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SUBJECT: CAPITAL IMPROVEMENT PLAN AND PROGRAM 

I. PURPOSE
The Capital Improvement Program (CIP) is a proposed multi-year plan that provides for the
acquisition, construction, replacement and/or maintenance of the City’s public
infrastructure and major capital assets. The terms Capital Improvement Program and
Capital Improvement Plan should be regarded as interchangeable.

Proposed CIP expenditures are grouped in the plan by type – infrastructure
(streets/utilities) improvements, facilities/grounds projects, and major equipment
purchases (vehicles/rolling stock, technology, and other specialized items). Proposed
funding sources are also identified for each expenditure. Execution of the program requires
a careful balancing of needs, wants and available resources.

The CIP is manifested as a list of proposed capital expenditures, with funding sources,
scheduled for the next fiscal year and the four years thereafter. With maturation of the CIP
process, the planning horizon for major capital expenditures may grow to a ten-year
projection.

The CIP process is undertaken because it provides:
 An effective way to anticipate, plan, budget, and coordinate operational and

capital needs across city departmental boundaries.
 A rational method for allocating scarce resources by prioritization.
 A tangible and coherent program that can be more strategically aligned with

available State, federal and other outside funding opportunities.
 Defined capital commitments that may better mobilize public and private

support.
 Evidence of effective financial management that may enhance bond ratings.
 A tool that can be used by Staff for long-range analysis and planning.

II. DEFINITIONS
Capital Improvement – an expenditure of Public funds for the acquisition, construction,
replacement and/or maintenance of the City’s infrastructure, facilities/grounds, and major
equipment. A threshold of $10,000 is used to define an expenditure as a capital expense
appropriate for inclusion within the CIP.

III. POLICY
A 5-year CIP will be annually updated, reviewed and adopted by the City Council in
conjunction with the City’s annual budget process. Council and Staff consideration shall be
given to the following factors when developing the plan:

 Availability of funding sources
 Retaining $500,000 for emergency resources in the Capital Programs Fund
 Projected need and urgency for repair or replacement
 Likely demand for the improvement
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 Estimated cost
 Impact to City debt levels
 Relative benefits and avoided costs if funds used for alternative purposes
 Subsequent operating costs that will flow from the proposed improvement
 Alternatives for addressing the improvement need through collaboration or cost

sharing with others

IV. PROCEDURE
The CIP is prepared and developed by City Staff with direction provided by the City
Council. The plan will be annually updated, reviewed, adopted and published. Department
managers are responsible for annually updating information and for suggesting new items
for the CIP. The Finance Director will centrally manage CIP information and documents
and with the City Administrator, will facilitate annual discussion and decision making by
the City Council.

Program expenditures proposed for the first year of a multi-year CIP would be included in
the annual budget for that year, together with the chosen funding source(s). City Council
review and revision of the CIP will occur at an early stage of the annual budget process so
that potential tax levy impacts can be evaluated in conjunction with the discussion of
proposed operational levies for the next calendar year.

Inclusion of CIP items in an annual budget does not constitute authorization for the
expenditure. During the course of the budget year, each item will be presented to the City
Council for specific consideration and spending authorization.

V. AUTHORITY FOR IMPLEMENTATION AND ENFORCEMENT
Management team members are responsible for annually reviewing and updating relevant
information about CIP items within their operational jurisdiction and for appropriately
sharing it with the Finance Director, City Administrator and the Mayor/City Council. The
Finance Director is responsible for coordinating the ongoing implementation and
enforcement of this Policy, under general supervision by the City Administrator and
Mayor/City Council.
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Financing Methods 
 
  
INTRODUCTION 
 
Planning for capital improvements requires sound and economical financing. The City of South 
St. Paul is able to utilize several financing mechanisms ranging from cash reserves to special-
purpose funds, as well as borrowing through bond sales. The exact financing method for each 
improvement is based on the general policies and jurisdiction and legal requirements. The final 
selection and scheduling of proposed capital improvements is then based on the ability of the City 
to draw upon various funds. The total cost for each project includes construction costs, 
administrative costs and interest. 
 
The City’s current capital improvement plan includes improvements, maintenance and 
construction of new capital assets or infrastructure with an estimated value of greater than $10,000. 
 
In analyzing the financial viability of the capital improvements in the current program, the 
following methods of financing were examined: 
 
INTERNAL METHODS:  
 
Special Assessments – Special assessments are based on the concept that when land is benefited 

from a particular improvement, all or part of the costs of the improvement should be levied 
against those properties to finance such improvements. 

 
 Since it often takes several years for the City to collect special assessments, the City may 

decide to issue bonds for cash flow purposes. For assessments using MN Stat. 429 for 
bonding, at least 20% of the project costs must be assessed. See Public Improvement 
Revolving Bonds for further description of this financing tool. 

 
Enterprise Funds – The City’s enterprise funds include the Water, Sanitary Sewer, Storm Water, 

and Street Light Utility Funds. Capital improvements or equipment purchased in the 
enterprise funds may be financed through enterprise fund revenues derived from user 
charges for the respective services, when available. Enterprise funds are designed for self-
sustaining operations. 

 
When an enterprise fund does not have enough cash to pay for a specific project, the City 
may decide to use money from another City source (usually the Capital Programs Fund) or 
the City may decide to issue Enterprise Revenue Bonds. See below for further description 
of these financing methods. 
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Tax Increment (TIF) Funds – These funds are derived from the TIF Districts in the City of 
South St. Paul. In tax increment districts, property owners pay ad valorem taxes at the full 
rate levied by the units of local government within the taxing jurisdiction. At the time the 
tax increment district is created, property values are “frozen.” The units of local 
government receive taxes based on the increase in property values since the district was 
created which is known as the “increment.” The increment revenue is then used to finance 
physical improvements within the district. The City may decide to issue Tax Increment 
Bonds for cash flow purposes, see below for further description of these bonds. 

