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MAYOR SHEILA DOYLE RUSSELL WEST CAMBRIDGE YOUTH & COMMUNITY CENTER is the
culmination of a multi-year effort by parents, neighbors, elected officials and City staff to provide a suitable location
Jfor expanded programming for the youth of West Cambridge. This new facility opened in September, 2009. The
Center was previously located for many years in an apartment at Corcoran Park, a nearby Cambridge Housing
Authority building. The new 30,000 square foor Center will enable local youth to participate in a broad range of
activities in this dynamic Huron Avenue facility, designed by Cambridge Seven Associates.

Using sustainable materials and geometric forms, the building incorporates a range of green features, which will
enable it to achieve a LEED silver certification. The innovative design includes a full size gymnasium, fitness room,
[full teaching kitchen, computer study lab, a dance/performance space and an art project/craft room.

1he facility also includes a community meeting room and will allow for programming for parents and infants, seniors
and adults during school hours. The large performance space on the second floor will accommodate large groups for
dance, theatrical performances, movie viewing, community meetings and other gatherings.

The new Ce nter shares the site with the Mt. Auburn VFW, Post 8818, which sold the land to the City and used some
of the proceeds to build their own new facility, as part of the structure, at the rear of the property, allowing for the
distinct dual uses by youth and veterans from this vibrant Cambridge neighborhood.

Photo: Cambridge Seven Associates
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The Government Finance Officers Association of the United States and Canada (GFOA) presented an
Award for Distinguished Budget Presentation to the City of Cambridge for its annual budget for the fiscal
year beginning July 1, 2009.

In order to receive this award, a governmental unit must publish a budget document that meets program
criteria as a policy document, as an operation guide, as a financial plan and as a communication medium.

The award is valid for a period of one year only. We believe our current budget continues to conform to
program requirements, and we are submitting it to the GFOA to determine its eligibility for another
award.
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CITY OF CAMBRIDGE L4 EXECUTIVE DEPARTMENT

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

ADOPTED BUDGET MESSAGE

May 24, 2010

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

I herewith present to you the FY11 Operating and Capital Budgets for the City of Cambridge, approved by the City Council on May 24, 2010,
as well as the proposed FY12 - 15 Capital Plan, which reflects no revisions to the City Manager’s submitted budget.

The adopted Operating Budget of $459,705,025 represents an increase of $13,879,220, or 3.1%, over the FY10 adjusted budget. The budget
increase is largely attributable to a 3.0% cost of salary increases for employees, a 7.4% increase in employee health insurance, a 3.0% increase in
employee pension costs, a 2.0% increase in Massachusetts Water Resource Authority and State assessments, and a debt service increase of 4.6%.
Also, $1.2 million has been added to the budget to cover the cost of a 53" pay period in FY11 for employees who are paid on Thursdays. In
addition, the Operating Budget reflects a net decrease of 1 full-time position. Overall, the City has reduced 28 full-time positions since FY03
while being able to provide programmatic and operational staffing for the new major facilities the City has opened over the last two years.

This Budget accomplishes the following:

1) Maintains City and school services that citizens have come to expect and provides for a strong capital plan, which provides stability and
reinvestment in our community that is important during these difficult times and, given the current economic climate and the fiscal
challenges facing many cities and towns in the Commonwealth, 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.”
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The FY11 Adopted Budget reflects State Aid revenue amounts based on the Governor’s FY11 State Budget released in January 2010, except for
Unrestricted General Government Aid (UGGA) and Chapter 70 School Aid, which do not reflect any reductions. The adopted City Budget uses
the State Aid estimates for UGGA and Chapter 70 School Aid provided by the Senate Committee on Ways and Means in March 2010 based on
an agreement reached by House of Representative and Senate leaders. Amounts for other State Aid categories were not part of this agreement.
This translates into a 4% reduction in these two local aid categories. A reconciliation of these Budget Proposals regarding State Aid reductions
will take place in June.

The City estimates receiving $1,122,325 less in FY11 than it did in FY10 (budget to budget) for these two major local aid categories, for a total
of $26,935,840. These two local aid categories represent 5.9% of the total FY11 Operating Budget. However, there are additional net decreases
in other state aid categories equaling $65,300, which brings the total decrease to $1,187,625 for FY11.

The spending plan for the Operating and Capital Budget, as adopted, including non-budget items such as overlay reserve, calls for a total FY11
property tax levy of $285,647,600, a $16,984,615 or a 6.3% increase. It should be noted that if there was not a reduction to the UGGA and
Chapter 70 School Aid categories of $1.1 million, our estimated property tax levy increase would be 5.9% in FY11 or 5.4% if it were not for the
additional cost of funding the 53" pay period in FY11.

