Model Capital Improvement Plan and Budget Policy
[Municipality Name]

PURPOSE. The purpose of this Capital Improvement Plan and Capital Budget Policy (“Policy”) is to establish a process for capital improvement planning and budgeting for the [municipality name] in accordance with 24 V.S.A. § 4430, and adopted pursuant to 24 V.S.A. § 4443. The capital assets of the Town and their condition are critical to the quality of services the Town provides. A Capital Improvement Plan (CIP), or “program,” is a multi-year financial plan, at minimum covering five years, for the construction, acquisition and major repair or renewal of capital assets. It provides for the planning of future financial resources and financing of projects, and it identifies the resources needed to operate and maintain capital assets once acquired, so the Town can better manage its long-term financial position.  This Policy governs that process; it does not itself constitute the CIP. The CIP and capital budget are separate documents that the selectboard develops and updates each year. 

DEFINITIONS. For purposes of this Policy:
Capital Asset
Tangible or intangible property used in Town operations with a useful life of more than two years, and that meets or exceeds the Town’s capitalization threshold (see Capitalization Threshold, below).
Capital Improvement Program/Plan (CIP)
The multi-year (no less than five) plan of capital projects, costs, and financing described in 24 V.S.A. § 4430.
Capital Budget
The one-year listing of capital projects to be undertaken in the coming fiscal year.
Capitalization Threshold
The dollar amount and minimum useful life that an expenditure must meet or exceed to be tracked as a capital asset rather than an operating expense. The Town will generally set a minimum useful life of at least two years for capital assets. 
Funding
Money that does not need to be repaid: revenue raised or received to pay for a capital project, such as a grant, a budget appropriation, an impact fee, a reserve fund, or unassigned fund balance.
Financing
Money that is borrowed and must be repaid over time, such as a general obligation bond, a state revolving fund loan, or another form of debt.
Reserve Fund
A fund established under 24 V.S.A. § 2804, dedicated to a specific purpose approved by the voters.
Unassigned Fund Balance
Unrestricted general fund monies carried forward under selectboard control, as authorized by 24 V.S.A. § 1585.	

	CAPITAL IMPROVEMENT PLAN AND CAPITAL BUDGET The selectboard will adopt and annually update a multi-year CIP, covering at least five years, for the [municipality name], assessing the Town’s fiscal capacity so the CIP reflects what can realistically be funded. The CIP will indicate the order of priority of each project and, for each, will state: (1) a description and estimated total cost; (2) the proposed funding sources, such as a grant, a budget appropriation, an impact fee, a reserve fund, or unassigned fund balance, and, if the project will be financed with debt, the proposed financing method, such as a general obligation bond or other debt obligation, showing the type of obligation and period of probable usefulness; and (3) an estimate of the project’s effect, on the Town’s operating budget.

Each year, the selectboard will develop a capital budget listing the capital expenditures for the coming fiscal year, to be incorporated into the operating budget as resources allow. 

PROJECT PRIORITIZATION. Capital projects and capital assets will receive higher priority if they meet some or most of the following criteria:
1. Health and safety: mitigates a known safety hazard.
2. Legal compliance: required under a state or federal mandate, law, or regulation.
3. Asset preservation: maintains, repairs, or replaces an existing asset nearing or past its useful life, or otherwise improves the quality of existing infrastructure.
4. Service delivery and expansion: maintains or improves public services or meets a selectboard policy goal.
5. Funding availability: outside funding, such as a grant, is available to help pay for the project.
6. Hazard resilience: reduces the Town's vulnerability to flooding or other natural hazards, or is consistent with an adopted hazard mitigation plan.

CAPITAL ASSETS AND CAPITALIZATION THRESHOLDS. For purposes of the CIP, the Town sets two capitalization thresholds: a general threshold of [insert amount, suggested minimum $5,000 per GFOA guidance] for equipment and other capital assets, and a threshold of [insert amount, often set higher, since infrastructure projects typically cost more] for infrastructure (e.g., roads, bridges, culverts, and water and wastewater distribution and collection systems). Expenditures below these amounts are budgeted as ordinary operating or maintenance costs, not tracked as capital assets. The selectboard will review these thresholds at least every five years, consistent with GFOA guidance, and adjust as needed.
ASSET MANAGEMENT. To strengthen capital planning, the Town will incorporate the following basic asset management practices into its CIP:
1. Inventory and Lifecycle Costs: the Town will maintain an inventory of capital assets, including purchase date, cost, location, condition, and useful life, and will consider each asset’s full lifecycle cost, not just its purchase price.
1. Condition Assessments: departments will periodically assess the condition of capital assets, including vehicles, buildings, and infrastructure such as roads, bridges, culverts, and water and wastewater distribution and collection systems, to identify repair, replacement, or maintenance needs.
1. Maintenance and Replacement Funding: the CIP will include funding strategies for maintaining and renewing existing assets, including culverts and other infrastructure that is easy to overlook until it fails, not just new projects.
1. Periodic Reporting: the selectboard will periodically review the condition of the Town’s major capital assets and funding needs, for example through a brief plain-language update every few years, to keep the CIP grounded in current conditions.

	RESERVE FUNDS AND FUND BALANCE. In conjunction with the Town’s debt management policy, if any, the selectboard shall annually propose funding of reserve funds created in accordance with 24 V.S.A. § 2804 to pay for capital expenditures included in the CIP. The Town may also maintain an unassigned fund balance under 24 V.S.A. § 1585 as a more flexible, complementary resource for capital and other needs. See the Town’s Fund Balance Policy, if any, for how the Town sets targets for, and manages the use of, its unassigned fund balance. 

MONITORING AND AMENDMENT. The selectboard will review the CIP and capital budget at least annually as part of the budget process and may amend the CIP at any time to reflect changed circumstances.

EFFECTIVE DATE
This policy will become effective immediately upon its adoption by the [name of municipal legislative body].
Adopted (Date): 	
Signatures:
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