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June 19, 1989

Honorable Mayor and City Council
City of Scottsdale
Scottsdale, Arizona

Dear Mayor and Members of the City Council

I am pleased to transmit the Capital Improvements Plan for 1989-1994, an
investment in  Scottsdale’s  future. The program recognizes our
responsibilities to already developed areas of our community, while
realizing the opportunity to lay the framework for our community’s future
growth and development.

This program emphasizes three vital community themes:

0 transportation,
o water, and
o quality of life.

All three areas represent priorities enunciated at public hearings, by
citizen surveys, by citizen committees, boards and commissions, and by
representatives of Scottsdale’s major employers. Ag such, the program is
driven by our community'’s statement of needs.

The capital improvements program totals $415 million. The principal
elements of the program include:

Preliminary Adopted
CIP cIp Percent of Total

(In Millions) {(In Millions) Adopted
Transportation $ 209 $ 138 33
Drainage [Flood Control 71 47 11
Water /[Wastewater 146 150 36
Community Facilities 52 54 13
Service Facilities 18 16 &
Public Safety 11 7 2
Airport 4 3 1

TOTAL $ 511 $ 415 1¢0
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The sources of funding for the program are:

Adopted
CIP Percent of Total
{(In Millions) Fund Sources

General Obligation Bonds $ 202 49
Revenue Bonds 95 23
MPC Bond 6 1
Pay-As-You-Go 27

Grants 2

Trusts 18

Contributions 2

Current Revenue 55

Proposed .2I Privilege Tax 34 -
TOTAL $ 415 100

HIGHLIGHTS OF PROGRAM
TRANSPORTATION

Transportation is Scottsdale’s most significant infrastructure deficiency.
Recent growth has outstripped the City's ability to expand its street
network. As a result, the City’s lane miles of non-residential streets
total 280, compared to the 400 non-residential lane miles a city of our
population size should provide.

Based on a recent independent traffic analysis done in conjunction with the
development of this program, we currently have 38 congested intersections.
This number of congested intersections will grow to 66 in 1994 if no street
improvements are made. In fact, even with the programmed improvements over
5 years, the number of congested intersections will increase to 53, with all
congested intersections occurring south of Cactus Road. The only area where
the programmed improvements eliminate congested intersections (at projected
1994 traffic conditions) is in the downtown area where Indian School Road
(between the couplet and Hayden Road) and Camelback Road are widened and the
couplet system is constructed.

The program over five years will help decrease system deterioration and new

construction will relieve congestion. The Outer Loop and East Papago
freeways will ease traffic congestion on streets in the southern portion of
Scottsdale. For this reason, it is important that the City continue to

support ADOT efforts to construct these facilities. It is equally important
to ensure that streets which provide access to the freeways are up to
standard.



The outside traffic analysis also concluded that congestion is "minimal in
the northern part of Scottsdale,” and that concentrating funds in the
congested southern area is justified. However, available discretionary
funding should be targeted in the northern area to stay ahead of growth and
to insure that the "catch-up" conditions of the south are not repeated.

Based on this independent assessment of our transportation system, a five
year catch-up strategy, as well as a ten year plan to stay ahead of growth,
have been developed. Both options balance significant transportation needs
against limited financial resources.

In addition, the capital plan addresses long-standing issues surrounding
Pima Road south of Via de Ventura, as well as the emerging issue of Pima
Road nmorth of Shea and the related uncertainties of when this section of the

Quter Loop may he completed.