It is anticipated that the City will be able to use increased non-property tax revenues, such as parking fund revenue, meals excise, free cash or
other revenues, at a higher level than what is included in the FY11 Budget, once actual FY10 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 $98.6 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.

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 62% of its revenues from
the property tax. Fortunately, Cambridge has been able to stay below the Proposition 2 %2 property tax levy limit because of 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. In fact, over the
last five years, on average, 80% of residential property owners have seen a reduction, no increase or an increase of less than $100 in their tax bill.

As | noted to the City Council at this time last year, | believe that we were in a difficult period for both the FY10 and FY11 Budget cycles, which
has proved to be true. While we have been able 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 the FY12 Budget reflects a modest increase in the property tax levy.

The FY11 adopted Capital Budget totals $22,385,015, a decrease of $22,265,765 or 49.9% over the previous year. Although the total Capital
Budget has decreased substantially in FY11, the Property Tax allocation shown in the FY11 financing plan has increased from its FY10 level of
$1,000,000 to $1,850,000, due primarily to the nonrecurring funding ($700,000) for the acquisition for “toters” needed to implement “single
stream” recycling. While the Sewer component of Bond Proceeds has decreased substantially from $14,290,000 in FY'10 to $5,250,000 in FY11,
the amount appropriated from Property Tax-supported debt has increased from $1,000,000, to $7,200,000 in FY11, to fund surface improvement
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projects in Harvard ($2,000,000) and Kendall (Phase 1 Design, $500,000) Squares, as well as the first phase of the Harvard Square Tunnel
Improvement Project ($2,500,000), and building renovation projects including improvements to the East Cambridge and Inman Square Fire
Stations ($250,000), design costs for the replacement of the roof at the Ryan Garage ($100,000), improvements to the HVAC system at the
Central Square Library ($550,000), and renovations to several elementary schools ($600,000). An additional $700,000 in Bond Proceeds has
been allocated to fund the replacement of the existing artificial turf soccer field at Danehy Park as well as resurfacing the 400 meter running
track.

In keeping with the practice of recent years, the proposed FY11 Budget closely links the operating and capital expenditure plans with priorities
established by the City Council for FY10 and FY11. 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 | encourage readers to review each department’s budget in detail, the submitted budget message beginning
on page I-7 highlights the adopted spending plan to implement City Council priorities.

OUTLOOK AND CONCLUSION

As it appears that the current economic crisis is slowly diminishing, the City should be proud but humbled, that we have survived relatively well
in comparison to other municipalities both locally and nationally, while our City continues to move forward. Some communities may never fully
recover from the fiscal devastation that has occurred over the last two years. Sometimes it is easy to forget how fortunate we are and how
quickly circumstances can change. The City Council and City Administration continue to operate with the same basic principles/lessons which
have allowed the City to weather difficult economic times in the past. 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 both in good and bad economic
times, which has resulted in our being able to manage our resources wisely and; 3) developing effective short and long term financial, economic
and programmatic planning strategies.

Because of sound financial practices of this and previous City Councils and our continued strong financial condition, we have been able, in this
Budget, to maintain both City and School services, provide operating and programmatic support for the new facilities we have recently opened,
address City Council Goals and Objectives and continue to support a very ambitious public investment program. In fact, during FY10 the City
celebrated the opening of the New Main Library and the Mayor Sheila Doyle Russell West Cambridge Youth and Community Center. Also,
phased renovations to CRLS are underway.

The City Council was wise to increase the balance in the City’s Debt Stabilization Fund in FY08 and FY09 with an $8 million dollar
appropriation each year from Free Cash. The balance in the Debt Stabilization Fund is projected to be $13.2 million as of June 30, 2010. The use
of the Debt Stabilization Fund has allowed the impact of the increased property tax supported debt costs for the five major capital projects to be
partially mitigated. Likewise, the School Stabilization Fund, which is projected to have a balance of $7.2 million as of June 30, 2010, will be
used to partially fund the War Memorial renovation project. Our sound financial practices have left the City with substantial reserves including
$84.6 million in Free Cash, $98.6 million in excess levy capacity, $12.0 million in Parking Fund balances, $6.4 million in Water Fund balances
and balances in other reserve accounts. This Budget strategically uses these reserves 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.
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The following issues will impact future City budgets in the near term: 1) The Commonwealth and the federal government remain vital financial
partners in the delivery of our services. The significant reductions in the level of state support over the past two years has made it difficult for the
City to absorb them without impacting the property tax levy, even with limited growth in our budget. As resources from the American
Recovery and Reinvestment Act begin to disappear in FY12, which have been used by the State to balance its budget, cities and towns will
continue to be vulnerable to reductions in State Aid. 2) As the projected total federal budget deficit continues to grow to unprecedented levels, at
some point there will be a need to reduce federal spending, which will impact us through a reduction in direct federal grants or a reduction in
federal through state grant programs. 3) The City will soon receive the results of our actuarial study regarding our unfunded pension liability.
Currently, the City is scheduled to fully fund its pension liability in 2013, well before the 2030 deadline. While we expect this 2013 date to be
extended because of the decline in the Stock Market since 2008, the results of the new study are important since it will determine the new date
the City will fully fund its pension liability at our current contribution rate and it will provide an analysis of the increased funding levels required
to achieve full funding well before the required deadline. 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 Other Post Employment Benefits (OPEB) liability. 4) The City and Schools will begin the process of
developing an Elementary School reconstruction plan. The ultimate size and scope of the plan will have an impact on our budget and overall
Capital Budget for other projects. 5) The City and Schools have been able to negotiate a number of labor contracts which call for no salary
increase in FY12. It is the goal of the City to negotiate the same terms with the remaining bargaining units, which are unsettled, in FY12. This
will help mitigate the increase in the property tax levy in the FY12 Budget.