Capital Programs Fund – This fund is designed to provide financing for capital purchases and 
improvements. Revenues for this fund may be derived from such sources as Local 
Government Aid (LGA), tax revenue, closed bond fund balances, and transfers from other 
funds. 

Infrastructure Fund – This fund is designed to provide financing for infrastructure 
improvements. Funding for this fund began in 2020 and will continue with an annual 
dedicated ad valorem tax levy. 

Park Dedication Fund – This fund is designed to provide financing for park and recreation type 
infrastructure. Revenues for this fund are derived from Park Dedication fees pursuant to 
City ordinance. 

Internal Debt – General Programs Fund – The City maintains a cash flow fund for many 
purposes.  One purpose of this fund is to finance capital improvements. 

EXTERNAL METHODS: 

Municipal State Aid (MSA) – The Minnesota Department of Transportation (MnDOT) provides 
funding assistance for improvements to those municipal streets which are designated as 
part of its MSA system (20% of the City’s total street system can be designated). Money 
for this fund is supplied with a dedicated portion of revenues collected from road use and 
gasoline taxes and allocated to the City on an annual basis. Funds are released for 
improvements on those streets on the system whose design and construction meet MSA 
standards. Funds may be expended for an approved project on any street on the City’s MSA 
system. MSA funds may be accumulated over several years, but a maximum of 3 times the 
annual allotment is recommended by MnDOT to avoid penalties. MSA also gives the City 
the ability to bond for certain MSA projects, using future MSA allotments to pay off bonds. 
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Minnesota Department of Transportation – MnDOT provides financing assistance for 

maintenance and improvements on those highways included in the MnDOT trunk highway 
system and federal interstate system. These improvements could include intersecting local 
or county streets. In the City of South St. Paul, these highways are TH 52 (Lafayette 
Freeway), TH156 Concord St (north of I-494) and I-494.   

 
Other – Other external sources of financing include grants, donations, and other local 

governments. 
 
TYPES OF DEBT: 
 
Public Improvement Revolving (PIR) Bonds – PIR bonds are issued to provide immediate 

liquidity to complete public improvement projects and are repaid with special assessment 
receipts over a specified time period. These bonds are supported through special 
assessments; therefore, no levy is required. 

 
Revenue Bonds – Most of the Revenue Bonds that the City issues are typically for Utility Fund 

projects costs, but the City may issue Revenue Bonds for other enterprise-type operations 
(Doug Woog Arena and Airport) and for anticipated revenue streams such as MSA. These 
bonds are repaid with revenue from the enterprise-type facilities or from future revenue. 
Revenue bonds typically carry higher interest rates than general obligation debt due to a 
slightly higher risk of nonpayment. 

 
Tax Increment Bonds – The City’s Economic Development Authority (EDA) may issue Tax 

Increment Bonds to pay projects costs when the district does not have sufficient cash. These 
bonds are repaid with the tax increment revenue that is generated by the district; therefore, 
no additional levy is required. 

 
Lease Revenue Bonds – This debt is issued through the Economic Development Authority to 

procure capital equipment or facilities supported with a lease purchase relationship 
agreement with the City.  These bonds are backed by the full faith and credit of the City.  

 
Capital Improvement Bonds – Capital Improvement bonds may be issued only for certain 

projects, including city halls, public safety buildings, public works facilities and libraries.  
These bonds are backed by the full faith and credit of the City and supported through the 
property tax levy. 

 
Other General Obligation (GO) – There are several other types of GO debt available for the City 

to use.  These types of GO debt typically require an ad valorem tax levy. 
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2026 thru 2030 

CAPITAL IMPROVEMENT PLAN 

South St. Paul, MN 

Project# 

Project Name 

BLD - 22-2 

New Public Works Building 

Total Project Cost $26,900,000 

Department Buildings 

Category Construction/Buildings 

Status Active 

Description 

Contact 

Type 

Priority 

Useful Life 

Ryan Garcia 

Improvement 

2 Very Important 

50 years 

Provide for the construction of a new 77,000 square foot Public Works Central Maintenance, Shop, Garage, and Administration facility. The Facility would replace 

the 33,000 square foot building that was found through the City's 2024 Facilities Study to be structurally and practically obsolete for continued use, investment, or 
expansion as a Public Works facility. The estimate includes site cost. 

Justification 

The current facility is over 55 years old and undersized by at least 100% to effectively and efficiently function to its intended purpose. A 2024 City Facilities Master 
Plan indentified the facility as "Critical" for replacement, and a 2025 Pre-Design study has been completed to establish a "Better-Best" program target to meet 

current and projected operational needs. 

Expenditures 2026 2027 2028 2029 

Construction/Maintenance 6,262,500 18,787,500 0 0 

Planning/Design 1,450,000 0 0 0 

EquipNehicles/Furnishings 0 400,000 0 0 

Total 7,712,500 19,187,500 0 0 

Funding Sources 2026 2027 2028 2029 

Other Funding Sources 7,712,500 19,187,500 0 0 

Total 7,712,500 19,187,500 0 0 

Budget Impact 

Expected sources include sales proceeds upon sale of 316 Malden St and 400 Richmond St E and issuance of GO debt. 

Planning and Design will be funded through an internal loan until the issuance of GO debt. 

Produced Using Plan-It CIP Software 

2030 Total 

0 25,050,000 

0 1,450,000 

0 400,000 

0 26,900,000 

2030 Total 

0 26,900,000 

0 26,900,000 
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