Despite the fact that the Outer Loop alignment has not been finalized, the
plan presumes this issue will be resolved and the Outer Loop will be built.
In the interim and subsequent to the completion of the Outer Loop from
McDowell to Via Linda, traffic congestion along Pima south of Via Linda will
continue, It has been exacerbated by the Pavilions project and will
continue to inconvenience the adjoining neighborhoods and the traveling
public. ‘

To address this long-standing concern, the transportation program includes
funding for a City initiative that builds on ADOT's commitment to widen Pima
Road south of Via de Ventura to a 40-foot wide, three lane roadway to serve
as an Outer Loop frontage road concurrent with Outer Loop construction in
this section. These Pima Rcad improvements will be completed prior to
completion of the Quter Loop. The City will widen Pima Road between Via de
Ventura and McDowell Road to three lanes by constructing an additiomal
southbound lane. Because right-of-way is not yet available on the east side
of Pima Road, construction of the additional lane will be along the western
side of the existing Pima Road within right-of-way owned by the City.

The State has agreed to reimburse the City for the paving of the third lane
by issuing a letter of intent indicating that reimbursement will occur when
the State begins construction of the Outer Loop. The City and the 5tate
will need to enter into an Intergovernmental Agreement covering the
improvements to be constructed by the City and the conditions of
reimbursement by the State.

This portion of the ©Pima Road improvements will not change the
responsibility of the Pavilions project and the Pima 1Inn to participate
financially in their respective areas of Pima Road.

To mitigate the impact on adjoining neighborhoods, the possibility of
installing a sound wall has been investigated and funds to construct the
wall are included in the cost estimates. Final design and details of this
proposal need to be approved by Council.
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The estimated cost to complete these improvements is $5.7 million and is
included in the 1989-90 street program. o

While these two projects are included in the adopted capital plan, the City
will continue to meet with representatives from ADOT and the Salt River-
Pima-Maricopa Indian community during the next several months to explore
other remedies to traffic congestion on Pima Road which will not require
construction on the western side of the road within City-owned right-of-way.

Pima Road between Frank Lloyd Wright Boulevard and Shea Boulevard presents
traffic capacity problems during special events at the TPC and Horseworld,
and emerging traffic issues as this area develops. Fqually significant,
this area, &as well as the designated alignment of the Outer Loop to
Scottsdale Road, repreesents a major economic corridor and a critical element
in the City’s future development.

The City has an opportunity to contrel its economic destiny and to

proactively plan 1its future. It can do this by building an interim,
temporary Outer Loop, an idea that has been discussed during community
meetings on the capital plan. The Outer Loop between Via Linda and
Scottsdale Road has not been scheduled. 1t may be as long as ten years or

more before a permanent facility is built by the State. By working together
with the State and the private sector, the City can bulld an interim Outer
Loop now.

Tﬁis "capital plan calls for the City to widen existing Pima Road within the
Quter Loop corridor between Frank Lloyd Wright Boulevard and Shea

Boulevard. = The roadway will be five lanes, with a turning lane. The
facility will be built to interim standards at an estimated cost of §2.2
million. Funding has been programmed in the first year of the capital

plan.  The State will reimburse the City for the cost of right-of-way
acquired by the City but will not participate in the cost to design or
construct the widened roadway. The City would be responsible for
maintenance.

With respect to the Outer Loop corridor between Frank Lloyd Wright Boulevard
and Scottsdale Road, a three-party venture involving the State, the private
sector, and the City is planned. This plan recognizes that no roadway
exists in this area. The impetus for roadway improvements is not existing
traffic but rather the opportunity to open up an area for economic
development and to advance the construction of an interim Outer Loop.

Under this plan, the City would advance $2.0 million. The private sector
would be asked to advance an equal amount and to dedicate the necessary
right-of-way. The State agrees to design and construct a four-lane, interim
roadway and associated drainage improvements, within State right-of-way,
using one-half of the ultimate Outer Loop roadway cross section. Upon
completion of the interim roadway, the State would be responsible for
maintenance of the interim roadway in its entirety. The State will begin
construction of the interim roadway within 24 months of signing an inter-
governmental agreement,
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Also included in the streets program is $1.3 million in City participation
to widen Pima Road to four lanes between Frank Lloyd Wright Boulevard and
Dynamite Road. Bike lanes on both sides of Pima Road will also be built. A
private developer has offered to pay for the remaining widening costs. This
project will not be constructed until arrangements with the private

developer are finalized.