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. 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. 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 FY11 Budget which reflects a 3.1% increase and a moderate growth in

the property tax levy. 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,

LUkt

Robert W. Healy
City Manager
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SUMMARY: OPERATING BUDGET (all funds)

FY09 FY10 FYll
ACTUAL PROJECTED PROGRAM EXPENDITURES BUDGET
$36,193,740 $42,126,395 General Government $47,778,775
95,516,055 97,754,775 Public Safety 101,163,395
94,466,270 97,184,375 Community Maintenance & Development 98,891,195
26,022,715 28,911,780 Human Resource Development 30,102,300
128,964,805 133,004,570 Education 137,492,275
41,020,245 43,215,420 Intergovernmental 44,277,085
$422,183,830 $442,197,315 $459,705,025
FY11
FINANCING PLAN BUDGET
Taxes $314,575,015
Licenses & Permits 6,577,700
Fines & Forfeits 9,621,195
Charges for Service 69,770,355
Intergovernmental Revenue 40,444,870
Miscellaneous Revenue 18,715,890
$459,705,025

page 1-5



SUMMARY: CAPITAL BUDGET

FY11
PROGRAM EXPENDITURES BUDGET
General Government $265,000
Public Safety 675,000
Community Maintenance & Development 19,490,015
Human Resource Development 1,355,000
Education 600,000
$22,385,015
FY11
FINANCING PLAN BUDGET
Property Taxes $1,850,000
Parking Fund 775,000
Sewer Service Charge 800,000
Water Service Charge 1,750,000
Block Grant 1,552,580
Chapter 90 1,933,435
Street Preservation Offset Fund (SPOF) 260,000
MWRA Grant 576,410
MWRA Interest 417,590
Bond Proceeds 12,450,000
Golf Course Fees 20,000
$22,385,015
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CITY OF CAMBRIDGE L4 EXECUTIVE DEPARTMENT

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

SUBMITTED BUDGET MESSAGE

April 26, 2010

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

I herewith submit for your consideration the proposed FY11 Operating and Capital Budgets for the City of Cambridge as well as the proposed
FY12 - 15 Capital Plan.

The proposed Operating Budget of $459,705,025 represents an increase of $13,879,220, or 3.1%, over the FY10 adjusted budget. The budget
increase is largely attributable to a 3.0% cost of salary increases for employees, a 7.4% increase in employee health insurance, a 3.0% increase in
employee pension costs, a 2.0% increase in Massachusetts Water Resource Authority and State assessments, and a debt service increase of 4.6%.
Also, $1.2 million has been added to the budget to cover the cost of a 53" pay period in FY11 for employees who are paid on Thursdays. In
addition, the Operating Budget reflects a net decrease of 1 full-time position. Overall, the City has reduced 28 full-time positions since FY03
while being able to provide programmatic and operational staffing for the new major facilities the City has opened over the last two years.

This Budget accomplishes the following:

1) Maintains City and school services that citizens have come to expect and provides for a strong capital plan, which provides stability and
reinvestment in our community that is important during these difficult times and, given the current economic climate and the fiscal
challenges facing many cities and towns in the Commonwealth, 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.”
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SUMMARY: OPERATING BUDGET (all funds)

