th $2,056,500 *Sower Cash Res. *Sp 14 $2,056,500
Assessments
*General $46,000
36 w_qwaa el $300,000 |*RUT $30,500  *Water 14 [$10,753,955 $300,000
ject $223,500
: *LOST- City - 50% 150,000
34 Fire Rescue Truck $300,000 *Rural Assn. - 50% 2025 13 $150,000
Tumout Gear *LOST - City - 50% 70,000
R Replacement $140,000 *Rural Assn. - 50 % 23 B pi90
1of3 311572022



. . Other Funds GO Debt Reserves or
# Project Name  CostEstimate  Funding Source | Life Replac|— "P*® |Cimulative Cost City Total (cumulative) |Rev Bond
Total )
{cumulative)
2nd Street Repair *Special Assessment
8 Projact $138,000 *G 0. Bonds 13 $136,000
. *SRF Loan
13 mww_ww”:mmm.wm_ e | $1600,000]*Sewer Rate Rev. 13 [$12,929955 $1,600,000
*CDBG grants
*LOST Funds 66,500
Library Downstairs *General Tax Rev.
20 |Ranovation Project $98,500 (., rary Trust Donations 12 $32,000
*Library Foundation
225,000
30 Scene Shop Praject $425,000 |*Grants &Donations 12 $200,000
\ 110,500 $29,500
4 *Grants &Donations ¥ T
35 uﬂﬂﬁﬂmﬁﬂ“m $350,000[*LOST Fund S 12 (313,801,455 $239,500 ?méw Trust
g *Airport Trust in 202
42 |Dump Truck $105,000 *mm_%_f LA 2026 1 $105,000
*Special Assessment
Vermon Road *G.0. Bonds
" |Reconstruction Project | $1500:000 L 53T Money? n $1,500,000
“Water/Sewer Loan
5th Streat West *Special Assessment
10 Reconstruction Project $724,000 *G.0. Bonds - SR
Fitness Center - Pool *LOST Funds
25 Ventilation & $400,725 |*General Tax Rev. 11 $16,533,180 $400,725
Oo:am:E *FC Trust
*Special Assessmant
i M“%HE@ ﬁ:mmma | $1.019,000 [6.0. Bond 10 $1,019,000
truct s *Water & Sewer Loan
*Special Assessment
3 [ohAvehe W Mwa_ wot| 9985000 [6.0. Bond 10 $985,000
*Water & Sewer Loan
2nd Street S.W. *Special Assessment
{7} Reconstruction Project $1,300,000 *G.0. Bonds 10 518,818,180 $1,300,000
*Special Assessment
2 wmow” 328, am.mw Project $890,000 |*G.0. Bond 9 $890,000
“Water & Sewer Loan
Big Water Tower *SRF Rev Bond
L Repair Program $317,000 *Water Cash Res. g el
Water Main L
18 Replacement Program $3,500,000(*SRF Loan 9 $23,525,180 $3,500,000
Hmﬂﬁ_wzmﬁw ._._.,mms._mzﬂ *SRF Loan Plan 2023
14 S onaton $9,000,000|*Sewer Rate Rev. Sl 8 $9,000,000
Project (Nutrient *CDBG grants 2028
reduction program) 9
20f3 3/15/2022



Co . Other Funds GO Debt Reserves or
# ProjectName  CostEstimate  Funding Sowrce |Life Replac|y Mﬂm_s Cumulative Cost City Total (cumulative} [Rev Bond
o (cumulative)
*Grants &Donations
28 Theatre Roof Project $91,185 |*LOST Fund 2028 2 $91,185
*General Fund
*SRF Loan
IR P ate 22 *Water Cash Res. g [s32,616365
P *Sewer Cash Res.
Thomson Pool & hen 4 2,000,000
26  |Fitness Center $3,000,000 ,w__m_oq Donation 7 [$35616,365 $1,000,000
undraising
Upgrades
Dol P SR SO VALK $205,000 |*Grants &Donations 6 205,000 |,
Project
Replace Residential 200 |+ *
a8 Sidewalks ??7*Sp. Assessments *LOST 6 $35,821,365
750,000
Water Storage Tank & *SRF Rev Bond il L ’
15 |water Well Project $2,500,000 L opaG Grant Sl Rt s Bt $1,750,000
Downtown Sidewalk -
12 |Repair Program - oot |1LoST Fund "
Phase 2 (see Phase 1 - hases *Property Owners
ltem #11) P
40 Strest Sweeper $185,000 [*LOST FY22 14 $185,000
Fitness Center - Roof N
Lo LOST Funds $46,000
24  |Replacement (Builtin $48,000|*General Tax Rev. DONE IN 0 $48,000
195%) *FC Trust 2021
East Addition
$38,554,365 $5,473,000  $34,100,365
Not counting street assessments collected
By FYE 6/30/24 #of A's (4's) $3,416,080
By FYE 6/30/26 # of B's (3's) $10,599,100
By FYE 6/30/28 #0of Cs (2's) $18,102,185
FYE 6/30/29 or Later #of D's (1's) $1,750,000
# of Blanks $233,000
Total of City Costs $34,100,365
3of3 3/15/2022