Decreasing system deterioration and congestion and addressing the Pima Road
issue are two important priorities of the capital plan. In addition, this
transportation program highlights:

o spot streetftraffic bottlenecks,

o traffic signal intertie and expansion, and

0 feasibility analyses of connecting Indian Bend to Lincoln Drive
and connecting Chaparral Road to Camelback Road.

Bottleneck and spot projects are a high priority because they provide
significant localized improvements for minimal dollars.

The plan also adds thirty traffic signals over five years and the expansion
of the computerized signal system north of Shea Boulevard to include all

City signals,

Corridor feasibility studies evaluating connecting Indian Bend to Lincoln
Drive, Chaparral Road to Camelback Road, and an East/West corridor study in
the vicinity of the airport are included. These studies were recommended by
the Citizens for Better Transportation Committee and are  strongly
supported. A North/South corridor feasibility study for streets, within the
southern portion of the City, has also been included in the first year.

There has been much community discussion about street standards. Some favor
relaxing street standards from what was proposed in the preliminary capital
plan. Others favor upgrading standards to the level recommended by the
Citizens for Better Transportation Committee. Relaxing standards for
sidewalks, curb/gutter, and landscaping for major and spot streets on the
program would save $12.0 million. This is not recommended. Improving
standards to those recommended by the Citizens for Better Transportation
Committee would add $40 million, $32 million in additional right-of-way.

The plan largely maintains the standards recommended in the preliminary
capital plan. It does, however, include some interim roadways below current
standards. Further, opportunities to reduce right-of-way costs, such as the
enforcement of the scalloped streets ordinance, will be pursued.
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Subject to future Council decisions on the Improvement District Policy on
incidentals, the program includes $500,000 in the transportation program,
$170,000 in the water and wastewater program, and $550,000 in the Fifth
Avenue and 0ld Town Improvement Districts. This will provide seed money for
any incidentals the City may consider funding. Reimbursements for these
funds from future improvement districts, however, will no longer be budgeted
in the General Fund. This source of revenue should be reinvested in the
capital program and not budgeted in the General Fund. As a one-time
unpredictable and capital-related revenue, the funds should accrue to the
benefit of the City’s capital improvement plan.

In addition to the projects in this plan, implementation of three key
pelicies and programs is recommended:

o integrate land use and transportation planning,

o annually review the circulation element of the general plan,
and

o develop a geographic-based information system.

Unless we improve our capacity to manage future growth, we will repeat past
experience. The five year capital plan plays catch-up. Unless we make
fundamental changes to how we plan and accommodate growth, we will continue
to play catch-up.

Accordingly, it 1is recommended that we recognize the close relationship
between land use and all related public services -- i.e., transportation,
water, wastewater, public safety, community facilities, etc. The General
Plan and the associated land use decisions establish the predicate for
future public facilities. Unless we recognize this close interrelationship
and respond to it, we will continue to experience growth pains and a
lessened quality of life.

To plan and to prepare for our growth more effectively, an annual review of
the circulation element of the General Plan is also recommended, This will
insure that our transportation plans and facilities are responding to
changes in land use.

Because public facilities are a function of 1land use, the immediate
development of a geographic-based information system is included in this
plan. The system will enable the City.- to inventory all public service
facilities in our land area, to track all development and land uses, and to
simulate alternative development scenarios and their impact on
infrastructure. This capability will enhance the City’s ability to
integrate land use and capital planning.

-6 -



The system will also permit the City to integrate the information needs of
all departments and to improve our management of this information,. The
result will be more accurate and better information on which to base policy
and management decisions. The system will also save money by eliminating
manual drafting and maintenance of maps and by better utilizing our
professional and management resources. The system will cost approximately
$1,921,000 plus $85,000 for the first year operation and maintenance.