FYQ09 FY10 FY11
ACTUAL PROJECTED PROGRAM EXPENDITURES BUDGET
$36,193,740 $42,126,395 General Government $47,778,775
95,516,055 97,754,775 Public Safety 101,163,395
94,466,270 97,184,375 Community Maintenance & Development 98,891,195
26,022,715 28,911,780 Human Resource Development 30,102,300
128,964,805 133,004,570 Education 137,492,275
41,020,245 43,215,420 Intergovernmental 44,277,085
$422,183,830 $442,197,315 $459,705,025
FY11
FINANCING PLAN BUDGET
Taxes $314,575,015
Licenses & Permits 6,577,700
Fines & Forfeits 9,621,195
Charges for Service 69,770,355
Intergovernmental Revenue 40,444,870
Miscellaneous Revenue 18,715,890
$459,705,025
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SUMMARY: CAPITAL BUDGET

FY11
PROGRAM EXPENDITURES BUDGET
General Government $265,000
Public Safety 675,000
Community Maintenance & Development 19,490,015
Human Resource Development 1,355,000
Education 600,000
$22,385,015
FY11
FINANCING PLAN BUDGET
Property Taxes $1,850,000
Parking Fund 775,000
Sewer Service Charge 800,000
Water Service Charge 1,750,000
Block Grant 1,552,580
Chapter 90 1,933,435
Street Preservation Offset Fund (SPOF) 260,000
MWRA Grant 576,410
MWRA Interest 417,590
Bond Proceeds 12,450,000
Golf Course Fees 20,000
$22,385,015
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APPROPRIATION BY STATUTORY CATEGORY REVENUE BY SOURCE

Taxes
$314,575,015 ___
68.4% -

Salaries & Wages_
294,999,385
64.2% ™

arges for Service
$69,770,355
15.2%

Miscellaneous Revenue -
$15,715.300 - Licenses & Permiis

4.1% Intergovernmental ) L 56,577,700
Revenue Fines & Forfeits 1.4%

S40,444,570 59,621,195
5.8% 2.1%

TOTAL OPERATING BUDGET $459,705,025

FY11 State Aid revenue projections to the City are based on the Governor’s FY11 State Budget released in January 2010, except for Unrestricted
General Government Aid (UGGA) and Chapter 70 School Aid, which did not reflect any reductions. The Proposed City Budget uses the State Aid
estimates for UGGA and Chapter 70 School Aid provided by the Senate Committee on Ways and Means in March 2010 based on an agreement
reached by House of Representative and Senate leaders. Amounts for other State Aid categories were not part of this agreement. This translates
into a 4% reduction in these two local aid categories. A reconciliation of these Budget Proposals regarding State Aid reductions will take place
over the next several weeks as the State Budget process evolves. However, if these reductions are smaller than estimated, adjustments will be
made in the fall of 2010 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 $1,122,325 less in FY11 than it did in FY10 (budget to budget) for these two major local aid categories, for a total of
$26,935,840. These two local aid categories represent 5.9% of the total FY11 Operating Budget. However, there are additional net decreases in
other state aid categories equaling $65,300, which brings the total decrease to $1,187,625 for FY11.

The spending plan for the Operating and Capital Budget, as submitted, including non-budget items such as overlay reserve, calls for a total FY11
property tax levy of $285,647,600, a $16,984,615 or a 6.3% increase. It should be noted that if there was not a reduction to the UGGA and Chapter
70 School Aid categories of $1.1 million, our estimated property tax levy increase would be 5.9% in FY11 or 5.4% if it were not for the additional
cost of funding the 53" pay period in FY11.
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The actual tax levy is determined in September 2010, 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
excise, free cash or other revenues, at a higher level than what is included in the FY11 Budget, once actual FY10 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 $98.6 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.

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 62% of its revenues from
the property tax. Fortunately, Cambridge has been able to stay below the Proposition 2 % property tax levy limit because of 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. In fact, over the last five
years, on average, 80% of residential property owners have seen a reduction, no increase or an increase of less than $100 in their tax bill.

As | noted to the City Council at this time last year, | believe that we were in a difficult period for both the FY10 and FY11 Budget cycles, which
has proved to be true. While we have been able 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 the FY12 Budget reflects a modest increase in the property tax levy.

Budget Process

The FY11 Budget Process began in early Fall 2009, as it became apparent that state revenues were below estimates and more than likely, that mid-
year cuts in State Aid to cities and towns might be made in the current fiscal year, which would carryover into FY11. Fortunately, these mid-year
reductions did not materialize as they did in FY09 when the City lost $2.6 million in State Aid.

The City Manager utilized the same process used for the FY10 Budget Process. This included the City Manager and senior staff meeting
individually with Department Heads of the largest departments to review current year revenues and expenditures and to discuss and plan strategies
to reduce costs for FY10 and FY11. This process allowed the City Manager to provide feedback early in the process on suggestions for potential
recommendations before they were fully developed and before formal budget hearings were convened to review departmental budget submissions.
As was the case for the FY10 Budget Process, this exercise reinforced for Department Heads that the FY11 Budget Process would be difficult.
This meant recognizing that operating budgets would need to be reduced, including positions, in part to deal with reduced State Aid but also to
absorb salary and non-salary cost increases.