Addendum 4

: RESOLUTION
RESOLUTION AMENDING RESOLUTION NO. 049903 RESOLUTION
STATING REQUIREMENTS FOR LOCAL OPTION TAX ELECTION

WHEREAS, on the 23" day of March, 1999, the Howard County Farm
Bureau filed a petition to change the use of funds generated by Howard County’s
one percent local option tax, and

WHEREAS, this petition contained the signatures of residents from the
municipalities within Howard County it thus mandates that each municipality hold
another local option election.

THEREFORE BE IT RESOLVED, by the City Council of the City of
Cresco, Iowa;

Section 1. That the proposition authorizing the imposition of a local sales
and service tax in the City of Cresco, Iowa, at one percent (1%) to be effective
January 1, 2001,

Section 2. That the revenues from the local option sales and service tax are
to be allocated in the City of Cresco, Iowa, as follows:

10% of local option sales and service tax will be used for direct
tax relief (City will ask for less property tax money)

90% of local option sales and service tax will be used for essential or
corporate purposes which includes street improvements,
economic development, purchases of equipment, repairs and
maintenance of city buildings, property, parks and the operation
of the Fitness Center

Section 3. The local option sales tax will be in effect until repealed by the
voters of Cresco, fowa.

Section 4. That the City Clerk is hereby authorized and directed to provide
a copy of this resolution to the County Commissioner of Elections of Howard
County and to the Board of Supervisors of Howard County.

PASSED AND ADOPTED THIS 5™ DAY OF JUNE, 2000,

ﬂ/m /é rFac, ATTEST:MM/
Arletta Rose, Mayor City Clerk/Treas. Sharon Smutzl




CITY OF CRESCO

CASH & INVESTMENT BY FUND Addendum 5
AS OF JUNE 30, 2021
‘‘‘‘‘ - - CASH MONEY MKT cD OTHERBANK  FUND
- BALANCE  BALANCE BALANCE BALANCE BALANCE
001 |General Fund | 102718 | 323,800.00 | 1,045,000.00 | - | 1,360,827.16
001 |General Fund - Theatre - - - | 4203.09 | 4,203.09 |
001  General Fund - Credit Card Processind = | - | - 3,500.00 | 3,500.00
001 |General Fund - RAGBRAI - - 8,955.76 | - 8,955.76 |
002  |General Fund-Hotel/Motel 354.50 14,000.00 |  20,000.00 34,354.59
022  |Local Option Tax Project 825092 |  135000.00 | 1,350,000.00 | | 1,485,825.92 |
065  |Nuisance House Fund 89814 3,00000| - I= - 3,808.14
078 |Flre Station Building 567.76 |  4,000.00 - 4,567.76 |
087 |[Equipment Replace 516.30 | 2,000.00 28,000.00 | 30,516.30
090 |Office/Computer EQuip. | 45.27 | 2,000.00 27,000.00 - 29,045.27
091 |Street Equipment Trust 75577 500000 |  30,00000 | 35,755.77 |
092  Theatre Trust | 67222 300000 3800000 | 4167222
094  |Airport Trust ] 79018 3,000.00 | 6700000 | .~ 70,790.18
098 |Cresco Community Fire ~ 930.62 | 6,000.00 |  60,000.00 | ] 66,930.62 |
110 Road Use Tax Fund 74381  48,000.00 |  600,000.00 | 64874361
112 Employee Benefits Trust 39747 | 94,00000 | 69000000 | 784397.17 |
119 |Emergency Fund L = - [ - | e
160 CIDC/CityRevol.Loan-bus. | 95.02 | 1,700.00 83,000.00 ~ 84,795.02 |
177 Police Forfeiture Fund | 24013 - = F 240.13
182 |Rehab Housing 5240 42,000.00 - 42,052.40
83 | Equip.Repair-Fitness Ctr | 65965 67,000.00 | e | 67,659.65
184 City Park Trust 811.03|  7,000.00 - | 7,811.03
185 |Recreation Supply | 70279 12,000.00 = _ 12,702.79
186 |Park Tree Trust - 534.89 5,000.00 | - B 5,534.89
188  [Fire Equipment Trust 31220 11,000.00 | 30,000.00 | M,31220
189 |Library Trust 22241 3,000.00 2500000 28,222.41
200  |Debt Service Fund 81095 500000 5800000 | 6381095
322 |Scene Shop Project Fund | 63220 1,000.00 | 12,000.00 | 13632.20 |
600  Water Utility Fund o nese 56,000.00 360,000.00 | 41606462
601 |Water Deposit Trust ~ 566.20 | 13,000.00 |  20,000.00 ~ 33,566.20
1602 ‘Water Utility Replacement | 543.38 69,000.00 450,000.00 | o ~ 519,543.38
610  |MSSU Revenue 52685  96,000.00 530,000.00 | 626,526.85 |
612 'MSSU Operation/Maint 72116 2 - I I R
613  |MSSU Replacement 21416 | gs_opo 00 | 1,070,000.00 | . 1,175,214.16 |
614 MSSU Rev.Bond Int 88249 - | 32,000.00 | | 3288249
620 (Cap Imp Water, Sewer, Storm 611.99 |  90,000.00 | - | 90,611.99 |
670  YardWasteFund 2496 900000 |  120,000.00 | | 128,024.96
820 Health Ins Partial Self Fund - - 60,000.00 |  56,130.25 116,130.25
. Totals 17,754.19  1,235500.00  6,813,955.76 63,833.34  8,131,043.29
. R - 0% 15% - B4% - 1% __8131,043.29
Checking - Cresco Bank & Trust {operating) 0.05% 17,754.19
Checking - CB&T (credit cards} 0.00% 3,500.00
Theatre Checking (CB&T) 0.00% 4,203.09
Money Market - Cresco Bank & Trust 0.10% 1,235,500.00
MMKT Hith ins Partial Self Funded 0.05% 56,130.25
CD RAGBRAI - 3 yr - matures 9/14/23 (CUSE 0.65% 8,955.76 Eligible for Exchange Rate - 1 time higher interest rate
CD Safe-T-Fund -6 mth - matures 11/17/21 0.30% 60,000.00
CD - 60 Day - matures 8/16/21 (CB&T) 0.25%  3,400,000.00
CD - 50 Day - matures 816121 (CB&T) 0.25%  3.345.000.00