The transportation capital program totals $138 million. To finance the
program, $103.6 million will be funded by general obligation bonds and $33.8
million will be funded by asking the electorate to authorize a continuing
.27 increase in the privilege tax dedicated to transportation improvements.

DRAINAGE/FLOOD CONTROL

Drainage and flood control projects total $46.6 million or 112 of total
capital requirements. General obligation bonds will be used to fund these

projects.

The projects include detention basins, culvert and channel projects, and
other storm drainage projects. The program is interrelated with
transportation improvements. Changes in one area will affect the other

area.
WATER AND WASTEWATER

The water and wastewater program totals $150.6 million and represents 36 of
the total capital requirements. Consistent with Council policy, the program

over five years is approximately 402 funded from current revenue. This,
however, presumes that Water Resource Development Fee revenue is not used as
a funding source. If the Water Resource Development Fee is included, the

current revenue funded portion of the program would exceed 47X. A total of
$95.9 million will be funded by revenue bonds. The rate impacts associated
with the program are discussed later in this transmittal.

The program reflects the City’s commitment to its Water Resources Plan and
to compliance with the 1980 Groundwater Code. Accordingly, the emphasis is
on reclaiming and storing water and treated wastewater for underground
recharge and on decreasing consumption of groundwater.

In addition to the Groundwater Management Plan, the program .addresses the
following objectives:

o compliance with new EPA requirements regarding lead in drinking
water,

o adequate water service and fire flow capabilities to existing
and new service areas,
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o acquiring private water companies in Scottsdale and making
necessary modifications, and

-0 relief to facilities at or near capacity.

COMMUNITY FACILITIES

The community facilities capital program includes quality of life projects.
It totals §54.4 million or 13% of the entire program.

The major elements in this program include:

parks,

library,

downtown beautification,
Canal Bank, and

bicycle paths.

0000

Parks
The parks capital plan reflects three objectives:
o maintain the integrity of the existing park system,

o balance the need for parks facilities with our ability to
operate and maintain them, and

.0 allow for the development of new parks to occur with new growth
and development.

The parks program is substantially less than proposed in the preliminary
capital plan. $15.5 million was reduced from the preliminary plan.

The emphasis 1s on upgrading of existing facilities. Five new parks are
proposed. All five of the new parks are in Planning Area 4 (East Shea)
where our heaviest growth and densities are occurring. Area developers
donated the park sites and provided for a portion of the cost to improve
each site.

No new impact fees for parks improvements are included in this capital
plan. This is for two reasons. First, the City should develop a growth
management program that defines how future public facilities will be funded
and what role community facilities districts, improvement districts, and
impact fees will play. Enacting new parks impact fees now would be a
piecemeal approach that may not be in the best long-term interest of the
community. Second, new impact fees may send an unintended, wrong signal at
a time of uncertainty in our area economy. For now, the City should
continue with its current practice of dedication of land and preliminary
park development fees.
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Library

The Library program totals $12.4 million. Of this amount, §10.4 million is
for the Civic Center Library expansion and $1.2 million is for the Palomino
Library, the City’s third library. Improvements to the Library's automated
book cataloging system are also included in this program.

Public Art

Scottsdale’s history demonstrates a consistent commitment to arts and
cultural affairs. This capital plan continues and expands wupon that
commitment, through the specific allocation of capital funds to
environmental and functional art as well as an expanded commitment to the
more traditional Art in Public Places program.

Environmental art is art which creates and sustains an environmentally
appealing community. Capital investments in environmental art included in

this plan are:

o §2.85 million for art and beautification in the Canal Bank
project,

o $880,000 for special lighting in 0ld Town and Fifth Avenue
areas,

o 5295,000 for art and beautification in the Couplet,

o §$118,000 for beautification in the Frank Lloyd Wright Boulevard
project, and

o $45,450 for 35 City gateway markers.

The City will work with the Scottsdale Cultural Council to ensure that this
commitment to environmental and functional art is strategically invested to
enhance our community's aesthetics.

