City oF CAMBRIDGE o EXECUTIVE DEPARTMENT

Robert W. Healy, City Manager Richard C. Rossi, Deputy City Manager

SUBMITTED BUDGET MESSAGE

April 25,2011

To the Honorable, the City Council
and the residents and taxpayers of Cambridge:

I herewith submit for your consideration the proposed FY 12 Operating and Capital Budgets for the City of Cambridge as well as the proposed
FY13 - 16 Capital Plan.

The proposed Operating Budget of $472,196,095 represents an increase of $8,102,965, or 1.75%, over the FY11 adjusted budget. The budget
increase is largely attributable to an 11.8% increase in employee health insurance and a 5.5% increase in employee pension costs, plus a one-
time $2.0 million allocation based on the latest pension actuarial study. Also included is $0.9 million to cover the cost of a 53™ pay period in
FY12 for employees who are paid on Fridays. In addition, the Operating Budget reflects a net decrease of 3 full-time positions. Overall, the City
has reduced 30 full-time positions since FY03 while being able to provide programmatic and operational staffing for the major new facilities the
City has opened in recent years. This Budget accomplishes the following:

1) Maintains City and school services that citizens have come to expect, supports the City Council Goals and provides for a strong capital
plan, which includes funding to begin the multi-year Elementary School Rebuilding Program in conjunction with the recently adopted
Innovation Agenda by the School Committee. In addition, it addresses our unfunded pension liability in a prudent and responsible
manner. This Budget continues to provide stability and reinvestment in our community and, given the fiscal challenges facing many
cities and towns in the Commonwealth, this is a major achievement; and

2) Achieves the above with a moderate increase in the property tax levy, in spite of a continued reduction in State Aid, which supports the
City Council Goal of —evaluating expenditures with a view of maintaining a strong fiscal position and awareness of the impact on
taxpayers while providing a high quality of city services.”
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SUMMARY:

OPERATING BUDGET (all funds)

FY10 FY11 FY12
ACTUAL PROJECTED PROGRAM EXPENDITURES BUDGET
$41,921,410 $44,267,265 General Government $52,867,025
96,751,710 102,417,815 Public Safety 104,151,875
95,803,835 100,879,915 Community Maintenance & Development 97,372,795
28,699,795 30,485,935 Human Resource Development 31,100,035
133,250,475 136,027,325 Education 140,719,260
42.447.480 47.126.360 Intergovernmental 45.985.105
$438,874,705 $461,204,615 $472,196,095
FY12
FINANCING PLAN BUDGET
Taxes $333,342,295
Licenses & Permits 7,000,350
Fines & Forfeits 9,657,085
Charges for Service 68,517,140
Intergovernmental Revenue 37,717,960
Miscellaneous Revenue 15,961,265
$472,196,095
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SUMMARY: CAPITAL BUDGET

FY12
PROGRAM EXPENDITURES BUDGET
General Government $605,000
Public Safety 680,000
Community Maintenance & Development 50,249,525
Human Resource Development 1,433,000
Education 3.000.000
$55,967,525
FY12
FINANCING PLAN BUDGET
Property Taxes $1,500,000
Parking Fund 800,000
Sewer Service Charge 2,250,000
Water Service Charge 2,750,000
Block Grant 1,355,090
Chapter 90 1,995,135
Resident Sticker 780,000
Street Preservation Offset Fund (SPOF) 135,000
War Memorial 28,000
Bond Proceeds 44,354,300
Golf Course Fees 20,000
$55,967,525
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APPROPRIATION BY STATUTORY CATEGORY

REVENUE BY SOURCE|
Extraordinary Fines & Forfeits
Travel & Training Expenditures $9,657,085 Intergovernmental
$3,689,620 $51,439,130 2.0% Revenue

0.8% 10.9%

N

537;01;: 960 Miscellaneous Revenue

$15,961,265
3.4%

Licenses & Permits
$7,000,350
1.5%

Other Ordinary

Maintenance
$106,992,265
22.7%

Charges for Service
$68,517,140
14.5%

Salaries & Wages
$310,075,080
65.6%

Taxes
$333,342,295

70.6%

TOTAL OPERATING BUDGET $472,196,095

State Aid

FY12 State Aid (Local Aid) revenue projections to the City are based on the Governor‘s FY 12 State Budget, released in January 2011. Local Aid
refers primarily to distributions from the Commonwealth to municipal general revenue for Chapter 70 Education (School) Aid and Unrestricted
General Government Aid (UGGA). The House of Representatives and State Senate prepare and adopt their own separate State Budgets, which are
then reconciled in Conference Committee before being forwarded to the Governor for approval. This process is scheduled to be completed before
June 30, 2011. However, if these amounts are different than estimated, adjustments will be made in the fall of 2011 when the City Manager
submits his recommendations to the City Council to set the final property tax levy amount, as part of the tax rate setting process.

The City estimates receiving $1,267,670 less in FY12 than it did in FY11 for these two major local aid categories, for a total of $25,499,990.
These two local aid categories represent 5.4% of the total FY12 Operating Budget. The amount of Local Aid funds to be distributed is listed on
each community‘s cherry sheet along with other, relatively smaller, Commonwealth programs such as library aid, veteran‘s benefits, police career
incentive, school lunch, Charter School and other reimbursements. There are additional net decreases in other state aid categories equaling
$2,741,970, which bring the total decrease in State Aid to $4,009,640 for FY12. The primary reduction is $2,771,885 in Charter School Tuition
Reimbursements. The amount provided on the Cherry Sheet for this purpose can fluctuate from year to year because it is based on estimated
enrollments, provided to the State, of Cambridge students attending Charter Schools.
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State Aid over the six years has been significantly reduced. For example, in FY07, the City received $26,623,055 in UGGA and $1,159,950 in
Police Career Incentive Reimbursements, for a total of $27,783,005. Police Career Incentive Reimbursements have been significantly reduced in
recent fiscal years. Using the estimated FY12 amounts, the City is receiving $9,766,185 less in UGGA and $1,049,960 less in Police Career
Incentive reimbursements than it did in FY07, for a total loss of $10,816,145 or 38.9%. School Aid/Chapter 70 revenues were $7,772,240 in FY07
and increased to $9,316,695 in FY09 before being reduced over the previous two fiscal years to an estimated $8,643,120 in FY12.

If the City received the same amount of UGGA in FY12 as it did in FY07, the estimated property tax levy increase would only be 3.0% or 2.7% if
there had been no reduction in the Police Career Incentive Reimbursement amount from FY07.

. Major Cherry Sheet Revenues FY07-FY12
Unrestricted General Government Revenue FY07-FY12 (FYO7-FY11 are budgeted amounts, FY12 is estimated)

(FY07-FY11 are budgeted amounts, FY12 is estimated) $40.000.000

$29,500,000 $35,000,000
$27,000,000 $30,000,000

$24,500,000 \\ $25,000,000

B Police Career Incentive

O Unrestricted General

$22,000,000 $20,000,000 Government Aid
$19,500,000 \ $15,000,000 B Chapter 70
$17,000,000 \ $10,000,000
$14,500,000 $5,000,000
$12,000,000 : : : : : , $0

FYO7  FYO8  FY09  FYI0  FYll  FYI2 FYO7 FY08 FY09 FYI0 FYll FY12

Property Tax Levy and Reserves

In the past six fiscal years, we have been able to produce budgets that have reflected an average annual increase of 4.1% in the property tax levy.
In FY11, this resulted in having approximately 51.7% of residential taxpayers receiving a property tax bill that was lower, the same as or only
slightly higher (less than $100) than the previous year.

The spending plan for the Operating and Capital Budgets, as submitted, including non-budget items such as overlay reserve, calls for a total FY12
property tax levy of $302,322,025, an $18,360,325, or 6.47%, increase over FY11. This percentage increase is slightly below the 6.6% increase
that was included in our five-year financial projections that were presented to the major credit rating agencies in January 2011.

The actual tax levy will be determined in September 2011, when the City Council votes on the City Manager‘s property tax and classification
recommendations. It is anticipated that the City will be able to use increased non-property tax revenues, such as parking fund revenue, meals and
hotel excise, building permit fees, free cash or other revenues, at a higher level than what is included in the FY12 Budget, once actual FY11
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receipts and final state aid figures are known, to lower the property tax levy. Because of the policies followed by the City Council, the City has
been able to accumulate significant reserve balances, including free cash, and has an excess levy capacity of $99.4 million. The City has
developed a financial strategy, which takes into consideration the possibility of the current economic challenges, in order to mitigate the impact on
the operating and capital budgets. This has afforded the City the flexibility to proceed cautiously without major reductions in services.

It is also important to realize that when determining a homeowner*s property tax bill, there are three major factors. The first is the Budget, which
determines the levy amount required. The remaining two, which will not be known until the fall, include individual property valuation changes
and the residential/commercial mix.

Despite our ability to manage our resources to provide services and infrastructure improvements, Cambridge faces the same challenges as other
cities and towns with regard to municipal financing and reliance on the property tax. The City receives approximately 65% of its revenues from
the property tax. Fortunately, Cambridge has been able to stay below the Proposition 2 2 property tax levy limit due to its ability to generate
non-property tax revenues, new construction growth, controlled budget growth and the prudent use of reserves. In addition, the City has been
able to achieve a low property tax rate and an overall lower residential property tax bill than surrounding communities.

