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Capital Improvement Program
Introduction

The City of Hancock's Capital Improvement Program (CIP) is a planning tool, with a goal to identify and
schedule capital improvements over a six-year period between fiscal year 2022-2027. The CIP is an
opportunity fo formulate strategic long-term policy decisions that extend beyond 2021-2022 fiscal year.
Each year, the City of Hancock invests significant time and resources to design, construct and maintain the
infrastructure and facilities needed to deliver municipal services to residents and businesses. Because of
the high costs associated with building and maintaining capital assets, the City must carefully balance the
need for such assets with our requirements to sustain a strong financial position.

Hancock’s CIP is a six-year balanced plan that addresses projects that are needed, or will be needed,
across a broad spectrum of areas. Annually, a significant amount of efforts will be taken to update the CIP
to ensure not only critical needs are being met, but also that the cost, scope and timing of all projects are
coordinated throughout the City. Coordinating the timing of different project in the same location is
particularly important since it helps us to minimize service disruptions.

The CIP identifies items having a value more than $20,000 per item and have a useful life of at least three
years following the date of acquisition. Capital projects include design and construction, as well as the
acquisition of land and the purchase of capital assets. Maintenance-oriented, operation or continuous
expenditures are not considered to be capital improvements.

Specifically, the purpose of the CIP is to:

e Identify and evaluate the needs for public facilities.

e Determine cost estimates for each capital project submitted.

e Determine if there will be future operating costs for such projects.

o Determine potential sources of funding for such projects.

e Anticipate and pre-plan projects with an emphasis on seizing opportunities for partnerships

and alternative funding.

The project identified in the CIP represent the City of Hancock's plan to serve residents and anticipate the
needs of the community and its aging infrastructure. The City considered all available documents in
preparation of the CIP including review of the Master Plan, PASER rating reports for street conditions,
Water and Sewer Asset Management Plans.
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Overview
The CIP helps track multi-year projects that may require planning, design, land acquisition and
construction.

Definition of a Capital Improvement

The CIP allows for responsible and thoughtful planning and future major expenditures that are not
necessarily finance or automatically included in the annual budgeting process. All capital projects,
however, as they pertain to the definition of capital improvements should be part of this CIP.

Impact of Capital Budget on the Operating Budget

As new policies and programs are approved, both the operating and capital budgets are impacted. For
example, an increase in service levels approved as part of the operating budget would have long term
effects on the Capital Improvement Program. Conversely, a restrictive change to the use of long-term debt
would slow capital programs. Regardless of the difference between the operating and capital budgets, the
two are interdependent. During the budget process, departments are required to include costs associated
with operating and maintaining capital projects for the upcoming year as outlined in the CIP.

Legal Basis of the Capital Improvement Program

The Capital Improvements Program has been authorized by the Michigan Planning Enabling Act (Public
Act 33 of 2008). This mandate gives responsibility for preparing a CIP to local Planning Commission
bodies, and reads as follows:

125.3865 Capital Improvement program of public structures and improvements; preparation; basis.

“(1) To further the desirable future development of local unit of government under the master plan, a
Planning Commission, after adoption of a master plan, shall annually prepare a capital improvements
program of public structures and improvements, unless the planning commission is exempted from this
requirement by charter or otherwise. If the planning commission is exempted, the legislative body either
shall prepare and adopt a capital improvement program, separate from or as a part of the annual budget,
or shall delegate the preparation of the capital improvement program to the chief elected official or
nonelected administrative official, submitted to final approval by the legislative body. The capital
improvement program shall show those public structures and improvements, in the general order of their
priority that in the commission’s judgement will be needed or desirable can be undertaken within the
ensuing 6-year period. The capital improvement program shall be based upon the requirements of the
local unit of government for all types of public structures and improvements. Consequently, each agency or
department of the local unit of government with authority for public structures or improvements shall
furnish the Planning Commission with lists, plans, and estimates of time and cost of those public structures
and improvements.”
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Planning and Benefits of the Capital Improvement Program

The CIP is first and foremost, a planning tool. It can be quite useful as a primary guide in implementing the
Master Plan. With thought, foresight and review as a result of a CIP, the many outstanding capital projects
that communities are faced with implementing every year, can be viewed as one package, rather than as
small, fragmented groups or lists, with no unified sense of focus and direction. When capital improvements
begin with careful planning and study, the City of Hancock’s changes for receiving State and Federal
grants are greatly enhanced. Some grants require the inclusion of a CIP with the application. Formulation
of a CIP assists those involved to look at alternative funding mechanisms that might not have been
considered before. Instead of relying on local revenue sources alone, the CIP allows the City to think more
creatively to fulfill Master Plan goals and policies. The CIP often avoids reactive planning, and instead
replaces it with balanced initiatives.

CIP Development Process

Capital improvement planning has proven to be a year-round process, with City departments continually
re-evaluating and prioritizing their capital needs. City staff identify and prioritize projects, estimate project
costs, determine available resources, balance project requests within the available resources, and
ultimately, submit a recommended project to the City Manager who recommends purchase fo the City
Council. Collaboration between the City Manager's office, Department of Public Works (DPW),
Clerk/Treasurer Department and Police Department is necessary to coordinate the annual update of the
six-year CIP as part of the annual budget process. Department staff also assist with forecasting revenues
for the various funds used to finance capital projects, and set the parameters for the development of the
CIP. The City Manager recommends to the City's Planning Commission for their input prior to it being
included in the annual budget process. The following is an overview of a timeline for the CIP development
process:

September ~ January: Operating departments identify projects, define project scopes, prepare cost
estimates, and prioritize projects.

February - March: The CIP requests are given to the City Manager for evaluation and consideration
making necessary adjustments as needed. The CIP is provided to the Planning Commission for review

after City Manager review.

April: The CIP is presented to the Planning Commission. City Administration finalizes the recommended
CIP for consideration by the City Council.

April: The CIP is included in the City Manager’s proposed budget which is presented to the City Council.
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