Additionally, this capital plan continues the City’s allocation of 12 of
current revenue funds in capital projects for the Art in Public Places
program ($463,000), and recommends that 1Z of the capital cost of new public
buildings also be allocated to the Art in Public Places program ($214,990).

These commitments combined with the nearly $3.5 million major downtown
developers will be required to contribute to both environmental art and art
in public places, and the §1.686 million provided each year to the Cultural
Council total $16.8 million over the next five years to support and enhance
arts and cultural affairs in Scottsdale.
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Downtown Plan

Adopted in 1984, the Downtown Plan established the need for substantial
capital commitments from the private and public sector to meet the
community’s goals for downtown Scottsdale. This capital plan reflects this
spirit of public/private partnership that will enable our downtown to
continue its role as a model for the Valley.

Area property owners have expressed a strong interest in upgrading their
area’s appearance by investing in streetscape and other public
improvements. An investment of up teo $2.5 millien is anticipated by area
property OwWners.

Streetlights

The City will share in this effort by taking responsibility for streetlights
which will enhance the appearance and safety of these areas at a cost of
$880,000, and by participating with the area property owners in the
streetscape improvements at a cost of $1.6 million, for a total City
investment of $2.5 million.

Parking Lots

To ease the parking burden downtown, construction of two surface parking
lots at a cost of approximately $3.1 million, including property
acquisition, 1s funded. These two new lots would be in addition to the
three existing surface lots and would be the future locations for parking
structures, as identified in the Downtown Parking Study. Combined, these
five lots will accommodate 784 parking spaces and serve all districts in the
specialty retail area from the following locations:

o northeast corner of Third Avenue and Goldwater Boulevard (new
loty,

o northeast corner of Second Street and Brown Avenue (addition to
existing lot),

o First Avenue west of the Clarion Inn (formerly the Doubletree
Inn; existing lot),

o Third Avenue west of Scottsdale Road (existing lot), and

o Marshall Way and First Street (existing lot}.
No bonds will be used to finance these parking lots. Instead, a Downtown
Trust Fund will be created. The Fund will consist of City-owmed property in
the downtown area. These assets will be sold and the proceeds dedicated to

fund the downtown parking improvements. The following City-owned real
assets will be dedicated to this purpose:
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o Loloma School property,

o property in the vicinity of the Galleria,

o property at Fifth Avenue and 70th Street,

o property at Scottsdale Road south of the Arizona Canal, and

o other residual properties from the Couplet right-of-way
acquisition.

Pilot Trolley System .

To improve mobility downtown and to link various downtown areas and public
parking lots, a pilot trolley system for downtown has been added. The
service will be contracted and will provide 20-minute headways in the
downtown area. It will be tried for one year and evaluated at that time.
Funding for the pilot project will come from the Tourist Promotion Trust
Fund. Funds are expected to be available and the proposal meets the purpose
of this Fund. Of course, the proposal should be reviewed by the Trustees
prior to allocating this source of funds.

Canal Bank

The Scottsdale Canal Bank is an important, untapped community asset that can
serve as a unique destination attraction. Its 1long-term development can
have an enormous impact on downtown, as a destination attraction, and as a
unique natural asset on a par with the Indian Bend Wash. As directed by
Council, a plan has been developed that permits the private and public
sector to act as catalysts in the development of a section of the Canal.

Development of the Canal Bank is proposed for the section from 70th Street
to the north edge of the Safari Resort. Based on existing private
development plans, we anticipate approximately $4.9 million in private
improvements to the Canal. For the stretch that is unlikely to be improved
by the private sector, the City will invest $5.7 million to allow
undergrounding of wutilities, landscaping, paving, furniture, and other
design and safety amenities. These joint investments will go a long way
toward creating the synergy needed to begin the long road toward broader
canal beautification.