$ 8,131,043.20
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Addendum 6

WHAT IS TAX INCREMENT FINANCING?
Questions and Answers About TIF

Robert E. Josten
Dorsey & Whitney
801 Grand Avenue, Soite 3900
Des Moines, lowa 50309
(515) 283-1000

Josten.robert@dorsey.corn
What is tax increment financing?

Tax increment financing is a method of reallocating property tax revenues which are produced asa
resuit of an increasé in taxable valuation above a "base valuation® figure within a tax increment
area. Until the tax increment debt within an area has been repaid, tax revenues produced by
property tax levies imposed on the increased taxable valuation by a city, county, school district,
area school or any other taxing jurisdiction are all allocated back to the city or county which has
established the tax increment area, and must be spent by that jurisdiction for projects within that
area,

What is the stattory authority for tax increment financing?

Chapter 403 of the Code of Iowa, the Urban Renewal Law. Major amendments to Chapter 403
were enacted in 1994 which changed many tax increment requirements as of January 1, 1995,
Most of these are discussed below, along with later amendments which made it more possible for
cities and counties to use tax increment revenues to finance public improvements related to private
bousing development. ’

Which jurisdictions may create tax increment financing areas?
Both cities and counties may exercise general tax increment powers.
Why do cities or counties create tax increment financing areag?

Tax increment financing areas are created as a means to maximize property tax doliars within
particular areas, in order to pay the cost of public improvement projects (streets, water, sewer, etc.)
or to make direct economic development grants or loans to private enterprise as an incentive to
locate within the tax increment financing area. The funds must be spemt within the area and may
not be used by cities or counties to supplement their general operations,

What is the difference between tax abatement and tax increment financing?

Property tax abatement (authorized by both Chapter 404 and Chapter 427B of the Code of lowa)
provides an incentive for property owners to make improvements to property by exempting the
resulting increase in valuation from property taxation for a period of time. The new valuation is
"gbated” and is, therefore, not subject to tax. Under tax increment financing, all increases in value
are subject to the total consolidated property tax levies of ail local taxing jurisdictions, but those
revenues which are produced from the increased (or incremental) valuation are allocated back to
the city or county which has established the tax increment area, and those revenues must be spent
for projects within the tax increment area.

-1-
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May cities or counties have both tax abatement and tax increment areas?

Ycs, but, as explaived above, the concepts are basically contrary to each cther and should be
combined only after careful planning and consideration. For example, it will be difficult to repay
tax increment debt if all the potential incremental value has been abated.