While the FY11 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. As noted, the FY11 Budget contains a net reduction of 1 full-time
position. The Departments which reflect position reductions are: Electrical (1); Cable TV (1); Emergency Management (1); Public Works (1); and
Water (1). The Departments that reflect position additions are: Library (1); License-Consumer Council (1); Fire (1); and Election (1).
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A similar process was used again in the review of unexpended Capital Budget balances, as an enhancement to our prior practice. Prior to the start
of the Capital Budget process, the City Manager met with City Department Heads to review unexpended balances contained in existing capital
budgets to determine if the balances could be reallocated to other areas or were sufficient to provide funding in FY11 for ongoing projects. Also, a
review of existing projects funded from property taxes was conducted at the same time to explore opportunities for reducing or delaying FY11
requests.

Supporting New Facilities

In FY09, the City celebrated the opening of the new state-of-the-art Public Safety Facility, which houses the Police and Emergency
Communications Departments, and the renovated War Memorial Recreation Center. In FY10, the City celebrated the opening of the New Main
Library and the Mayor Sheila Doyle Russell West Cambridge Youth and Community Center, which is featured on the Budget Cover. The Youth
and Community Center, includes youth programming space, athletic facility space and a large theatre/performance space, which enables a wide
variety of users to enjoy a large community gathering space. The new Main Library features a Cambridge History room, Children’s Room, Young
Adults Room and a computer training room, as well as performance and meeting spaces. Also, the phased renovations to the Cambridge Rindge
and Latin School (CRLS) are under way. The citizens of Cambridge will benefit from these new facilities for decades to come.

In anticipation of the opening the new Main Library, a Facilities Manager position was created though not funded in FY10, but is funded in the
FY11 Budget now that the new facility is operational.

In order to promote cost efficiencies in the operations of the new library facility, several measures have been implemented, which include a patron
self-checkout, purchasing the majority of library materials pre-processed, and acquiring software to manage time limits and printing use on public
access computers. In addition, funds to cover increased operating costs to support programmatic and facility operations have been included in the
FY11 Budget. $178,450 has been added as a result of increased programmatic and facility expenditures necessary for the operation of this
considerably larger building (approximately 102,000 square feet) and includes funding for building maintenance contracts, energy, Minuteman
Network fees, and supplies used for the processing of books and computer discs. Also, the book acquisition budget has been increased by $53,525
to comply with the Massachusetts Board of Library Commissioners standards.

Public Investment (Capital) Budget

The FY11 proposed Capital Budget totals $22,385,015, a decrease of $22,265,765 or 49.9% over the previous year. Although the total Capital
Budget has decreased substantially in FY11, the Property Tax allocation shown in the FY11 financing plan has increased from its FY10 level of
$1,000,000 to $1,850,000, due primarily to the nonrecurring funding ($700,000) for the acquisition for “toters” needed to implement “single
stream” recycling. While the Sewer component of Bond Proceeds has decreased substantially from $14,290,000 in FY10 to $5,250,000 in FY11,
the amount appropriated from Property Tax-supported debt has increased from $1,000,000, to $7,200,000 in FY11, to fund surface improvement
projects in Harvard ($2,000,000) and Kendall (Phase 1 Design, $500,000) Squares, as well as the first phase of the Harvard Square Tunnel
Improvement Project ($2,500,000), and building renovation projects including improvements to the East Cambridge and Inman Square Fire
Stations ($250,000), design costs for the replacement of the roof at the Ryan Garage ($100,000), improvements to the HVAC system at the Central
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Square Library ($550,000), and renovations to several elementary schools ($600,000). An additional $700,000 in Bond Proceeds has been
allocated to fund the replacement of the existing artificial turf soccer field at Danehy Park as well as resurfacing the 400 meter running track.

PUBLIC INVESTMENT APPROPRIATIONS PUBLIC INVESTMENT FINANCING PLAN
FISCALYEAR 2011 FISCALYEAR 2011
Golf Course Fees ~ Property Taxes
Community $20,000 $1,850,000
Maintenance & 0.1% 8.3% Parking Fund

$775,000
3.5% _Sewer Service Charge
$800,000

3.6%

Development
519,490,015
87.1%

‘Water Service Charge

e 51,750,000

7.8%

Block Grant
§1,552,580
6.9%

Chapter 90
§1,933 435
8.6%

Bond Proceeds
$12,450,000
55.6%

Public Safety
$675,000

3.0% Human Resource
Education Development

£600,000 $1,355,000

Street Preservation
Offset Fund (SPOF)

2.7% 6.0% $260,000

! MWRA Grant 11%
General Government Interest on MWRA $576.,410
$265,000 E
12% Grant 2.6%
$417,590

1.9%

Property Tax Levy and Reserves

In the past five fiscal years, we have been able to produce budgets that have reflected an average annual increase of 3.8% in the property tax levy.
In FY10, this resulted in having approximately 80.5% 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 FY11
property tax levy of $285,647,600, a $16,984,615 or 6.3% increase from FY10. This percentage increase is below the 7.1% increase that was
included in our five-year financial projections that were presented to the major credit rating agencies in January 2010. The actual tax levy is
determined in the fall as part of the property tax and classification process. In addition, the City can make adjustments to budgeted revenues as
part of this process.