Funding for canal beautification will come from already approved hotel/motel
tax funds approved for this type of purpose. The Hospitality Commission
will be asked to consider this project as a destination attraction qualified
for funding under the capital projects category. If the Commission and City
Council agree, the City will issue Municipal Property Corporation (MPC)
bonds supported by hotel/motel tax monies pledged to service the debt. MPBC
bonds, although not requiring a vote, appear to be appropriate in this case
because the electorate has already approved the levy of the 1 hotel/motel
tax.
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If one considers all improvements proposed for downtown in this five year
plan, the total City investment is $39.5 million, while private investment
is estimated at $33.2 million.

City Private Total
Investment Investment Investment
{In Millions) (In Milliong) (In Millions)

Couplet $28.2 $25.8 §54.0
Canal Beautification 5.7 4.9 10.6
Streetscape 2.5 2.5 5.0
Parking Lots 3.1 = ‘ 3.1

§39.5 $33.1 §72.7

This represents a true public/private partnership which enhances the entire
community's economic and cultural well-being.

Bicycle Paths

The Bicycle Task Force recommended an extensive bicycle system plan that
included bike lanes, bike routes and bike paths. The total cost of the
proposed gystem in 1987 was estimated at $25 million, with the City's share
estimated at $10 million.

A measured, long-term program has been developed. The focus is on bicycle
path improvements which affect the largest bicycle wuser population.
Accordingly, the following projects are included in the plan:

In Millions

Completion of 1Indian  Bend
Wash Bicycle Path (3 miles) §2.10

Pima Road Bicycle Path - Frank
Lloyd Wright Boulevard to

Dynamite Road 0.31
Bike Path connecting Indian

Bend Wash to Civic Center 0.07
Bike Path Reconstruction 0.20

Feasibility study to retrofit
existing streets with bike
lanes 0.03

$2.71
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Completion of the Indian Bend Wash bicycle path will connect two existing
paths, thereby providing eleven miles of continuous bike path in an area of
high recreational use.
Additional bicycle lanes on Pima Road from Frank Lloyd Wright Boulevard to
Dynamite Road costing $312,000 have been included in this program.
SERVICE FACILITIES

Municipal Office Space
Additional office space will be required to meet the City's long term office
space needs and to serve the public appropriately. Bonds will not be wused
to finance additional municipal office space needs. Instead, a Public
Buildings Trust Fund will be created from the sale andfor lease of City-
owvned real property assets to fund future office space needs.
Five City-owned land parcels will form part of the Trust. They include:

o old Corporation Yard,

o Curry Road property (12.9 acres east of Miller Road, south of
Curry Read),

o northwest of the Scottsdale Airport runway (7.2 acres east of
Hayden Road, south of Frank Lloyd Wright Boulevard)

o southeast corner of Scottsdale Road and Thunderbird Road (13
acres), and

¢ Pepperwood Building (Civic Center Mall).
We estimate sales of these assets, timed appropriately, would be sufficient
to fund our municipal office needs within an acceptable timetable.
Proceeds from all other real assets sold will be dedicated for capital
purposes, These proceeds are one-time revenue and will be earmarked for
capital, not operating purposes.

Management Systems

Until a comprehensive, long term communications and information system plan
can be developed, no additional mainframe expansion is funded.
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PUBLIC SAFETY

Public Safety requirements total $6.9 million or 1.67 of the entire
program. The central purpose is to upgrade or add public safety facilities
that are needed to serve a growing population and to provide the technology
needed to support our law enforcement and fire safety efforts.

The principal facilities which will be upgraded include:
¢ remodeling of the City Court/Police Building,
0 congtruction of a joint police/fire training facility,

o construction of one permanent fire station, four temporary fire
stations, (which will require =zoning wvariances), and the
relocation of an existing station, and

o development of an automated fingerprint identification system
and a new police trunked voice radio communications system.