What is the process for establishing an urban renewal/tax increment financing area and obtatning
TIF revenues?

identify the boundaries or legal description of the proposed area

determine if the conditions in the area qualify the area to be designated a "slum,”
"blighted” or "economic development” ares, as defined in Chapter 403

prepare an urban renewal plan outlining objectives to be accomplished within the area

set a date for a public hearing by the City Council or Board or Supervisors

refer plan to the local plan and zoning commission for review

send a copy of the plan and the notice of hearing to each of the other affected taxing
entities (counties, local schoofs and area colleges) and schedule a date and time for a
“consultation sesston™ with those other affected taxing entities

hold public hearing

adopt resolution approving urban renewsl plan

adopt ordinance designating tax increment area

incur debt (see question 15)

file annual TIF debt certification with county auditor

o

i =
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Must a city or a county receive permission from any other governmental entity before establishing
a tax increment area?

No, under most circumstances. However, a city must receive permission from a county in order to
include property in a city tax increment area which is located up to two miles outside its city
limits, and a county must receive permission from 2 city in order to incinde property in a county
tax increment area whick is located within two miles of a city's boundaries. In addition, a city or
county is required to notify other taxing jurisdictions of its intent to create or amend a tax
increment area and, to give those jurisdictions an opportunity to comment on a proposed tax
increment plan (see 7f above). There is no sign-off required by any State agency for the
establishment of a tax increment area.

Are there any restrictions on types of property that may be inctuded in an urban renewal area?

No, aay category of real property may be included in an urban renewal area, but owners of
agricultural land, as defined in Section 403.17 of the Code of lowa, must give specific permission
before that land may be made part of a city or county urban renewat area.

What is the "base valuation” date for a tax increment area?

The "base valuation” date is the starting point from which incremental value is caloulated. For tax
increment areas created prior to January 1, 1995, the base valuation date is January 1 of the
calendar year prior to the year in which the tax increment designation ordinance was adopted. For
plans approved after January 1, 1995, the base valuation date is Janunary 1 of the calendar year
prior to the year in which tax increment debt is first certified to the county auditor.

What is the formula for determining the amount of incremental value which exists within a tax
increment area?

o
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Incremental values are determined each year by subtracting the taxable valuation which existed on
the base valuation date from the taxable valuation on the most recent tax roll. That difference is
the incremental value.

How are anmual tax increment revenues determined?

The amount of incremental valuation is multiplied by the consolidated property tax levy (city,
county, school district, area college). The revenues produced from local debt service levies must
be subtracted, because these are retumed to each taxing jurisdiction in order to pay outstanding
general obligation debt, and these revenues do not become part of the tax increment revenues. In
addition, regular and voter-approved school physical plant and equipment (PPEL) levies are also
subtracted and do ot become part of the TIF revenues., The remaining revenues are allocated to
the city or county which has established the tax increment area.

What are the time [imits on the collection and use of tax increrent revenues?

For all tax increment areas established prior to January 1, 1995, and for areas established after
January 1, 1995, based on a finding of slum or blight, there is no statutory limit on the period of
time for which the revenues may be collected and used. For areas established after January 1,
1995, based on a designation of economic development, tax increment revenues may be collectad
for no more than twenty years. For housing projects in economic development areas, there is a
basic ten year limit, which may be increased to fifteen years (see next question).

What are the restrictions on the use of tax increment financing to assist in the development of new
housing?

For tax increment areas established on a finding of stum or blight (see Question 7 above), there are
no restrictions. With some minor exceptions, for tax increment areas established on an economic
development finding, tex increment revenues may be used to finance the cost of public
improvements related to housing, without regard to the cost of the homes or the income levels of
the ultimate owners. However, an amount of funds equal t a certain percentage of the tax
increment revenues that benefit a project must be used by the city or county to provide assistance
related to housing for families whose incomes do not exceed 80% of the median income in the
county. These finds for low and moderate assistance are not restricted to being spent inside the
tax increment arez but may be spent anywhere in the city or county. For cities or counties above
15,000 population, tax increment revenues from these Projects may not be coltected for more than
ten years. For cities or coumties under 15,000 population, collection may be possible for fifteen
years, if ali other affected taxing entities agree to the extension of time.

How can tax increment projects be financed?

Various types of debt are possible, including general obligation debt, pure tax increment revenue
debt, internal loans between governmental finds and “rebate agreements”, in which all or a
portion of annual tax fncrement revenues are paid back to developers. Rebate agreements are
particularly useful for residential developments,

Does debt payable from incremental taxes count against a city’s or county’s constitutional debt
timit?

Yes, it does. While Section 4039 of the Code of Iowa contains language which states that such
debt does not count against a constitutional debt lirnit, the lowa Supreme Court ruled in 1975 that
tax increment debt must be counted against a city’s or county’s constitutional debt limitation.
However, if an “annual appropriation” clause is included in a bond issuance resolution or a rebate
agreement, only annual payment amounts must be conntad against a constitutional debt limit.

5



17.

18.

19,

20.

21.

22

Q

How does tax increment financing affect local school districts?