The FY'12 Budget continues to use reserves and other non-property tax revenues to reduce the increase in the property tax levy in the following
ways:

e The FY12 Budget includes the use of $5.0 million from the City‘s (Debt) Stabilization Fund to offset the impact of increasing debt service
costs on the property tax levy. This is a planned use of the City‘s Stabilization Fund, which began in FY06. The City has issued almost
$252 million in bonds through FY11 for a range of projects and has used $30.3 million in Debt Stabilization Funds since FY06 to offset
the impact of increasing debt service costs on the property tax levy.

The total balance in the Stabilization Fund as of June 30, 2011 is projected to be approximately $5.2 million, which will be used in FY'12.
Based on the financial condition of the City at the end of FY11, additional allocations may be made from free cash to the Debt
Stabilization Fund to offset the increases on the property tax levy for new debt service costs related to the renovation or rebuilding of
elementary schools over the next several years.

e $2,000,000 in overlay surplus balances accumulated from prior fiscal years is again being used to lower the tax levy increase.

e It is estimated that the City will again use $9.0 million in Free Cash in FY'12, as it did in FY11, to lower the property tax levy increase,
which is consistent with the City‘s financial plan.

e The FY12 Budget includes the use of $250,000 Water Fund Retained Earnings to support a 0.0% water rate increase.
e Parking Fund Revenues are providing $8,250,065 to support the Operating Budgets of various departments.
e The Health Claims Trust Fund is providing $7,300,000, an increase of $300,000, to support the Health Insurance Budget.

e The FY12 Budget uses $0.6 million from the School Debt Stabilization Fund to cover a portion of the debt costs of the War Memorial
Recreation Center.
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e The Teacher Retirement Fund Transfer has been increased to $1.6 million in FY12, which utilizes the available fund balance, to cover a
portion of a one-time allocation of $2.0 million to fund the accrued pension liability, based on the revised funding schedule. This one-
time allocation, in addition to the annual $300,000 additional payment, will allow the City to fund its unfunded pension liability by 2029.

As I noted to the City Council at the beginning of this economic downturn in FY09, I believed that we were in a difficult period for several budget
cycles even after the economic conditions improved, which has proved to be true. While we have been able to continue over the years to absorb
operating and programmatic costs associated with our new facilities, cover increased salary, fringe benefit and debt service costs and absorb
significant State Aid reductions, we will need to continue to work to identify cost reduction opportunities and non-property tax revenue increases
to ensure future budgets reflect a modest increase in the property tax levy.

APPROPRIATION BY FUNCTION|

General Government
Intergovernmental $52,867,025

$45;9$'§/,105 11.2%
. o

Public Safety

Education $104,151,875
$140,719,260 22.1%

29.8%

Human Resource Cf)mmunity
Development Maintenance &
$31,100,035 Development
6.6% $97,372,795

20.6%
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Public Investment (Capital) Budget

The FY12 proposed Capital Budget totals $55,967,525, an increase of $33,582,510, or 150.0%, over the previous year, with the Property Tax
allocation shown in the FY'12 financing plan increasing from its adjusted FY11 level of $1,150,000 to $1,500,000. The Bond Proceeds component
of the financing plan has increased substantially, from $12,450,000 in FY11 to $44,354,300 in FY'12.

Property Tax-supported debt has increased from $7,200,000 to $10,600,000 in FY12. The FY12 allocation of $10,600,000 will fund a wide range
of projects, including the replacement of the Ryan Garage / Simard Building roof ($1,485,000), renovations to Engine 5 (Inman Square) and
Engine 3 (East Cambridge) ($515,000), street reconstruction ($2,000,000), improvements to Kendall Square ($300,000), renovations to David
Nunes Park, Alberico Park and Fulmore Park as well as the establishment of a community garden at Riverside Press Park ($1,300,000),
improvements to the Harvard Square Tunnel ($2,000,000), and the design phase of the first elementary school to be rebuilt or renovated under the
Elementary School Rebuilding Program ($3,000,000).

There has been a significant increase in the amount of Water Service Charges allocated to the capital budget, primarily due to the continuing
decrease in debt service related to the retirement of bond issues to finance the construction of the water treatment plant. The debt service on water
projects decreased from $6,146,595 in FY11 to $4,529,980 in FY12, which will provide sufficient funds to increase the capital allocation from
$1,750,000 to $2,750,000 and cover all operating budget increases, while maintaining the water block rates at their FY'11 levels.

The Sewer Reconstruction budget has increased significantly from its FY11 level of $7,044,000 to $36,004,300 in FY12, due to large increases in
the two major components of the budget, Sewer Service Charges and Bond Proceeds. The increase in the Sewer Service Charge allocation is
similar to that described above relating to Water System Improvements, in that a large reduction in Debt Service requirements has enabled the
reallocation of these funds to the capital budget, while covering all operating budget increases, including the Massachusetts Water Resources
Authority (MWRA) assessment, and maintaining the sewer block rates at FY'11 levels.

The allocation of Sewer Service revenues to the capital budget has been increased by $1,450,000 to $2,250,000 from the previous year‘s level of
$800,000, in recognition of the need to: provide additional funds for the maintenance of the sewer system, including emergency repairs; fund the
first phase of the Climate Change Adaptation Plan ($150,000 in FY12 with the remaining $150,000 included in the FY 13 Capital Budget); and
fund replacement of a truck which cleans sewer and drain lines and catch basins for $350,000. The Climate Change Adaptation Plan involves
conducting an assessment of vulnerabilities, and working with the community to develop a plan with adaption strategies, which may include
strengthening sewer and stormwater infrastructure to protect against flooding. The Bond Proceeds component has increased from $5,250,000 to
$33,754,300, with the additional funds allocated mainly to the Fresh Pond and Western Avenue projects.
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PUBLIC INVESTMENT APPROPRIATIONS PUBLIC INVESTMENT FINANCING PLAN
FISCAL YEAR 2012 FISCAL YEAR 2012

Community Bond Proceeds
Maintenance & $44,354,300

Development 792%
$50,249,525
89.7%

Resident Sticker Revenues

$718 3"300 Golf Course Fees
4% $20,000
0.1%
Street ]l: re;er;;t(i;);)Offset War Memorial Receipts
1
Public Safety “mg 000 $28,000
$680,000 02% Block Grant 0.1%
12% ’ $1,355,090
’ Human Resource Chapter 90 24% Prglp;:z,gT;(;‘ ®
Development $1,995,135 Sewer Service Charge 2.7%
$1,433,000 3.6% $2,250,000
General Government . o Water Service Charge 4.0% Parking Fund
$605,000 Education 26% $2,750,000 $800,000
A A
1.1% $3,000,000 49% 14%

5.4%
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In keeping with the practice of recent years, the proposed FY 12 Budget closely links the operating and capital expenditure plans with priorities
established by the City Council for FY12 and FY13. Department heads have carefully reviewed their budget narratives, accomplishments, goals
and performance measures and have made significant modifications to them to demonstrate their department‘s efforts to address the City
Council‘s goals and objectives. While I encourage readers to review each department‘s budget in detail, the following section highlights the
proposed spending plan to implement City Council priorities.

INTEGRATING CITY COUNCIL PRIORITIES WITH THE PROPOSED BUDGET

Since 1996, the City Council has conducted an in-depth biennial process to develop and produce its Goals for the City. Since 2000, the process
has included a statistically valid telephone survey of the opinions of Cambridge residents with regard to City services and City government. The
process also includes an opportunity for Cambridge citizens to gather together to voice their concerns and opinions about what the City Council
should focus on in setting its goals. In 2010, the Government Operations and Rules Committee hosted its second annual World Café,” an
interactive conversational format that allowed diverse and creative points of view about Cambridge‘s needs to emerge, as the public comment
opportunity. A cross section of Cambridge residents spent the evening in a series of facilitated dialogues on the topic of “What is important to
focus on to improve life in Cambridge?”

This year the City Council took a different approach to setting City goals. They used the information from the citizen satisfaction survey and the
World Café, as well as the results from a roundtable discussion on the goals, to set broad overarching goals for the next fiscal years. Instead of
moving on to develop more specific objectives at that time, the City Council chose to develop that level of detail in a more collaborative way,
involving the City staff whose work encompasses the subject area of the particular goal. Especially in this time of continuing financial uncertainty
and declining federal and state support, the City Council and the City‘s administrative staff need the flexibility and collaboration that will ensure
that the City‘s most pressing needs are addressed in accordance with our highest civic aspirations. The goals were adopted by the City Council on
December 13, 2010, and will guide the annual budget planning process.

As part of the City Council‘s goal setting process last year, it articulated its Mission Statement as follows:

“The City of Cambridge is dedicated to continuing to improve the quality of life for everyone in our community in an environment of
excellence while maintaining a strong financial position including awareness of the impact on taxpayers.”

o EVALUATE CITY EXPENDITURES WITH A VIEW OF MAINTAINING A STRONG FISCAL POSITION AND AWARENESS OF
THE IMPACT ON TAXPAYERS WHILE PROVIDING A HIGH QUALITY ARRAY OF CITY SERVICES.