The joint police/fire training facility will be built and managed by the
City and leased to Rural Metro and any other Valley fire or .police
department. The lease revenue will be used to pay for a portion of debt
service. The fire stations will be temporary facilities where appropriate
and the permanent structure will use existing designs where economies can be
realized. '

AIRPORT

Airport improvements total $2.5 million, Projects include apron
preservation projects, completion of a taxiway, and construction of T-
shades.

STREETLIGHTS

The purchase of the City's streetlight system from Arizona Public Service
and the 8Sale River Project is included in this capital plan at a cost of
$1.1 million. General Obligation bonds will be used to finance the
purchase. It is estimated that a yearly savings of $155,000 will be
realized in the City’s operation and maintenance costs for the system.

BASEBALL STADIUM
A 7,000 seat multi-use baseball stadium is included in this capital plan.

This new facility will include grandstands, lights, locker/shower rooms,
offices, training rooms, a press room, restrooms, and concession areas.
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The stadium project will also require the demolition of the existing stadium
facility located at Civic Center Boulevard and Osborn Road and the addition
of training areas, coaches’ offices, and observation areas at Indian School
Park.

General Obligation bonds will be used to fund this $7.7 million project.

FINANCING PLAN

The adopted capital program totals §415 million. The water/wastewater
utility, transportation, and drainage/flood control ' components of the
program represent 807 of the total. - Quality of life elements (defined as
parks, libraries, Canal Bank, etc.) represent 137 of the program.

The program is $96 million less that the preliminary capital improvements
program reviewed by the Council when both programs are adjusted for
inflation. :

The financing program recommended for Council’s consideration proposes that
732 or $304 million be bonded and 271 be pay-as-you-go. Pay-as-you-go is
defined as all non-bonded sources of funds. These include current revenue,
trusts, grants, .27 proposed privilege tax, and reimbursements.

In the case of water and wastewater, approximately 40% of their total
requirements are funded by current revenue, consistent with the Council’s
policy directive. :

Because MPC bonds will be used for the Canal Bank improvements, the total
bond amount which will be presented to the electorate is $298 million.. In
addition, the electorate will be asked to approve a .2% increase in the
privilege tax rate which will be dedicated to transportation improvements.

PROPERTY TAX IMPACTS

To fund the general obligation bonds, property taxes would increase by the
following levels:

Average Monthly Average Monthly
Increase Increase
Tax Rates ($100,000 Home)* (51 Million Business)*

FY 1988-89 $ .7587
FY 1989-90 .7086 $ .15 (Decrease) $ 3.75 (Decrease)
FY 1990-91 .8875 1.95 48.75
FY 1991-92 1.0296 1.82 45.50
FY 1992-93 1.1164 1.48 37.00
FY 1993-94 1.0967 .53 13.25

* Tax roll of 1988
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The tax rate beyond FY 1992-93 declines as debt service payments flatten out
and the assessed value of our tax base increases. The projected tax rates
assume a 7.5% average Iinterest rate and a 20 year debt retirement schedule.

The City is assuming a 12.72 average growth in assessed value. Should this
growth be less than projected it may be necessary to reduce the issuance of
the 62 general obligation bonds.

UTILITY TMPACTS

To fund the water and wastewater program, rates for water and wastewater are

projected to increase in accordance with the following schedule:

Average Monthly

Percent Increase Impact
Water Wastewater Water VWastewater
FY 1989-90 4.0 0.0 $ .88 $ .00
FY 1990-91 5.5 5.5 1.25 .29
FY 1991-92 5.3 5.5 1.33 .31
FY 1992-93 5.5 5.5 1.40 .32
FY 1993-94 5.5 5.5 1.48 .34

These rate impacts do not include use of Water Resource Development Fee
revenue to fund the program. If this revenue becomes available, Council can
then choose to either reduce the rate increase or fund the capital
improvement program.