First, all debt service tex levies, as well as regular and voter-approved physical plant and
equipment (PPEL) tax levies, are “protected,” which means that funds produced from those levies
go to the school district and do not become tax increment revenues. Second, because of the state
foundation aid program that finds a portion of each local school district’s general operating
budget, only school districts that have significant general fund tax levies above $5.40 per $1,000
of valuation are likely to be seriously affected by & city or county tax increment financing district.

May urban renewalftax increment areas be expanded or combined with other areas, aud, if so,
what are the implications for the original area?

New property may be added to existing urban renewal/tax increment areas, and separate areas may
be combined or consolidated. It is mot mecessary that the new property be contiguous to the
existing urban renewal area. The same process must be followed as that for creating the original
area, inchiding hearing and consultation session with other taxing entities. The areas which are
added will be subject to the statutory rules in effect on the date that they are added, but the original
district will not be affected. The property which is added will probably have a different base
valuation date than the base valuation date for the original district.

If a city or county bas several separate urban renewal areas, may funds from any area be spent in
any other area?

Assuming that tax increment areas have not been combined or consolidated, as discussed above,
and that the city or county wants its urban renewal areas to remain legally separate, funds must be
spent within the boundaries of the wrban renewal area from which they are derived, and, if there is
more than one urban renewal area, the fands from one area may not be spent within another area,

Is interest on tax increment debt exempt from federal or state income taxes?

Depending upon the purposes for which the funds are expended, interest income on tax jucrement
debt may be exempt from federal income taxation, as well as from state income taxation. If funds
are used to make an economic development loan and/or if security is provided by a private
enterprise, in the form of, for example, & minimum assessment agreement, or if TIF funds are not
used for public improvements, the intersst income may not be exempt from federal taxation, but it
may still qualify for state tax exemption.

May cities establish tax increment aregs outside their city limits?

Cities may include property located up to two miles outside their city limits in tax increment aress,
but only after obtaining the consent of the County Board of Supervisors and any owuers of
agricultural land,

What are the limitations on the establishment of county tax increment areas?

County boards of supervisors may establish tax increment areas for projects in any area which is at
least two miles outside the city limits of any city. In addition, with the agreement of a city council,
a county board of supervisors may also establish a tax increment area within two miles of the city
limits of a eity, or inside the city.



LR AR B AT e

. P " - I
' : /. _. | _ B ey  oemang e
i ! i . h — “ L 98b ayeyuey ek
“ _ W ||I__ “ ._ oty a&.@pa&fuﬁ
. - mlm htr. = . ) g
h.:? anquxy -. 3! L' s#INGWONEWY —
: ! W= O LINSAU VSV Gengy g, VOPFTLEs
) TS i aaaav svauv Py TE0
_ VIV TYMIANTI NVTIn y TG b
N— TVIDHIWIWOD 0DSTHD ; .
] : ! .
: ; |
__ 3 | ok
m!“ . 1 =z ngh
v (L) ; £ =
_ .
4~ _ (=

[ Y e

[ ™ | | | o

_ ==L 5 | . N _“ w I i _

S - T
VIV TVAMEANTE NVENN 00STo -



Addendum 7
MUNICIPAL DEBT FINANCING - TWO OPTIONS

GENERAL OBLIGATION NOTES/BONDS/LOANS
and

UTILITY REVENUE NOTES/BONDS/LOANS

by
Patrick Callahan, Callahan Municipal Consultants, LLC

The Two Basic Options - An Introduction

There are generally two kinds of municipal debt financing for improvements to the city's
water system, wastewater treatment facility, and sanitary sewer system. The first is called
general obligation debt, which is borrowed money backed by the "full faith and credit* of
the city's taxing authority. [n other words, the property taxpayers are obligated to repay
the debt. The second is called revenue debt financing, which is borrowed money paid
backed by the payment of city service fees or a specific revenue source (i.e. water or
sewer utility payments.) General obligation (G.0.) bonds usually have the lowest rate of
interest and are typically considered the municipal debt with the least risk.

There ate two types of general obligation bonds- "essential" corporate purpose bonds and
“general” corporate purpose bonds. Essential corporate purpose bonds do not require
voter approval. General corporate purpose bonds may require voter approval.

Bonds issued for basic or necessary city functions are termed "essential” corporate
purpose bonds and can inchide improvements 1o the city's water system, wastewater
treatment facility, and sanitary sewer system which is the focus of this report. The
objective of this report is to explain the advantages and disadvantages of general
obligation bonds versus revenue bonds for the purpose of municipal debt financing for
water and sewer projects.

While this report will make reference to general obligation and revenue bonds, loans and
notes, the same concepts and characteristics apply to bonds, loans and notes. This report
discusses "bonds" for the sake of brevity, rather than continually referring to loans, notes and
bonds.

State Constitutional Debt Limit

There is a very important difference between a city's actual or 100% assessed valuation
of property and the taxable valuation of property when it comes to calculating the city's



constitutional debt limit. There has been some confusion by city officials who have used
the wrong valuation number when calculating the city's general obligation debt capacity.