The FY12 Budget reflects a 1.75% increase, which reflects increased costs related to health and pension costs, the cost of a 53™ pay period in
FY12 for employees who are paid on Fridays and continued decreases in State Aid. The FY 12 Budget reflects a modest property tax levy increase
of 6.47% while maintaining City services and providing for improvements to our infrastructure. This percentage increase is slightly below the
6.6% increase that was included in our five-year financial projections, which were presented to the major credit rating agencies in January 2011.
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As noted, the final property tax levy amount will not be determined until the City Council votes on the City Manager‘s property tax and
classification recommendations in September 2011.

The City‘s excess tax levy capacity, an extremely important indicator of the City‘s financial health, is $99.4 million. The excess levy capacity
reflects the difference between the amount raised from property taxes and the amount that legally could be raised from taxes. Cambridge continues
to have the largest excess levy capacity in the Commonwealth. In addition, the City has been able to maintain or increase fund balances in a
variety of its funds, including the Parking Fund, Water Fund, Stabilization Fund, Health Claims Trust and Free Cash. However, the Stabilization
and Health Claims Trust Funds have declined in recent years based on a planned use of the fund balance. As noted in the previous section, the
FY12 Budget utilizes the City‘s reserves as part of its fiscal planning strategy. The following charts reflect the City‘s Reserve Fund and Free Cash
balances for the past five years.

Reserve Funds

$70,000,000 - $61.0M $60.4
$60,000,000 $49.4M
$30,000,000 -
$40,000,000
$30,000,000 -
$20,000,000 -
$10,000,000 -
$0 -

FY06 FY07 FY08 FY09 FY10

‘ BPaking  OStabilizationFund ~ MSchool Stabilization @ Health Claims Trust |

Source: City of Cambridge Financial Statements

By continuing the fiscal policies adopted by the City Council, which include maintaining the City‘s positive reserves and free cash balances and
conservatively managing expenditure and property tax levy growth, the City has been able to deal with the recent fiscal and other economic
challenges in a responsible manner with a limited impact on service delivery. This includes proceeding with a public investment program that will
result in a projected increase in our annual tax supported bonding costs. Without the use of the Debt Stabilization Fund in FY12, the cost of
property tax supported debt would be $5.0 million higher ($30.3 million vs. $25.3 million). Cambridge is unique in its ability to maintain services
while improving our infrastructure in these challenging economic times. It is not uncommon to see neighboring communities requiring Proposition
2 2 overrides for Operating Budgets and/or for Debt Exclusions in order to fund capital projects.

The achievement of a lower property tax levy increase than projected was emphasized early in the budget process with the issuance of strict budget
guidelines to City Department Heads for the development of the Operating and Capital Budgets. Department Heads were given very clear
direction on the preparation of their budget submissions in relation to cost increases and the impact on the property tax levy.
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The Budget process again included a review of all vacancies, with Department Heads required to describe the operational impact on their
department if vacant positions were reduced. No initial increases in non-salary budgets were allowed, except for energy costs and operational costs
related to the new facilities. All operating items known to be increasing were to be absorbed within existing budgets and Department Heads were
required to document the impact on their Operating Budget if cost increases were absorbed in their existing budget. And lastly, supplemental
requests were required to have a corresponding reduction.

City and school officials have worked collaboratively early in the Budget process to establish a financial guideline that could be adhered to by the
School Committee without requiring additional resources later in the process. The School Department Budget, adopted by the School Committee,
reflects an increase of 2.3% in FY'12.

The Capital Pay-As-You-Go Budget (capital requests funded from property taxes) for FY12 is $1,500,000, an increase from the $350,000
budgeted in FY11. The following guidelines were put in place: departments were instructed to submit Pay-As-You-Go capital requests that were
equal to or less than the approved/funded amount received in FY11. All requests that exceeded the FY 11 amount were required to be designated as
-supplemental requests.” Departments that did not receive a Pay-As-You-Go appropriation in FY11 could submit an FY12 request but it was
required to be submitted as a supplemental request.

Finally, the City Council Finance Committee hosted two citizen forums to explain the City‘s budget process and to solicit input from the
public in conjunction with the development of the City Manager‘s FY12 Budget. These forums built upon changes begun last year to
provide more budget information to citizens and to solicit more input.

Please see Section II for the Budget Calendar and further information on the Budget Process and Procedures.
Listed below are some additional activities that demonstrate the City‘s achievement of this City Council Goal.

e The City Council approved a water and sewer rate increase of 0.0% in March 2011 for FY12.

e In conjunction with the sale of $46.2 million in bonds in February 2011, the City of Cambridge continued to be one of approximately 30
cities in the United States to receive a ~AAA” rating from the nation‘s three major credit rating agencies. The City‘s AAA bond rating
allowed the City to sell these bonds at the low interest rate of 3.21%. It should be noted that the interest rate received by Cambridge is
approximately a sixth of a percentage point lower than the interest rate received in comparison to other bond sales conducted that day by
other Triple A communities and approximately one-half of a percentage point lower than communities with the next highest rating grade.
This difference is attributable to the credit market‘s favorable view of Cambridge as a very secure credit.

In its rating opinion, Moody‘s Investor Services noted, —Although Moody's expects local governments' recovery from the recession to lag
the general economic recovery, Cambridge is expected to maintain a healthy financial position in the near term. The city continues to
benefit from high financial flexibility and robust reserve levels, which position it to absorb several years of flat or declining state aid and
local revenues with only moderate declines in reserves. Cambridge's strong management team has historically followed a prudent fiscal
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strategy, and beginning in fiscal 2008, follows formally adopted fiscal policies for its annual budgeting. Steady revenue streams, generated
by its substantial and economically vibrant tax base, provide a notable degree of flexibility to address future budgetary challenges.”

In its rating opinion, Fitch Ratings noted that their rating rationale was based on the following: -Cambridge‘s exceptional financial
management is characterized by its high reserve and liquidity levels; Conservative budgeting practices along with a use of reserves the last
two years has helped keep tax levy increases at moderate levels while the city faces increases in education and public safety costs; The
stable presence of higher education, health care, biotechnology, and life sciences industries supports the well-diversified economy with
low unemployment and above-average wealth levels; Growth in assessed value provides the city with tax levy flexibility for operations
and debt service as the gap between the city's actual tax levy and the statutory levy limit has grown to its highest level in the city's history;
and Debt levels are moderate and expected to remain manageable, aided by the city's rapid amortization rate.”

Standard & Poor‘s reaffirmed its —strong” Financial Management Assessment (FMA) of the City. An FMA of —strong” indicates that
practices are strong, well embedded and likely sustainable. The strong rating indicates that the government maintains most best practices
deemed critical to supporting credit quality and that these are well embedded in the government‘s daily operations and practices. Formal
policies support many of these activities, adding to the likelihood that these practices will continue into the future and transcend changes in
the operating environment or personnel.

Section II of this document contains policies on investment practices, debt management and fund balance reserves for approval by the City
Council. This practice is recommended by the rating agencies and the Government Finance Officers Association (GFOA).

While the FY12 Budget maintains the current level of services and covers increased costs including those associated with the new
facilities, with a modest increase in the property tax levy, savings were required to be identified. The FY12 Budget contains a net
reduction of 3 full-time positions. The Departments which reflect position reductions are: General Services (1) and Water (4). The
Departments that reflect position additions are: Finance- Information Technology (1) and Public Works (1).

The FY10 Adopted State Budget provided cities and towns in the Commonwealth the opportunity to replace some or all of their loss in
local aid by allowing, for the first time, an allocation of 0.75% of the Meals Excise upon local acceptance for local use, and allowed a local
option to increase the room occupancy excise by 2%. Both options were approved by the City Council in July 2009. The FY12 Budget
uses $13.1 million from these two sources, which is an increase of $1.4 million.

The Other Post Employment Benefits (OPEB) Working Group continues to oversee the implementation of GASB 45. The Working Group
made recommendations to the City Manager to accept Chapter 479 of the Acts of 2008, which provided for the establishment of an OPEB
liability trust fund. This trust fund is in an irrevocable trust and its assets can only be used to fund the OPEB liability. The Working Group
also recommended providing initial funding to the OPEB liability trust fund through a $2 million transfer from the Health Claims Trust
account. Both recommendations were submitted to and approved by the City Council in December 2009. The OPEB Working Group also
provided necessary financial information to the City‘s actuarial firm to develop an updated OPEB actuarial liability as of January 1, 2011.
An updated report is scheduled to be completed mid-year.
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Continued use of a vacancy committee created several years ago, consisting of the City Manager, Deputy City Manager, Finance Director,
Budget Director and Personnel Director. This committee reviews requests from departments to fill vacancies as they occur. In some cases,
position vacancies are held open by the committee.

Every two years, the Cambridge Retirement Board performs an actuarial study to determine the level of yearly contributions needed to
fully fund the Pension System‘s actuarial accrued (unfunded) liability by the year 2040, as required by the Commonwealth of
Massachusetts. The latest actuarial study was completed as of January 2010. Based on this study and revised funding plan, a one-time
allocation of $2.0 million is included in the FY'12 Budget, which will allow the City to fund its unfunded pension liability by 2029.