This capital improvement program will have the following impact on the
City’s operating budget during the next five years:

General Fund Water/Sewer Fund
(In Thousands) {(In Thousands)
FY 1989-90 5 90.1 . ] 0.0
FY 1990-91 322.3 477.3
FY 1991-92 1,539.2 1,286.5
FY 1992-93 2,777.0 1,374.3
FY 1993-94 3,768.8 1,463.6
$8,497.4 $ 4,611.7
TOTAL OPERATING IMPACT $13,109.1
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This $13.1 million operating budget impact reflects the operation and
maintenance costs associated with the opening of new City park, fire,
library, and municipal office facilities; the expansion and improvement of
existing facilities; and the acquisition of new equipment.

These costs will be partially offset by $436,900 in anticipated revenue
which will be generated from these new and improved facilities.

AFFORDABILITY

The City’s outside financial advisor has reviewed our capital program and
assessed our ability to service this debt and the potential impact on our

bond rating. Their findings include:

o the City's capital plan is the result of an extensive planning
and review process. The existence, and demonstrated use, of a
well-defined capital planning process is considered favorably
by bond rating agencies in determining the credit worthiness of
the City,

o the City's finencing spproach for the projects is financially
sound. The approach calls for the issuance of approximately
$304 million of debt (principal) over the five-year period 1989-
90 through 1993-94, Of this amount, $202 million is
anticipated to be financed through the 1issuance of general
obligation bonds, $6 million through the issuance of MPC bonds,
and $96 million is anticipated to be funded by water and sewer
bonds.

This financing approach is considered financially sound by the
financial advisor for the following reasons:

- general obligation bonds come with their own revenue
source and do not require general operating revenue to be
used for debt service requirements.

- the issuance of general obligation bonds will spread the
City's debt service requirements over a broader tax
base. Currently, very little of the City’s outstanding
debt is paid from property taxes, particularly when
considered in relation to the City'’s large assessed
valuation.

Scottsdale’'s underutilization of its property tax base is

evidenced by its low tax rate compared to other major
Arizona cities which have a property tax.
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It is estimated that the highest property tax rate that
will result from the issuance of these bonds will be
$1.11 in 1992-93. This rate compares favorably with the
other cities'’ current property tax rates.

- in addition, the use of pgeneral obligation bonds to
finance the City's capital projects should provide the
lowest cost financing approach because general obligation
bonds are "full faith and credit™ obligations of the
City, secured by a property tax pledge. As such, these
bonds carry the highest rating of any debt issued by the
City, which translates into the lowest interest cost
being paid, and

o the capital plan and financing program should not adversely
impact the City's current excellent debt ratings,

Rating agencies which have reviewed the capital plan and
financing program are not overly concerned with the absolute
level of proposed debt. Their initial impression of the
plan is favorable because the projects included in the plan
will be positive factors in the continued financial growth
‘and stability of the City and its economy.

Scottsdale’s strong growth in assessed value, the growth and
diversity of the City’s sales tax base, the City’'s continued
ability to attract tourism dollars, and the City’s relative
economic strength when compared to other Valley cities are
all important considerations that have contributed to
Scottsdale’s current ratings. The capital plan and
financing program will help to strengthen many of these bond
rating factors.

CONCLUSION

This capital plan addresses the community’s most significant needs. Like
other growing American c¢ities, we are behind in meeting some basic
infrastructure needs, especially transportation. Unlike other communities,
however, Scottsdale has the opportunity to "correct course" and plan its
future today intelligently and responsibly.

The size of the program may be unprecedented for Scottsdale. However, the
overwhelming majority of the projects represent basic infrastructure needs.
Further, the financing plan is sound and clearly within the levels of
affordability for our growing community.
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I would like to thank the staff, all the General Managers, the Budget Task
Force, our Skunkworks Team, and especially Jim Jenkins, Larry Aungst, and
the dedicated Financial Services group. Their dedication and hard work made
this plan possible.

I would also like to thank the City Council for the interest and commitment
they demonstrated during the development, review, and adoption of this
capital plan. I look forward to working with the Council in implementing
this program.

Respectfully submitted,

KMCW
Jorge Carrasco
City Manager
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