As noted above, the actual tax levy is determined in the fall as part of the tax rate setting process. It is 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 residential/commercial mix.
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The FY11 Budget continues to use reserves and other non-property tax revenue to reduce the increase in the property tax levy in the following

ways:

The FY11 Budget includes the use of $8.3 million from the City’s (Debt) Stabilization Fund to offset the impact of increasing debt service
costs on the property tax levy. We anticipate using the remaining balance in future years to offset property tax levy increases for increased
debt service costs.

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

It is estimated that the City will again use $9 million in Free Cash in FY11, as it did in FY10, to lower the property tax levy increase,
which is consistent with the City’s financial plan.

The FY11 Budget includes the use of $250,000 Water Fund Retained Earnings to reduce the water rate.

The Parking Fund Revenues are providing $8,110,355 to support the Operating Budgets of various departments.

The Health Claims Trust Fund is providing $7,000,000, an increase of $250,000, to support the Health Insurance Budget.

The FY11 Budget uses $1.2 million from the School Debt Stabilization Fund to offset the drop-off in Massachusetts School Building

Authority reimbursements prior to the completion of principal and interest payments on related bond issues for two elementary schools, as
well as to cover a portion of the debt costs of the War Memorial Recreation Center.

State Aid

A summary of the current State Aid situation was discussed earlier in the section.

Local Aid refers primarily to distributions from the Commonwealth to municipal general revenue for Chapter 70 education aid, additional
assistance and lottery aid. In FY10, lottery and additional assistance revenues were combined and renamed to Unrestricted General Government
Aid (UGGA). 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 and other reimbursements. School building
reimbursements, which were once part of the Cherry Sheet, were removed when a new authority (School Building Authority) was created to
administer the program in place of the State Department of Education.

In FY10, the City is scheduled to receive $18,927,800 in UGGA and $9,130,365 in School Aid/Chapter 70 for a total of $28,058,165 or 6.3% of
the FY10 Adopted Budget.
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In FY11, the City is projecting to receive $18,170,690 in UGGA and $8,765,150 in School Aid/Chapter 70, for a total of $26,935,840. This is
$1,122,325 less than the City received in FY10 (budget to budget) for these two major local aid categories. These two local aid categories
represent 5.9% of the total FY11 Operating Budget. However, there are additional net decreases in other state aid categories equaling $65,300,
which brings the total decrease to $1,187,625 for FY11. Total State Aid is estimated at $29,034,040 for FY11.

State Aid over the last five 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 the last two fiscal years. Using the estimated FY11 amounts, the City is receiving $8,452,365 less in UGGA and $1,052,440 less in Police
Career Incentive reimbursements than it did in FYQ7, for a total loss of $9,504,805 or 34.2%. School Aid/Chapter 70 revenues were $7,772,240 in
FYO07 and increased to $9,316,695 in FY09 before being reduced over the last two fiscal years to an estimated $8,765,150.

If the City received the same amount of UGGA in FY11 as it did in FY07, the estimated property tax levy increase would only be 3.2%, or 2.8% if
there had been no reduction in the Police Career Incentive Reimbursement amount from FYO07.

: Major Cherry Sheet Revenues FY(17-FY11
Unrestricted General Government Revenue FY(7-FY11 (FY07-FYI0 are budgeted amounts, F¥11 is estimated)

(FYO7-FYI0 are budgeted amounts, F¥11 is estimated)
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In keeping with the practice of recent years, the proposed FY11 Budget closely links the operating and capital expenditure plans with priorities
established by the City Council for FY10 and FY11. 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 | encourage readers to review each department’s budget in detail, the following section highlights the
proposed spending plan to implement City Council priorities.
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APPROPRIATION BY FUNCTION
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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 opinion of Cambridge residents with regard to City services and City government. The
process also includes an opportunity for Cambridge citizens to gather to voice their concerns and opinions about what the City Council should
focus on in setting its goals. In FYQ9, the Government Operations and Rules Committee hosted a “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 of the process.
The enthusiastic reaction of the participants persuaded the City Council that the World Café should be repeated as an annual City event to foster
community. The City Council used the information from the survey and the World Café in a two-session facilitated discussion hosted by the
Government Operations Committee. The City Council focused on ensuring that each of their broad, visionary, multi-year objectives were
delineated by SMART shorter terms goals (Specific, Measurable, Attainable, Results-oriented and Time-bound). The Goals listed below were
adopted by the City Council on February 2, 2009 and reflect the priorities of the City Council for fiscal years 2010 and 2011. The Council
Objectives and Goals provide guidance to the City Administration during the annual budget planning process. The following pages provide
highlights of the Budget in support of these Goals.