In FY11, the City successfully completed the triennial Department of Revenue (DOR) certification of real and personal property valuation
process. The next DOR full certification process will take place in FY 14.

The Investment Oversight Committee continued to review cash investments on a quarterly basis. It monitored cash balances to ensure that
cash was invested with safety and diversification taking priority over the best rates.

Received, for the 26th consecutive year, the GFOA Award for excellence in preparation of the FY11 Operating and Capital budgets, as
well as the GFOA Certificate of Achievement for Excellence in Financial Reporting, for the 25th consecutive year.

Continued to coordinate the development of formal investment, debt service and reserve policies adopted by the City Council. This,
coupled with existing financial management practices, has resulted, in part, in Standard and Poor‘s continued Financial Management
Assessment (FMA) of the City as —strong.” An FMA of -strong” indicates that practices are strong, well embedded and likely sustainable.

Increased Personal Property data collection and audit verifications, which has resulted in new Personal Property Tax collections of $2.9
million since FY09.

Collaborated with various regional partners and the General Services Administration (GSA) to execute contracts for road salt, fuel and
radio equipment.

Continued to create standards for online credit card payments and to develop a review process for expanding the number of City programs
accepting credit card payments. Expanded remote electronic deposit of checks by more departments, which has resulted in more timely
deposits of funds.

PRESERVE AND CREATE AFFORDABLE HOUSING ACROSS THE CITY FOR LOW, MODERATE AND MIDDLE-INCOME

FAMILIES AND OTHER RESIDENTS.

With the voters® acceptance of the Community Preservation Act (CPA) surcharge in 2001, the City‘s affordable housing program is now funded
by a portion of the proceeds from the 3% property tax surcharge levied under the CPA. CPA funds may only be used for certain affordable
housing, open space and historic preservation purposes. In addition, the City receives a matching amount from the state and has received
approximately $40.7 million from this source since the inception of the program. Since these funds are deposited into trust funds established for
the three CPA purposes, there are no direct allocations contained in this budget document.

Since the implementation of the CPA in FY02, $101.8 million has been appropriated/reserved for housing ($81.4 million), open space ($10.2
million) and historic preservation ($10.2 million). FY12 local revenues from the CPA are expected to be up slightly based on a higher property
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tax levy. In addition to the CPA funds raised locally, the City receives state matching funds, which will be available in October 2011. In prior
years, the City received a 100% state match. However, the percentage match has decreased as a result of decreasing collections of fees at the
Registry of Deeds and the increased number of communities participating in the program. The Department of Revenue estimates that the balance
in the state trust fund will be sufficient to provide a first round match of approximately 27% of the surcharge levied by each city and town.

The Community Preservation Act Committee will be making its recommendations for the use of the FY12 CPA revenues of approximately $9.6
million from all sources during the upcoming months. Recommendations will be forwarded to the City Council for appropriation prior to the
setting of the property tax rate.

The City, through its prior budget allocations to the Affordable Housing Trust, current allocations through the CPA and other commitments, has
created or preserved in excess of 3,150 units of affordable housing since the end of rent control in 1995.

The FY12 Operating Budget for the Housing Division contained in the Community Development Budget supports a multitude of activities in
support of this goal. The Housing Division supports the development of affordable rental and homeownership opportunities, provides education,
counseling and financial assistance for first-time homebuyers; preserves long-term affordability of existing affordable housing; offers low-interest
loans to homeowners to make improvements which protect the housing stock; advances initiatives to increase access to affordable housing, such as
inclusionary and incentive zoning; supports the City‘s non-profits in the development and management of affordable housing; coordinates with
federal and state governments to leverage additional resources; and provides planning assistance and public information related to housing issues.

The FY12 Capital Budget contains continued funding for Housing Rehab and Development Programs in the amount of $850,090. This funding,
which is combined with funds from the federal HOME program, Affordable Housing Trust Fund and other public and private sources, finances
renovations to existing housing units and the development of new ones for low and moderate income Cambridge residents.

During FY'11, the Community Development Department achieved the following in support of this City Council Goal:

e Worked with the Affordable Housing Trust, non-profit housing developers, and the Cambridge Housing Authority on efforts to preserve or
create 369 affordable units under development with Community Preservation Act (CPA) funds in FY'11. Preserved permanent affordability
for 125 units with expiring affordability restrictions through nonprofit agency purchase of Inman Square and CAST 2 apartments.
Construction began on 40 new affordable units at Putnam Avenue and Sidney Street, and 19 new affordable units on Cambridge Street.
Revitalization of two public housing developments also began with complete renovations of 45 units at Jackson Gardens, and replacement
of 60 existing units at Lincoln Way with 70 new units. Completed substantial rehabilitation of 12 affordable rental units on Pine Street,
which received LEED Platinum designation. City-funded affordable housing is under development or has been recently completed in Mid-
Cambridge, Neighborhood Nine, Area 4, Wellington-Harrington and Cambridgeport.

e Provided education, counseling and financial assistance to first-time homebuyers. Through the homebuyer programs, the Housing Division
educated more than 520 people, provided individual counseling to more than 150 homebuyers, and facilitated the sale of more than 20
affordable homeownership units to first-time buyers in FY11, helping to preserve socio-economic diversity of the community. By
facilitating the production and preservation of both rental and homeownership units, and a variety of unit sizes and configuration, the City
is able to meet the affordable housing needs of a broad cross section of residents in all Cambridge neighborhoods. Through these programs
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and with assistance from City staff, more than 240 families have become homeowners in the past 5 years. Also, worked with private
developers to create 10 new affordable units through the City‘s Inclusionary Housing Program. Inclusionary housing units are located in
neighborhoods throughout the city and include both rental and first-time homebuyer units.

o STRENGTHEN AND SUPPORT HUMAN SERVICES, PUBLIC EDUCATION AND OUT OF SCHOOL LEARNING IN CAMBRIDGE
FOR THE BENEFIT OF RESIDENTS OF ALL AGES.

The proposed FY 12 Budget contains a recommended School Budget of $140,719,260, an increase of $3,226,985 or 2.3% over the current year. In
addition, an allocation of $3,000,000 in Bond Proceeds will be used towards architectural design for the first elementary school to be either rebuilt
or renovated as part of the multi-year Elementary School Rebuilding Program. This appropriation coincides with the recently adopted Innovation
Agenda by the School Committee. With this change, Cambridge will become a district of junior kindergarten through grade 5 schools, with four
upper school campuses that feed into the high school. For additional information on the FY'12 School Budget, please go to page IV-388, or visit
the Cambridge Public Schools Web page www.cpsd.us.

In addition to the recommended funds for the School Department, the City‘s Operating Budget continues to fund a wide array of programs and
activities, which support not only this City Council Goal and Objective but other ones as well.

For example, within the Department of Human Services Programs (DHSP), the FY12 Budget continues to support the following:

e Funding for the Baby University program, Cambridge‘s version of the Harlem Children‘s Zone‘s Baby College, which works with parents
of children birth to age 3 to enhance their parenting skills and connect them to a variety of community services so that they can better
promote their children‘s physical, emotional and educational development.

e Increased funding by $50,000 to support the inclusion of children with disabilities in the City‘s Out of School Time Programs.

e The Childcare and Family Support Services Division, which provides six licensed Pre-School programs and seven licensed After School
Programs and the Center for Families. Together these programs serve 285 children in licensed programs and over 500 families in family
support services.

e The King Open Extended Day Program (KOED), which provides a positive and safe out-of-school time setting that promotes the social,
emotional and intellectual development of children.

e The Community Learning Center (CLC) supports the above City Council Goal as well as the Goals of valuing diversity and fostering
community. The Community Learning Center, located at 19 Brookline Street, provides adult basic education classes to almost 1,000 adults
each year. In addition, the City Council approved an appropriation and loan order in FY11 for $14,535,000 for extensive renovations to
the old police station to accommodate the administrative offices of the Cambridge Housing Authority as well as the Community Learning
Center and Multi-Service Center.

e The Community Schools Division, which provides a network of neighborhood services offering educational, cultural, social and
recreational opportunities for all age groups. Community Schools also offer summer camps in most of the City‘s elementary schools.
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e Through the Council on Aging, the budget supports daily meals, the senior food pantry, educational and wellness activities, multicultural
celebrations and social services to meet the needs of Cambridge seniors.

e Through the Multi-Service Center, the budget supports continued services to homeless individuals and families and to those who are at
risk of losing their housing.

e The Office of Workforce Development (OWD), whose mission is to expand employment and training opportunities for Cambridge youth
and adult residents. It does so by developing partnerships with employers, community-based organizations, the schools and post-secondary
institutions. Through a combination of direct service, program coordination and outreach efforts, OWD services reach over 1,000 residents
and businesses each year.

e The Transitional Jobs program will be launching its seventh round in FY12, working with disengaged adults who lack the skills to secure
and retain employment, offering them a temporary job, intensive case management, soft skills development and job search assistance to
help find unsubsidized employment after program completion.

e The Mayor‘s Summer Youth Employment Program (MSYEP) will again serve over 900 youths in jobs throughout the city and offers
workshops to increase participants® skills and career/college readiness. This includes collaborating with regional and state workforce
development staff to take advantage of federal stimulus funding and state funding for at-risk youth.

e The Youth Center Division will continue to offer programs through its network of five youth centers located in different neighborhoods of
the city. The centers include classroom space, meeting rooms, gymnasiums and easy access to parks and fields. The Centers will again be
sponsoring popular summer camps, year round pre-teen and middle school programs and teen intensive programs.

e The Recreation Division will continue to offer programming through the War Memorial Recreation Center, the Fresh Pond Golf Course,
through many of the City parks and through the summer basketball league for young people. The Division will continue to sponsor its
evening and Saturday recreational programs for individuals with special needs as well as its popular summer camp.

