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Capital Project Definition

Strategic planning and financial planning are interrelated when formulating a capital improvement
plan. The Capital Improvement Program (CIP) is a multi-year plan for major capital expenditures
related to the operations for the Town of Pittsboro. The CIP allows for the orderly replacement and
rehabilitation of existing capital assets, in addition to the acquisition of new capital assets. The CIP
also identifies proposed funding sources for each project. Items that may be included within the CIP
are typically related to, but not limited to infrastructure, land purchases, construction of facilities, or
other major improvements to the Town’s assets. By providing a planned and prioritized schedule of
public enhancements, the program outlines the present and future needs of Pittsboro as identified by
the Town staff and approved by the Board of Commissioners. To qualify as a capital improvement,
the project should typically have a cost greater than $50,000 and a useful life of at least 10 years.

The CIP is a fluid document by nature, and as such should serve only as a reference document
throughout the fiscal year. Funding plans for projects may change, as may the priorities of the
Board of Commissioners.

Capital Improvement Funding

Funding for the CIP varies from one project to the next. Historically, the Town has relied heavily
on the use of grant funds for capital expenditures. Additional options available to the Board of
Commissioners include cash spending from budget or fund balance appropriations, installment
financing, and bonding. In the case of the latter two, approval from the Local Government
Commission (LGC) would be required. In the use of financing through either bonding or loans,
future revenues would be examined in order to ensure the repayment.

CIP Contents

The CIP includes three schedules. The “5-Year Capital Improvements Summary” displays the
projects by fund and total project cost by fiscal year. The “Existing Debt Schedule” displays the
debt repayment schedule of the current debt. Finally, the “Financial Summary” is a summarized
cash-flow analysis, displaying the five year estimates for all CIP projects and their source of
funding. For projects that are financed, the summary displays the projected repayment schedule for
anticipated projects or the actual repayment schedule for prior year projects.

Relationship to the Operating Budget

Items that appear within the CIP will have a corresponding fund within the Town of Pittsboro’s
chart of accounts after a project ordinance is passed by the Board of Commissioners. All
corresponding grant activity and payments are accounted for within the project fund. Within
schedule 3, transfers from the General Fund and Water & Sewer Fund appear. Current debt exists
only within the Water & Sewer fund. As a result, the debt payments are accounted for within that

fund’s operating budget.
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