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 improving the quality of life for everyone in our community in an environment of excellence while
maintaining a strong fiscal position including awareness of the impact on taxpayers.”
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e EVALUATE CITY EXPENDITURES WITH A VIEW OF MAINTAINING A STRONG FISCAL POSITION AND AWARENESS OF
THE IMPACT ON TAXPAYERS.

The FY11 Budget reflects a 3.1% increase, which would be 2.8% if not for the one-time cost of funding a 53" pay period in FY11 for employees
who are paid on Thursdays. Despite the increased costs related to health and pension costs, debt service and salary increases, the cost of a 53" pay
period in FY11 for employees who are paid on Thursdays and continued decreases in State Aid, the FY11 Budget reflects a modest property tax
levy increase of 6.3% while maintaining City services and providing for improvements to our infrastructure. This percentage increase is below the
7.1% increase that was included in our five-year financial projections that were presented to the major credit rating agencies in January 2010. 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 2010.

The City’s excess tax levy capacity, an extremely important indicator of the City’s financial health, is $98.6 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 that include the Parking Fund, Water Fund, Stabilization Fund, Health Claims Trust and Free Cash. As noted in the previous
section, the FY11 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.
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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 fiscal and other economic challenges in
FY10 and FY11 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 FY11, the cost
of property tax supported debt would be $8.3 million higher ($29.4 million vs. $21.1 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 2Y2 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. As noted, this year the
process included sessions with the largest departments very early in the process to identify reduction or cost savings opportunities.

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 opened in FY10. 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. It should be noted that the estimated FY11 reduction of $365,215 in
School Aid/Chapter 70, which is a funding source for the School Budget, has been absorbed within the City Budget. The School Department
Budget, adopted by the School Committee, reflects an increase of 2.9% in FY11.

The Capital Pay-As-You-Go Budget (capital requests funded from property taxes) for FY11 is $1,850,000, an increase from the $1,000,000
budgeted in FY10. 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 FY10. All requests that exceeded the FY10 amount were required to be designated as
“supplemental requests.” Departments that did not receive a Pay-As-You-Go appropriation in FY10 could submit an FY11 request but it was
required to be submitted as a supplemental request. The addition of new large projects financed through bond proceeds, which were not already
part of the FY11-14 plan, was restricted.

In conjunction with the sale of $33.2 million in bonds in February 2010, the City of Cambridge continued to be one of approximately 23 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 3.08%. 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.
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In its rating opinion, Moody’s Investor Services noted, “the assignment of Moody's highest quality long-term rating reflects an exceptionally
strong and resilient financial position which positions the city to weather uncertain economic conditions more favorably than most similarly-sized
cities. Additional factors supporting the Aaa rating are management's consistently conservative approach to budgeting, a large and diverse tax base
with a significant tax-exempt sector and a favorable debt profile supported by healthy enterprise systems and historically strong commonwealth
school building aid. 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 prudent fiscal strategy and beginning in fiscal 2008 has formally adopted fiscal
policies in its annual budget. Steady revenue streams, generated by its substantial and economically vibrant tax base, provide a notable degree of
flexibility to address future budgetary challenges. Notably, for the third consecutive year the adopted fiscal 2010 budget includes formal
investment, debt and reserve policies that had historically informally guided and maintained the city's financial health.”

In its rating opinion, Fitch Ratings noted that their rating rationale was based on the following: “the city’s exceptional financial management is
reflected in consistently strong financial results and reserve levels; The stable presence of higher education, healthcare, biotechnology and life
sciences industries underpins a deep, diversified and wealthy economy; and Debt levels are 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 Il of this document again 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).