Other City Departments contribute to this Goal, examples of which are listed below.

e The Community Development Department (CDD) sponsors the Employment Program Fund ($355,000) through the Just-A-Start (JAS)
Rehabilitation Assistance Program, which trains and employs Cambridge youth to provide a range of low-cost housing rehabilitation,
energy conservation and de-leading services throughout Cambridge and for the Cambridge Housing Authority.

e The Cambridge Public Library adds over 40,000 books, magazines, DVDs and CDs to the library‘s collection each year and makes them
available to residents at no direct cost. The library also borrows 200,000 items from other libraries. Residents take home over 1,000,000
items and access 300,000 resources online 24 hours a day. In addition, the Library provides free or low cost admission to local museums
for over 7,000 cardholders each year.

e The Library‘s Adult Literacy Program provides 2,000 tutoring sessions, computer classes and educational programs for adult learners,
primarily new immigrants, and the library attracts over 47,000 children and teens to its programs that promote literacy development and
encourage recreational reading. Summer reading by children and teens in FY'11 increased 56%, to a record high of 83,781.
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e The Water Department staff provides many guided tours of the Walter J. Sullivan Water Purification Facility and the Fresh Pond
Reservation, to educate both children and adults about the features and importance of Cambridge‘s water system. Also, the Water
Department is working to enhance educational opportunities for Cambridge school children with the improvements underway at Black‘s
Nook within the Fresh Pond Reservation. This location is used extensively by elementary age school children to learn about the Fresh
Pond Reservation as a habitat for the species that live within it. Water Department staff assist with many school system educational events
at the Maynard Ecology Center, a Cambridge Public School facility housed in the bottom floor of Neville Place, overlooking Fresh Pond.

e The Cambridge Police Department, in collaboration with the Mayor‘s Summer Youth Employment Program, will continue to host a six
week Cambridge Youth Police Academy. This is a unique opportunity for youth to learn about what police officers do on a day to day
basis, and to teach youth the importance of maximizing out of school time with learning opportunities, while refraining from being
involved in activities that could land them in trouble.

o FOSTER COMMUNITY AND SUPPORT NEIGHBORHOOD VITALITY. SUPPORT OPPORTUNITIES FOR CITIZENS TO
PARTICIPATE AND TO KNOW EACH OTHER WITHIN THEIR NEIGHBORHOODS AND ACROSS THE CITY AND VALUE AND
SUPPORT THE RACIAL, SOCIOECONOMIC, CULTURAL AND RELIGIOUS DIVERSITY OF OUR CITY.

The proposed FY 12 Operating Budget continues to support and maintain the venues and activities in which citizens have the opportunity to know
each other within neighborhoods and across the city, which also promotes the racial, cultural and socioeconomic diversity of Cambridge. This
includes support for two senior centers, youth programs, five youth centers, youth leagues, arts gatherings, public celebrations and events, library
programs and branches, community policing and outreach programs, neighborhood planning and community meetings, oral history publications, a
public health network, community schools and the scores of parks and play areas located throughout the city.

In addition, the FY12 Budget contains support for facilities, roadways, sewer and water system improvements and other public investment
projects, which contribute to the preservation and enhancement of neighborhoods. Also, the City has made a major investment in a new state-of-
the-art public safety facility to house police and emergency communications operations, major renovations to the Main Library, War Memorial
Recreation Center and CRLS and construction of a new West Cambridge Youth and Community Center. In FY12, the City will begin a multi-year
program to rebuild or renovate its elementary schools.

Another way that the Budget supports these City Council Goals is through committing significant resources to a variety of major open space
projects. The City has renovated several parks, including Donnelly Field, Lowell Park, Squirrel Brand Park, Dana Park, Gold Star Mothers Park,
Alden Park, Russell Field Complex, William G. Maher Park, Jill Brown-Rhone Park at Lafayette Square, Father Callanan Playground at the Tobin
School, Trolley Square Plaza, Greene-Rose Heritage Park, Clement Morgan Park, Alexander Kemp Playground at the Cambridge Common, an
off-leash dog run at Danehy Park, and the new City Park on Memorial Drive at Western Avenue in the Riverside neighborhood. In addition,
replacement of the existing artificial turf on one of the soccer fields at Danehy Park and the resurfacing of the running track are scheduled to be
completed in the summer 2011.

The City sponsors, supports, permits and enables a wide range of neighborhood events that foster community. These events include over 75
outdoor and scores of indoor special events, neighborhood meetings to discuss public safety or infrastructure improvements, and workshops that
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bring people together on specific topics. In addition, DPW strengthened public/private partnerships to improve public open spaces by
coordinating 300 volunteers in landscaping and cleanup projects. In addition, the following FY 12 Budget allocations support these two goals.

e An allotment of $1,240,000 will be used for improvements to Alberico Park ($400,000); David Nunes Park ($400,000) and Fulmore Park
($440,000). Existing pressure treated wood playground equipment at all three playgrounds will be replaced with equipment that will
encourage imaginative play and interaction with natural materials. Additional replacements include safety surfacing, fences, signage,
addition of a small water play feature at Alberico, basketball and street hockey court repairs, general landscaping, irrigation and drainage.

e $60,000 has been included in the Capital Budget to create a new, universally accessible community garden at Riverside Press Park.

e In order to continue the program of making public facilities more accessible to people with disabilities, $50,000 has been recommended in
the Capital Budget.

e An allocation of $35,000 has been included in FY12 to continue the seasonal flower program that includes construction of new planting
sites as well as enhancements to high profile intersections.

e An increase of $50,000 for veterans‘ benefits in the FY12 Veterans® Budget. The veterans® benefits budget is $677,000 with this increase.
It is anticipated that the state will reimburse the City for a portion of this cost increase.

e §20,000 has been added in the Human Services Budget to support existing summer youth basketball and midnight basketball programs.
Also, an additional $13,800 has been included for transportation services provided by SCM Community Transportation.

e $30,000 has been included in the Capital Budget to support the conservation and maintenance of the public art program, which will allow
for the ongoing maintenance, treatment and reassessment of the collection.

These City Council Goals are also addressed through the following examples:

Through the Human Services Department‘s Community Engagement team, outreach workers representing the linguistic and racial diversity of the
city work within their communities to help connect families to services and to help engage them in civic life.

The Personnel, Police and Affirmative Action Departments collaborated with the Commonwealth of Massachusetts, Human Resources Division to
promote the Municipal entry-level Police Officer Exam, launching a recruitment campaign targeting Cambridge residents and under- represented
protected classes. In one of its most successful campaigns, the City logged-in 149 applications. 52% of those applications are from people of color
and 29% are from women, all Cambridge residents. The U.S. Census Bureau reports that a successful recruitment campaign for Cambridge would
expect to yield 27% of the applications from People of Color and 9.1% from female applicants. In a time when application fees have increased
dramatically and opportunities across the Commonwealth are limited, the City of Cambridge has been able to attract a large and diverse pool of
applicants.

The Cambridge Police Department‘s —door-to-door” campaign involved various housing developments and surrounding neighborhoods, wherein
staff from various City departments and organizations (Department of Human Services, Cambridge Housing Authority, Margaret Fuller House and
the North Cambridge Crime Task Force), who introduced themselves to residents, identified resources that are needed by the community and
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advised the community about resources that are currently available. These door-to door-campaigns included: information about forums that were
held within the community, on employment for youth in the summer, summer camp and other resources for children and families; the transitional
job program; crime updates; and CPD‘s community policing programs that support neighborhood initiatives. This outreach initiative will continue
in FY'12, with a focus on some additional neighborhoods and follow up with neighborhoods already involved in the initiative.

The Cambridge Public Library attracts over 50,000 residents each year to library sponsored book discussion groups, English conversation groups,
toddler sings, author visits, neighborhood pot luck dinners, lectures, and other kinds of events that foster community and support neighborhood
vitality. The library also matches volunteer tutors with adult learners who wish to improve their reading and writing skills. The Main Library,
O‘Neill Branch and the Central Square Branch provide space for community groups to meet and present programs to the general public. The
Library estimates that 750 groups will take advantage of this service in FY'12.

The Community Development Department (CDD) published a report on -Housing Options for Older Cantabrigians” that led to a public forum on
ways to successfully age in the community. Working with the Department of Human Service Programs, the City will continue dialogue with other
public and non-profit organizations to follow-up on ways to support aging in Cambridge. Also, CDD schedules regular planning updates within
each of the city‘s 13 neighborhoods, which entail interdisciplinary conversations and result in specific action plans to be implemented within short
and long-term time frames. CDD provides a range of information and materials to the public designed to provide clarity and support effective
community process.