The lowa Constitution states that no city may become indebted in any manner, or for an
purpose, in an amount exceeding five percent of the value of taxable property in the city.
However, The lowa Supreme Court has ruled that this provision applies only to debt
payable from property taxes. The lowa General Assembly has enacted a statute which
interprets this Constitutional provision to allow the calculation of a city’s debt capacity
against the 100% or actual valuation of property, rather than the taxable value which
incorporates the "roll-back.” Further, this limit applies only to outstanding principal
amounts of debt. It should be noted that utility revenue notes and bonds do not count
against the city’s "five percent debt limit."

General Obligation Bonds/Notes/Loans

General obligation bonds can be used to finance capital improvement projects for
municipal water utilities, wastewater treatment plants, and sanitary sewer systems. The
city council can issue essential corporate purpose bonds which would be backed by the
city's legal authority to impose a debt service levy on all taxable property in order to repay
the debt.

The Advantages of G.O. Bonds/Notes/Loans

1. Lower Interest Rates. A general obligation bond will generally have a lower interest
rate than a revenue bond. While the difference will vary from city to city, depending upon
the city's financial history and current trends in the bond market, a general obligation bond
will have an interest rate of 0.25% to 0.50% less than a revenue bond.

2. Flexible Payment Options. When general obligation bonds are used to finance a water
or sewer project, the city council retains the option of repaying the debt with either
property taxes or user fees or a combination of both sources of revenue. Whereas, the

city cannot use property taxes from a debt service levy to repay revenue bonds.
Depending upon the circumstances and the legal requirements, it may also be permissible
for the city to use special assessments, local option sales tax receipts, and general fund tax
revenues to finance general obligation debt payments for water and sanitary sewer
projects. The city cannot use property taxes from a debt service levy to repay revenue
bonds.

3. Fewer Requirements. Since general obligation bonds are backed by the "full faith and
credit" of the city, or the City's ability to use a property tax debt service levy, the
requirements for such things as a reserve account, improvement fund, and sinking fund are
less restrictive than revenue bonds.



Disadvantages of the G.O. Bonds/Notes/Loans

1. Constitutional Debt Limit. The State Constitution limits the amount of the city’s
outstanding general obligation debt to no more than five percent (5%) of the actuval or
100% assessed valuation of property in the city. This limitation applies to all general
obligation debt, regardless of the sources of revenues that are used to repay the debt.
Therefore, a general obligation bond that is repaid with water or sewer revenues will still
count against the city's five percent general obligation debt limit.

2. Enterprise Funds. It has been argued that the city’s general obligation debt capacity
should be reserved for those improvements such as streets, city halls, libraries, police
stations, fire stations that cannot be financed with user fees. It can also be argued that
water and sewer systems need to be operated as "stand alone independent operations"
with no reliance on property taxes and general obligation bonds. Therefore, it can be
argued that most, if not all, water and sewer debt financing should be covered by revenue
bonds or special assessment bonds.

Revenue Bonds/Notes/Loans

If a city wants to issue revenue bonds for an improvement, it may do so without a vote of
the citizens. However, the city must hold a bond public hearing and pass an authorizing
resolution before such bonds can be issued.

Revenue bonds can be issued for many municipal projects including, but not limited to:
parking facilities, civic centers, recreation facilities, port facilities, airports, water systems,
sewer systems, municipal electric improvements, municipal gas improvements, solid waste
facilities, bridges, hospitals, bus systems, stadiums, housing for the elderly or physically
handicapped, and utility operations. Obviously, there must be adequate revenue from these
enterprises to payoff these bonds, because the debt is NOT secured by the property tax
base of the city.

Advantages of Revenue Bonds/Notes/Loauns

1. No Legal Limits. Unlike general obligation bonds that have the "five percent debt
limit,” there is no legal limit on the outstanding balance of revenue bonds. However,
revenues from the particular enterprise fund must be adequate to repay the bonds.

2. Debt Payments Based on User Fees. The payment of revenue bonds is basically
funded from user fees or money paid by the people or businesses that actually benefit from
the improvements. If the home owner or business owner is not connected to the city's
water or sewer system, then they do not "contribute” to the city's account from which the
debt is repaid. If the cost to finance a water or sewer improvement is financed in whole or
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part from a debt service levy paid by property tax coliections, then there may be property
owners who are required to repay a debt for a service that they do not utifize.