The City has begun working with the community, businesses and property owners to refocus the vision for Kendall Square, Central Square and the
transition area between them, and to produce recommendations addressing an appropriate mix of uses, development potential, enhanced activation
of the squares, urban design character, long term sustainability, transportation and infrastructure improvements. Also, the City has commenced
implementation of recommendations of the Charles River planning study, which focused on access to and experience of the waterfront, including
discussions with neighborhood groups and working with DCR to address amenities and infrastructure.

The Nightlife & Outdoor Activities Taskforce and began implementation of recommendations to encourage greater utilization of parks, plazas and
performance venues for special events and entertainment, and to help local businesses benefit from the increased activity. Worked with Cambridge
Office for Tourism to develop a master events calendar for the city, and held a workshop to assist neighborhood groups and others with special
event planning. The City continues to support increased outdoor dining at local establishments.

o PROMOTE A HEALTHY COMMUNITY AND ENVIRONMENT TO ADVANCE CAMBRIDGE AS A LEADER IN PUBLIC HEALTH
AND ENVIRONMENTAL SUSTAINABILITY.

City Departments continue to implement strategies to demonstrate progress in achieving this City Council Goal. In May 2010, the City was one of
the first 35 communities in Massachusetts to be designated as a Green Community by the Commonwealth. This designation was a result of
meeting five criteria, among them making a commitment to reducing energy consumption in municipal buildings by 20% over a 2008 baseline, by
2013. In FY11, the City took steps to meet this goal by replacing failing or outdated boilers at the Longfellow School building, Moore Youth
Center and the Public Works Frazier Administration building, and by installing energy-efficient lighting and occupancy sensors at five municipal
buildings (Area IV, Frisoli and Gately Youth Centers, Engine 3 and Senior Center) and four schools (Baldwin, Haggerty, Kennedy-Longfellow
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and Peabody). This work was performed using $759,600 in Federal Energy Efficiency and Conservation Block Grant (EECBG) stimulus funds
and $131,000 of the FY11 School Department public investment allocation. NSTAR subsidized the project costs with more than $160,000 in
utility rebates. In addition, $283,770 in state Green Communities grant funds is being used to design and install heating, ventilating and air
conditioning (HVAC) improvements at Area [V Youth Center, Frisoli Youth Center and the Haggerty School.

An allocation of $780,000 in the Capital Budget, from additional revenues from FY11 and FY12, resulting from a rate increase in resident parking
stickers adopted in FY11 by the City Council, will be used to further the City‘s work in reducing energy consumption. A total of $400,000 will be
used for municipal and school buildings. These projects will consist of lighting upgrades and installation of occupancy sensors where appropriate
and improvements to HVAC systems, such as installation of variable speed drives and direct digital controls, as well as boiler replacement. The
City will also apply for NSTAR rebates to increase the total project value. $280,000 will be allocated toward a bike share program, with $100,000
to be used toward branding and continued outreach activities aimed at reducing energy consumption.

Public Works continues to act as a lead sponsor of Cambridge GreenSense, a municipal energy and sustainability awareness program committed to
improving energy efficiency throughout City government. Since 2009, GreenSense has engaged 75 municipal employees in more than 40 City
buildings to meet the program goals and advance the City‘s role as a —green” leader. In its first year, the program helped reduce electricity
consumption by 5% in participating City buildings. In FY11, Cambridge GreenSense helped to promote single-stream recycling, highlighting the
energy savings and greenhouse gas emissions reduced by recycling.

The City increased the tons recycled by over 10% and decreased trash disposed of by 6% during the first 6 months of —single stream” recycling—
in which residents place paper, cardboard, glass, metal and plastic containers together in one recycling toter on wheels. This program required
extensive public education and outreach, and the distribution of over 14,000 toters to residents, which was funded in the FY11 Capital Budget
($700,000).

The FY12 Budget includes a $6,000,000 allocation to the Cambridge Health Alliance (CHA). CHA has remained a vital asset to the citizens of
Cambridge since its establishment by home rule legislation on July 1, 1996. CHA is a nationally recognized public, academic health care delivery
system that provides comprehensive clinical, public health, teaching and research programs in the City of Cambridge. It is comprised of three
campuses in Cambridge, Somerville and Everett, a network of ambulatory sites, the Cambridge Public Health Department and Network Health, a
growing managed care plan. CHA is a teaching affiliate of Harvard Medical School and has departmental affiliations with Tufts University School
of Medicine.

An integral part of CHA, the Cambridge Public Health Department is responsible for protecting the health of Cambridge residents, workers and
visitors. Department programs include communicable disease prevention and control, school health, emergency preparedness, environmental
health, community health and wellness, epidemiology and data services, and regulatory enforcement. In 2010, the Department developed a food
allergy policy, which was implemented by the Cambridge Public Schools; established a school absenteeism and communicable disease
surveillance system in schools and universities; helped launched Baby University, a citywide collaborative focused on parenting; participated on a
federal planning committee to develop large-scale regional emergency preparedness exercises; and implemented the Cambridge Biosafety
Regulation. The Department continued to play a major role in several City initiatives, including the Agenda for Children, the Men of Color Health
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Initiative and the Domestic Violence Free Zone Initiative. In 2010, Cambridge received national recognition for programs associated with these
three initiatives.

Other examples that demonstrate the City‘s ongoing progress to achieve this goal include:

e The Main Library and West Cambridge Youth and Community Center were awarded Silver certification by the U.S. Green Building
Council‘s Leadership in Energy Efficient Design (LEED) certification program.

e (Cambridge was named a Tree City USA by the National Arbor Day Foundation for the 18th consecutive year, and named a winner of the
more prestigious Growth Award for the 3rd consecutive year. These awards recognize the City‘s overall urban forestry program, and in
particular the five-fold increase in the City‘s annual tree pruning budget during the past year and the strengthening of tree planting
specifications used by the City and its contractors. The FY12 Capital Budget contains $100,000 to fund the ongoing program to perform
structural pruning to approximately 600 trees in parks throughout the City and at the Cambridge Cemetery.

e Commenced implementation of the new zoning arising from the work of the Green Building Task Force regarding environmental
standards for new construction, and recommendations concerning wind power, solar power and removing zoning impediments to energy
efficient building measures. Worked with the Planning Board and developers on the application of recently adopted zoning.

e Funded by a $350,000 federal Energy Efficiency and Conservation Block Grant (EECBG) allocation for outreach to businesses and
residents, with a special focus on low-income households, CDD worked with the Cambridge Energy Alliance (CEA) to promote energy
audits and efficiency measures. CDD oversaw purchase of renewable energy certificates, which is supported in the operating budget to
offset municipal electricity use.

e Received a $150,000 state grant to fund subsidies toward purchase of additional hybrid cabs through the Cambridge Clean Air Cab
program and began to develop plans for infrastructure for electric vehicles.

e Installed parking for 150 bicycles, funded by EECBG, and continued programs to improve conditions for cyclists, pedestrians and transit
users, including work on bicycle wayfinding, bike fix-it stations, bus shelters and bicycle sharing.

e Continued to work with the Climate Protection Action Committee (CPAC) and with community groups to set new goals and to develop
and implement strategies to reduce greenhouse gas emissions. Cambridge was selected as one of eight US cities to pilot the ICLEI — Local
Governments for Sustainability program to help communities adapt to climate change. Began process of assessing the city‘s vulnerability
to climate disruption, including impacts of heavier precipitation and more severe storms, sea level rise and hotter summers. The Capital
Budget contains $150,000 to develop a Climate Change Adaptation Plan within the next two years to prepare for the environmental
impacts that will result from climate change.

e The Water Department initiated an -Energy Efficiency Study” of the water treatment plant and associated gatehouses, with the anticipated
goal of reducing energy consumption.

e Implemented a pilot test of LED streetlights on Inman Street from Broadway to Mass. Ave. The test will involve a review of how
well the streetlights perform with regard to color, light levels, light trespass onto private property, dark sky issues, energy savings,
maintenance and the perceptions of the abutters.

page 1-22



e $2,750,000 has been allocated in the Capital Budget to support water system improvements and $36.0 million has been recommended for
sewer reconstruction work in Harvard Square, Agassiz and mid-Cambridge communities and in the Alewife watershed. It is expected that
the infrastructure reconstruction project will begin in the fall of 2011 on Western Avenue and will continue thereafter for a period of two
years.

e PROMOTE DOING BUSINESS IN CAMBRIDGE AND WORK TO STRENGTHEN OUR MUTUALLY BENEFICIAL
PARTNERSHIPS WITH BUSINESSES AND UNIVERSITIES.

Cambridge has been fortunate that it has been able to operate within the confines of Proposition 2'5. It is important to understand that new
development is one of the keys to our continued success, as well as the ability to generate non-property tax revenues while controlling expenditure
growth. It is also important to maintain a reasonable tax rate for both commercial and residential property owners and reliable water and sewer
services at affordable rates. By achieving these goals, Cambridge will continue to be a place where individuals and businesses want to visit and/or
locate.