3. The Question of Fairness. An example of the situation described above could be a business
property owner who owns a warehouse or rental storage units who pays debt service property
taxes to fund & water or sewer improvement, but does not have water or sewer service. The
owner of a car wash, who pays a water and sewer bill that is based upon lower rates because a
debt service property tax levy is used to repay a major utility improvement, then gets a "break”.
It could be argued that the warehouse owner is "subsidizing" the car wash owner in this
example. The use of revenue bond to finance capital utility projects helps to ensure that the
people, who benefit from an improvement, actually pay the bill for the debt attributed to the

project.
Disadvantages of Revenue Bonds/Notes/Loans

1. Slightly Higher Interest Rates. Since revenue bonds are not backed by the "full faith
and credit” of the city's property tax base, the interest rates are slightly higher than rates
for general obligation bonds. While the difference in interest rates between the two types
of financing has narrowed, there is still a "spread”, because revenue from

user fees is not quite as "rock solid" as property tax collections from a historical

perspective.

2. Additional Requirements. The issuance of revenue bonds will typically require the
establishment of special funds, such as a reserve account, an improvement fund, and
sinking fund. The establishment of these special funds or accounts will require some
additional work for city personnel. It will necessitate that the city adequately fund the
enterprise to cover all the costs of operation, including the repayment of the revenue
bonds. The City may be required to provide a coverage of 25% over the actual amount of
the annual debt payment in order to assure potential investors that revenues will be
adequate to repay the bonds or notes, plus interest. This requirement is typically called a
“debt coverage ratio.” It should be noted that the debt coverage ratio for a State Revolving
Fund (SRF) loan is 10%, rather than 25%,

3. User Fee Increases. The repayment of revenue bonds for water or sewer construction
projects will often times require an increase in water and sewer user fees. If the city has
been reluctant to raise water and sewer rates in the past, the "required increase"

in user fees can often times be significant and burdensome. Since water and sewer bills
are normally paid or a monthly basis, the impact of user fee increases can be immediate,
controversial, and politically unpopular.

4. Collection Problems. Since the city is responsible for the collection of the user fees
required to repay revenue bonds, water and sewer receipts can be influenced by such
problems as bankruptcies, slow collections, customer resistance, decreased consumption,
industry closings, and citizens complaints. Collection problems can be very troublesome
when the city's largest water and sewer customer, such as a meat packing plant, decides to
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reduce water consumption or close its facilities in the community. The remaining rate payers may
face additional user fee increases to "cover.” the loss of revenues paid by the major user of the
City’s water or sewer services

Seek Legal and Financial Consulétant Advice

City officials should always consult their financial consultant, city attorney, and bonding
attorney prior to making any decisions regarding the options discussed in this report,
There are court decisions and legislative actions that can have a significant impact on the
city's ability to issue bonds or notes to fund capital improvement projects.

Conclusion

There is no "right or wrong answer” when making 2 choice between general obligation
bonds and revenue bonds to finance water and sewer construction projects. City officials
need to take into consideration many factors when selecting municipal debt financing
alternatives These factors can include:

The current amount of outstanding general obligation debt
Outstandmg revenue bonds, notes, and loans.

Clty‘s current general obligation debt capacity.

* Future capital project financing needs and the debt capacity projections.
Current and future user fees for water and sewer services.

Property tax debt service levy and the projected levy.

Cltlzen comments and suggestions.

Upcommg water and sewer projects,

After taking these factors into consideration, the city council can select the option that best meets
the city’s needs.

Contact Information:

Patrick Callahan

Caltahan Municipal Consultants, LLC
417 Kaitlynn Avenue

Anamosa, [A 52205

563-599-3708
www.callahanmunicipalconsuitants.com 5

August 6,2014



Addendum 8

SRF Overview

*The Sta is one of lowa's primary sources of
financing for water quality and water supply projects. Loans are
available for and

*The SRF is jointly administered by the iowa Department of Natural
Resources and the lowa Finance Authority

“The finances publicly owned wastewater and sewer

projects, as well as nonpoint source control practices. The
| finances water system improvements and source water
protection for eligibte public water supplies

*All uses of SRF dollars are cutlined in Intended Use Plans {{UPs)
including specific projects identifiad for funding. Applications are
taken year-round, with quarteriy updates to the IUPs. lowa's SRF is
currently abie to fund all eligible projects

“For more information, contact Theresa Enright, 515-725-0493;

INVESTING IN IDWA'S WATER
www.iowasrf.com



Construction Financing

*At any time after the facility plan is approved, the applicant may begin
the process for an SRF construction loan. This includes work
The construction loan application is separ:

the Intended Use Plan application and will include infermation an « Sppluzat

. £ gl LA iy T . o W i

rates, outstanding debt, and system financial data in the pr: e s

prepared by the Municipal Advisor PRSI Nty

State Revalving Fund Loan Application

‘The applicant works with bond counsel 1o schedule and hold a publi ; W Jetay

hearing and pass a bond resolut i b omor
will provide an estimated debt service schedule for Jroceedmys . o s T ik g i 5

*The must be submitted to IFA. The
construction loan application, with pro forma attached, sh
submitted after bids have been received and the amount of th
needed to complete the project is known