The Cambridge Office for Tourism (COT), with a budget of $407,700, is a non-profit agency that serves as the central clearinghouse for all
tourism marketing and visitor information in Cambridge. COT seeks to enrich the City of Cambridge by promoting its many special attractions
and cultural amenities for the enjoyment of both residents and visitors. By coordinating tourism marketing efforts, COT seeks to increase
recognition of Cambridge as an important component of the Greater Boston destination, thereby developing a stable and consistent tourism base in
the local economy. The Office produces printed collateral material to assist visitors, including a Cambridge bookstore guide, a seasonal Calendar
of Events, a marketing brochure, a dining guide, a historical walking guide and a comprehensive Visitors Guide.

COT also maintains a constantly updated tourism Website and produces sales and marketing materials for the hotels to use to attract convention
and conference business to Cambridge. COT has made additions and improvements to its Website, which allows it to be more interactive and user
friendly, integrates connections with Twitter and Facebook, and enables more mobile tourism from the site. Also, COT has developed a mobile
Website that will be compatible with smart phones and handheld devices.

COT has purchased a Cambridge section on Trip Advisor, currently the most popular and utilized travel Website, that features Cambridge hotels
and restaurants via rotating advertisements, events listings, maps marking points of interests and editorial content. In coordination with the City,
COT implemented a new software system called Trumba that allows for one central calendar of all events to be on the Tourism and City Websites.

In support of this City Council Goal, the Public Information Office (PIO), has promoted these efforts and informs Cambridge citizens, City staff,
businesses, institutions and the general public through a range of outreach efforts, including the following: produced and mailed the CityView
newsletter to over 49,000 Cambridge households in November and May; produced the 2010-11 edition of The Cambridge Life Magazine & City
Resource Guide; managed and posted daily information on the City Website home page, keeping content fresh and updated; and provided ongoing
support to City departments requesting publicity assistance, Website postings and online Website calendar assistance.
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One of the many functions the Information Technology Department (ITD) fulfills is to continuously develop and improve the City‘s Website,
which provides remote access to important City resources and information. This includes the ability to transact business with online payment
options, permit and license application services, access to City Council meeting agendas and information, property search capability and City
mapping information via the GIS system. Some of the initiatives undertaken by ITD to achieve the above Goal include:

e Launched the new City Website. Designed and implemented new Library and DPW Websites.

e Launched new City webcast pages with upgraded player functionality, providing cross-platform support and smart phone compatibility.
e Created a system allowing for online reporting of potholes.

¢ Enhanced online permitting to allow for online payment of DPW permits.

e Implemented Wi-Fi service at all Youth Centers and the parks associated with them. Completed the design and implemented the network
and Wi-Fi service at the renovated CRLS.

e Received data and managed the citywide flyover project for Cambridge. The flyover took place on April 14, 2010, to enable creation of
new GIS base map layers and color orthophotos (seamless aerial photos). GIS layers include paved surfaces, buildings, rail lines, water
bodies, pavement markings, traffic features, topographic contours and an impervious surface layer.

e Improved the web-enabled interactive GIS tool, Cambridge CityViewer, for City staff and for use on the Internet. Added more data
connections and updated all of the basemap information with new April 2010 base map layers and aerial photography. Added new viewers
for both staff and public use.

e Conducted a search for, and participated in the evaluation of a new permitting system that will be implemented for Inspectional Services
and DPW.

e Enhanced online permitting capability for the DPW, Traffic and License Departments.
e Implemented online Registration and Payment System (Rec Trac) for the DHSP programs.

e Work is under way to implement a Real Estate Tax online payment mechanism, which includes an option to pay by electronic check
(ACH) or credit/debit card for a fee, prior to the first half Real Estate billing in October 2011.

The FY12 Budget includes the addition of a web innovation developer position to develop and implement new technology and improve City
services delivered on the Internet and through mobile devices as part of the City‘s Information Technology Web team. In addition, an allocation
of $535,000 in the Capital Budget will fund the planned upgrade of the Peoplesoft financial, human resources and payroll systems ($300,000);
implementation of a web-based online Permit System for Inspectional Services, which is an extension of the Cambridge Request System (CRS)
application ($75,000); upgrades to department Websites using the new Sitecore Content Management system ($75,000); upgrades to the City‘s
fiber optic network by replacing obsolete equipment ($75,000); and for enhancements to the GIS web tools for public access to City infrastructure
assets ($10,000).

The Economic Development Division of the Community Development Department provides support to the Cambridge business community
through a variety of programs and activities. The Division provides services in the following areas: commercial district revitalization (including
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the Facade Improvement and Best Retail Practices programs); technical assistance to existing and start-up entrepreneurs; support for women- and
minority- owned businesses; programs to encourage workforce development, especially in the emerging environmental or green jobs fields; and
real estate information in support of the City‘s development districts and neighborhood retail areas. The Division also maintains close
relationships with existing larger businesses to retain major employers and works to attract new businesses to the City.

In addition, CDD regularly attends meetings of associations representing the city‘s businesses and provides technical assistance to facilitate their
efforts to keep Cambridge‘s commercial districts and corridors vibrant. The City works actively through government and regional collaboration,
and directly with organizations to recruit new businesses to Cambridge and to fill vacant commercial space. Cambridge also collaborates with its
educational institutions on a variety of levels to ensure that city residents have the opportunity to share in the many resources provided by the
presence of these institutions. These collaborations have resulted in tangible advances in the City‘s climate, housing, open space, transportation
and infrastructure, education, arts, and human service initiatives.

The City continues to support within the Capital Budget the Fagade Improvement Matching Grant Program ($100,000). An additional, $150,000
in the Capital Budget supports a wide range of economic development workshops and programs that include the Retail Best Practices Program
($20,000), Biomedical Careers Program ($81,000) and small business workshops ($49,000).

Additional examples of continued work to support this City Council include:

e Provided assistance to over 140 existing and potential Cambridge entrepreneurs through small business educational workshops including
—HCommerce — Building a Web Presence,” —Real Estate Basics for Small Businesses,” —ntroduction to Record Keeping and
Accounting,” -Enhancing Your Marketing Strategy” and —ntroduction to Quickbooks.” Offered 12 two-hour financial literacy workshops
for Cambridge residents on topics such as budget and credit management, savings and banking basics.

e Building upon earlier public discussions and the Central Square Intercept Survey, supported the Red Ribbon Commission in its efforts to
enliven the Square. Provided technical assistance to residents and businesses in their initiatives to increase outdoor entertainment and
enhance the economic environment in Central Square.

e Through the Retail Best Practices Program, assisted 44 Cambridge retailers and provided 10 matching grants for interior and marketing
improvements to businesses. Through the Facade Improvement Program, provided matching grants for 12 commercial storefronts and
provided architectural design services to 10 additional businesses.

e Provided technical assistance to further strengthen the recently-established East Cambridge Street Business Association and Kendall
Square Association, in a continuing effort to support the city‘s commercial districts and corridors.

e Marketed Cambridge as a desirable location for business at networking events and conferences and by working with existing and potential
new companies, with emphasis on biotech, life sciences and green technology firms. Initiatives include collaboration with state and
regional business development officials and participation in Bio2011, the world‘s largest biotechnology conference, held in Washington,
DC, to attract additional life sciences companies to Cambridge.

page I-25



e Continued payments in lieu of tax (PILOT) agreements that the City has negotiated with Harvard University and MIT and other
institutions. Not only do these agreements provide additional revenue to the City each year, but they also provide long-term revenue
protection and stability.

e PROMOTE PUBLIC SAFETY AND ADDRESS THE CHALLENGES AND OPPORTUNITIES FOR MULTIPLE MODES OF
TRANSPORTATION TO SAFELY SHARE ROADS AND SIDEWALKS.

The FY 12 Budget provides significant resources to support this Goal. The total Public Safety Budget for FY12 is $104,151,875, or 22.1% of the
Operating Budget, and includes the following departments: Animal Commission, Fire, Police, Traffic, Parking and Transportation, Police Review
and Advisory Board, Inspectional Services, License, Weights and Measures, Electrical and Emergency Communications.

The FY'12 Budget of $39.1 million supports a Class 1 rated Fire Department with neighborhood fire stations and an accredited ambulance service.
The Insurance Services Office (ISO), through its Public Protection Program, has continued to give the City of Cambridge Fire Department a Class
1 designation, the highest rating a fire department can receive. The Class 1 designation reflects the City‘s ability to contain and control fires. Of
the more than 37,000 fire departments in the United States, only 57 are currently classified as Class 1. Cambridge is the only department in
Massachusetts rated Class 1.

The FY12 Capital Budget contains $80,000 to provide funding for the replacement of two Fire vehicles, including a Paramedic Squad van and a
Division Squad vehicle. In addition, $540,000 has been budgeted to provide funding for window replacement at Engine 3 in East Cambridge
($150,000), stair replacement ($229,000) and bathroom renovations ($136,000) at Engine 5 in Inman Square and $25,000 for miscellaneous
improvements.

The FY12 Budget of $43.5 million supports the Police Department Budget. The Police narrative provides extensive detail on its initiatives,
performance measures, goals and crime statistics. The 2010 customer satisfaction responses collected from incident reports rated the Department
at 91% satisfaction with Overall Response and 98% satisfaction with Professionalism of Officer Conduct. Several initiatives have been instituted
to continue to promote effective community partnerships, predictive deployment and enforcement strategies and programs to address crime
prevention and quality of life issues. These initiatives continue to support the Department's goal of building and maintaining relationships as well
as solving problems in the community that affect public safety. In addition, one of the major department initiatives embarked upon during 2010
that will carry the Department through FY12 is the strategic planning effort. The Police Department is identifying key initiatives, major goals and
measurable steps for assessing service delivery to the residents of and visitors to Cambridge.

In addition, the Police Department, in collaboration with the Department of Human Services Programs (DHSP) and the Cambridge Health
Alliance (CHA), has successfully initiated a Safety Net Collaboration, a diversion program for Cambridge youth and their families. The
Department works with the Pedestrian Committee, Bicycle Safety Committee and other agencies on transportation issues. Members of the
Department are assigned as liaisons to work with groups to promote alternative means of transportation and to work on the many transportation
challenges in Cambridge. The Police Department also collaborates with Cycle Kids, Inc., a program focused on healthy lifestyles, bicycle safety
and safety based curriculum, throughout the year to educate youth on safe and effective bicycle operation in the city. Lastly, the Police Department
initiated a law enforcement in-service training program to incorporate officers from the Harvard University and MIT Police Departments. This
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effort sought to promote high level training to all officers within the police departments in the city, to ensure common police practices are
instituted in the community. This combined training initiative provides a tremendous opportunity for officers to build relationships with university
police, mutual understanding of department policies, and a learning opportunity for the officers in attendance.

The License Commission works to promote public safety by conducting inspections of the licensed alcohol establishments. Inspections are carried
out in conjunction with the Inspectional Services Department and Fire Department. There are currently 265 licensed liquor establishments in the
city. The Commission also conducts routine investigations of all other categories of licenses to ensure safe and proper conduct of business. In
addition, the Commission continues to work closely with the Cambridge Licensee Advisory Board to educate establishments regarding underage
drinking.

The License Commission also strives to maintain a safe taxi industry. Semi-annual inspections are carried out. In addition, taxi school instruction
increased from 3 days to 5 days with a 60 day probationary period for all new drivers. The Commission continues to work toward reducing
complaints and increasing professionalism in the industry.

The Traffic, Parking and Transportation (TPT) Department oversees public parking and traffic operations in the city and actively promotes
walking, bicycling and transit. In support of this Goal, TPT continues to install and maintain pavement markings that support the needs of
pedestrians and bicyclists for bicycle lanes and crosswalks. Well marked travel lanes, such as the work recently done on Prospect Street, improve
safety for all travel modes. Also, bike lanes have been added on Brookline Street from Henry to Franklin Streets and on Brattle Street from Sparks
Street to Fresh Pond Parkway.

TPT performs traffic signal coordination to manage traffic volumes, while allocating time for safe use by pedestrians and bicycles. Pedestrian
countdown timers and walk indicators, just before vehicles get their green signal, support pedestrian safety. TPT provides transportation review of
large development projects, which has allowed the approved parking supply to match need, without reaching over-supply. In concert with the
transportation demand strategies being implemented at these projects, the percentage of commuters driving to work has declined, while use of
transit, walking and bicycling has increased. The increased development in Kendall Square has resulted in far fewer trips, due to these efforts, than
was anticipated in the 1970s when the urban renewal efforts started.

The FY12 Capital Budget contains $800,000 to support: Traffic Signal Repair and Upgrades ($250,000), Parking Garage Repair and Upgrades
($200,000), Parking Meters and Parking Pay Stations ($50,000) and Traffic Calming ($300,000), which focuses on redesigning streets to improve
the comfort and safety of people walking, biking and driving on them.

The Public Works Department issued the third update to the City‘s Five Year Sidewalk and Street Reconstruction Plan, which prioritizes street
and sidewalk reconstruction on the basis of condition, accessibility and location. This year‘s Plan update increased the emphasis on a —eomplete
streets” program, where streets are designed for all users—pedestrians, cyclists, bus riders, drivers and residents— and included more sidewalk
reconstruction and missing ramp reconstruction on major arterials to increase accessibility for pedestrians. The Capital Budget contains
$4,445,135 for street and sidewalk reconstruction at various locations throughout the city, which includes an additional $2.0 million from bond
proceeds. Also, an additional $2.0 million has been added to the $2.5 million appropriated last year for improvements to the Harvard Square
Tunnel and $300,000 for design services and repairs for Kendall Square.
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OUTLOOK AND CONCLUSION

While overall economic conditions have improved, there are ongoing uncertainties that will force us to be cautious in the next fiscal year. These
uncertainties include: the impact of significant federal budget reductions on local and state governments; spiraling energy costs and their impact
on inflation and the economic recovery under way; the impact of increasing health insurance costs as well as implementation of cost containment
strategies for municipalities at the state level, which are currently being formulated; and the impact of future declines in State Aid to cities and
towns.

Despite these challenges, Cambridge has survived relatively well in comparison to other municipalities both locally and nationally, while our City
continues to move forward. In fact, the City received very positive feedback in the latest biennial Citizen Opinion Survey (2010). The percentages
cited below reflect responses of excellent or good to the questions asked. Highlights of the survey include the following:

92% of respondents indicated the -Overall Quality of Life” as either excellent or good
90% indicated that Cambridge was either an excellent or good —Rlace to Live”

67% rated the -€ity Government/Overall Performance” as either excellent or good
85% rated the -Overall Quality of Their Neighborhood” as either excellent or good
76% indicated that Cambridge was either an excellent or good —lace to Raise a Child”
3% indicated that taxes are the _Single Most Important Issue Facing the City Today”

YVVYVYVYY

The survey also reflects feedback regarding specific services provided by the City. Overall, the results reflect positive rating increases over the
five prior survey averages.

The results of the Citizen Opinion Survey should be a source of pride to the City Council, Department Heads and City Staff, especially during
these challenging economic times and at a time when there is a great deal of cynicism about government in general.

The City Council adopted its Goals for FY12 and FY'13 in December 2010. These Goals are included earlier in my message or can be found in the
City Council Budget narrative in Section IV of the Budget. The administration and department heads have used these Goals in the development of
the FY 12 Budget, which can be evidenced in my message and by reading individual departmental narratives.

We will continue to use our five year financial and capital plan, debt and reserve policies and the City Council Goals as a blue print for our long-
range planning to maintain stability and predictability in our budgeting and financial planning processes. Our financial projections indicate that we
will be able to produce future budgets that will reflect a moderate growth in the property tax levy, which is our primary revenue stream. However,
the issues noted above could have a negative impact on our financial projections.

The major priority affecting future budgets will be the multi-year Elementary School Rebuilding Program in conjunction with the recently adopted
Innovation Agenda by the School Committee. Our current five year capital plan has $55 million budgeted for this purpose, with $3.0 million
recommended in FY12 for design services for the first elementary school to be upgraded. In addition, the City is in the process of updating its
Other Post Employment Benefits (OPEB) actuarial study, which is scheduled to be completed by mid-year. It is likely that the City will need to
budget additional OPEB contributions on an annual basis in the future until the City‘s unfunded pension liability is eliminated in 2029, based on
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the latest funding schedule. It is the City‘s intention to use the excess appropriations that will result when the pension liability is met to fund the
City‘s OPEB liability.

FY10 was a solid year financially for the City of Cambridge, considering the economic circumstances. Our sound financial practices have left the
City with substantial reserves including $89.3 million in Free Cash, $98.6 million in excess levy capacity, $13.0 million in Parking Fund balances
and $6.3 million in Water Fund balances. In addition, the Health Claims Trust ended FY10 with a balance of $16.2 million, with the Debt
Stabilization reflecting a $13.4 million balance and the School Stabilization Fund showing a $7.3 million balance. It is anticipated that the City
will also end FY11 in strong financial position. This Budget continues to use these reserves strategically to lessen the increase of the property tax
levy. While the above factors are important, as we continue to navigate through these difficult economic times, we also need to continue to
expand our non-property tax revenues.

The long-term outlook for Cambridge continues to be very strong as long as we continue to manage our resources wisely. This has been confirmed
by our continued AAA bond rating at a time when some communities have seen a reduction in their ratings. As I mentioned earlier in my
message, we have planned for a time when State Aid and non-property tax revenues would stop increasing. Fortunately, we have been prudent in
maintaining a healthy excess property tax levy capacity, saving and building our reserves and prudently managing our budget growth, which has
allowed us to maintain our City services.

As we are aware, Cambridge is not insulated from current economic realities, but we have positioned ourselves well to respond to these challenges
in order to preserve the high level of municipal services which residents have come to expect, as well as meet the needs of our infrastructure.

I believe we have responded to the City Council‘s Goal of producing an FY 12 Budget which reflects a 1.75% increase and a moderate growth in
the property tax levy. The growth in the property tax levy has again been impacted by reductions in State Aid. Because the City Council and City
Administration continue to operate with the same basic principles/lessons which have served us well in the past, we have been able to weather
these challenging times. These principles include: 1) understanding that failure to make difficult decisions today will lead to even more difficult
decisions in the future; 2) being realistic in our expectations in both good and bad economic times, which has resulted in us being able to manage
our resources wisely; and 3) developing effective short and long term financial, economic and programmatic planning strategies.

I am confident that we can continue to provide the wide array of services that our residents have come to expect, while working through these
difficult economic times.

Very truly yours,

i

Robert W. Healy
City Manager
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