«Current interest rate is 1.75% i . = ———

ornigination fee and .25 T3 tead comsten
x! Eotgiilggiﬂ..!g
e H:_U.—ﬂ....nm TPV brcloveal vt ot formt v of i Puriints sl STV tecie, ekl r o Posat
Jap WA Dawiuencd Dok dapeod
e L SR

B v o T Ay AT N AT =% DN
Vs wotalrucment Pud boom avardad® 2 ¥ee 3%

B 0, wit & iy P Puld o gd g ¥
W dm o L I ] e
Vel - gt o8 prcivd prownd caspicten o

INVESTING IN IOWA’'S WATER
www.lowasrf.com
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Addendum 9

CiTY OF CRESCO, IOWA

CAPITAL IMPROVEMENTS PLAN (CIP)

PRELIMINARY REVIEW OF FINANCES FOR CIP
AUGUST 30, 2021 ~ REVISED FEBRUARY 8, 2022

Cash reserves on 6/30/2021 - CIP Projects?

® General Fund $1,387,086
» local Option Sales Tax 51,485,826
* Equipment Fund $ 30516
s  Airport Trust $ 70,790
* Road Use Tax {RUT} $ 648,744
s Water Utility S 416,665
¢ Water Replacement $ 519543
O SEWEE ULl e ressssstsntiaerrsreressarersmms s sessesssssonssens $ 626,527
* Sewer Replacement... $1,175,214
s CIP Fund S 90,612
e Street Trust... $ 35757
s Theatre Trust $ 41,672
» Fire Trust S 41,312
s Library Trust S 28,222
e Yard Waste...... $ 129,025
Property Tax Levy — Per $1,000 Valuation
F.Y. 2021 F.Y. 2022 F.Y. 2023 (Proposed)
Regular Levy......cccmvvcrivsene. $13.63 $13.94 $13.95
Debt S8rvice.....ossimermersns 251 2.18 $ 198
CIP Levy 0 0
Total . 51614 516.12 $15.93
Taxable Valuations — After Rollback
F.Y. 2022 F.Y. 2023
General Fund $130,545,352 $137,313,650
TIF Valuation (Not Used)........ $ 3,619,831 $ 1,527,113
Total {Debt Service)........ure... $134,165,183 $138,840,763
100% Assessed Valuation & Debt Limit
e The Total Valuation........... $217,603,238 " $232,955,601
¢ Less Military Exemption.... $ 268,540 S 250,020
- U
Net Total...cocoecccvverrene. $217,332,698 $232,705, 5381
Debt Limit {5%)......cccccvirene x 5% x 5%
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" Cresco G.O. Debt Capacity... $ 10,866,635 - $11,635,279

Cresco Qutstanding Debt - 6/30/2021

Cresco Debt Capacity...... $10,866,635
Less Qutstanding G.0. Debt

2010 G.0. Loan - $120,000 — (Paid OFff)

2013 G.0. Loan -§ 360,000

2014 G.0. Loan - $1,900,000

Total - $2,260,000
Balance of G.0. Capacity $ 8,484,203
Capacity Available — 79%

Capacity Used — 21%

Local Option Sales Tax

Resolution For LOST Money

e  Property Tax Relief— 10%

* Maintenance for Streets, City Buildings, Parks & Fitness Center — 90%
* Annual Revenue —Budget F.Y, 2022 - $525,000

¢ Actual Annual revenue F.Y, 2021 - $580,427

Road Use Tax Fund

¢ For Streets, Sidewalks & Storm Sewers ’

¢ Annual Revenues - $520,000 budgeted in F.Y. 2022 ~ {Expect $528,000 to $540,000)
» Actual revenue - $578,900 in F.Y. 2021- Included $36,836 for COVID Relief

Water Utility - F.Y. 2021-22

o Annual Revenues.......wn. $57%,800
e Water Accounts.........vceerineirinens 2,275
e Gallons Sold.......cenmensriarens 97,755,230
¢ Outstanding Debt.........coconmnnnn -0-

Sewer Utility — F.Y, 2021.22
¢ ANNUAl ReVENUES...covensiuricrsrrens $823,900
o Sewer ACCOUNLES .....oreiervencererens 2,161
¢ Gallons Billed.........coviiimmrenrennee. 81,131,515
¢ Outstanding Debt........ceomscrens $268,000
{SRF Loan - Interest rate - 1.75%)
Papulation — Impact on LOST & RUT - None due to increase

2010 Census 3,868
2020 Census.....cuviiiirsrn-. 3,888
InCrease......uwwmin. 20 (+ 0.5%)




11. Revenues Not Available For CIP
¢ Storm Sewer Utility
» Capital Projects Tax Levy
» Electric & Gas Franchise Fee
¢ Tax Increment Financing (TIF) for Debt Service Payments