Listed below are some additional activities that demonstrate the City’s achievement of this City Council Goal.

e 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 has allowed a
local option to increase the room occupancy excise by 2%. Both options were approved by the City Council in July 2009, which is
expected to yield $2.7 million in revenue in FY10. The FY11 Budget uses $10,990,000 from these two sources, which is an increase of
$1,800,000.

e The Health Care Task Force, which was established in FY10, continues to review health plan costs and opportunities to provide employees
with wellness initiatives. In FY10, this resulted in a recommendation to increase employee reimbursements for weight loss and fitness
memberships, as well as achieving $500,000 in budget savings due to changes in plan design. In FY11, $300,000 in budget savings has
been realized due to changes in plan design.
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Establishment of a working group to take advantage of accessing entitlement and competitive funds that became available to the City
through the American Recovery and Reinvestment Act (AARA) of 2009, which has resulted in the City receiving a total of $6.5 million.
Some of the larger awards include: $1.3 million for Homeless Prevention and rapid Re-Housing Programs; $1.1 million for Energy
Efficiency and Conservation Programs; $1.2 million for the School Age IDEA Grant; and $.9 million for a Community Development
Block Grant (CDBG) entitlement grant to support street and sidewalk improvements and job training programs.

The Other Post Employment Benefits (OPEB) Working Group continues to oversee the implementation of GASB 45, which in FY10
included overseeing and analyzing the results of the second OPEB actuarial study. The Working Group made recommendations to the City
Manager to accept Chapter 479 of the Acts of 2008, which provides 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 20009.

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 liability by the year 2030, as required by the Commonwealth of Massachusetts. The
latest study indicated that the City would fully fund its liability by 2013. Obviously, market conditions have changed since the completion
of the study. An updated study is under way and is expected to be completed by mid-year.

In FYO08, the City successfully completed the tri-annual Department of Revenue (DOR) certification of real and personal property
valuation process. Cambridge successfully completed a “mini” valuation process, which is required in the interim years by the DOR, to
provide a statistical validation of values. The next DOR full certification process will take place in FY11. The Assessing Department is
actively preparing for this full certification process.

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 25" consecutive year, the GFOA Award for excellence in preparation of the FY10 Operating and Capital budgets, as
well as the GFOA Certificate of Achievement for Excellence in Financial Reporting for the 24" 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.
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¢ Increased Personal Property data collection and audit verification, which increased the tax base for FY10 by $1,164,000.

e Continued collaboration with other members of the Metropolitan Area Planning Council to execute cooperative bids for recycled paper,
road salt, fuel, office products, vehicles and the bike share program to achieve cost savings and strategically expanded the City’s role in
School Department bids for goods, services and capital projects, in an effort to leverage increased volume for better value.

e 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.

In addition, the City has been able to achieve cost savings through position reductions and consolidations to reduce costs in this Budget. This
includes the merging of the functions of the Emergency Management Department with the Fire Department’s Division of Emergency
Preparedness and Coordination (EPAC). This merger was a result of a phased plan begun in FY10 and will result in the emergency management
functions being better integrated with other public safety agencies, as well as achieving costs savings. Also, a vacant part-time telephone operator
position has been reduced as a result of the full implementation of an automated call attendant telephone answering system. The Electrical
Department has reduced a vacant Assistant Electrician position, which was primarily responsible for managing telephone maintenance. These
responsibilities have been absorbed by existing Electrical Department staff. The same efficiencies have been achieved by the Cable TV, Public
Works and Water Departments, which have reduced vacant positions through attrition.

Overall, increases other than for salaries and wages, fringe benefits, energy and debt service were kept to a minimum. However, the budget does
contain some increases to cover new initiatives and operational and programmatic requirements related to the new facilities, but they are limited
due to the continued emphasis on keeping the property tax levy increase as low as possible. These increases are highlighted in the sections below.

e PRESERVE AND CREATE AFFORDABLE HOUSING FOR LOW, MODERATE AND MIDDLE-INCOME RESIDENTS, INCLUDING
FAMILIES.

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, $92.2 million has been appropriated/reserved for housing ($73.8 million), open space ($9.2
million) and historic preservation ($9.2 million). FY11 local revenues from the CPA are expected to be up slightly based on a higher property tax
levy. In addition to the CPA funds raised locally, the City receives state matching funds, which will be available in October 2010. 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 29% of the surcharge levied by each city and town.
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The Community Preservation Act Committee will be making its recommendations on the use of the FY11 CPA revenues of approximately $9.4
million from all sources during the upcoming months. Recommendations will be forwarded to the City Council for appropriation prior to the
setting of the tax rate.

The City, through its prior budget allocations to the Affordable Housing Trust and its current allocations through the CPA, has created or
preserved in excess of 3,000 units of affordable housing since the end of rent control in 1995.

The FY11 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, education, counseling
and financial assistance for first-time homebuyers; preservation of the long-term affordability of existing affordable housing; low-interest loans to
homeowners to make improvements which protect the housing stock; initiatives to increase access to affordable housing, such as inclusionary and
incentive zoning; support of the City’s non-profits in the development and management of affordable housing; coordination with the federal and
state governments to leverage additional resources; and provision of planning assistance and public information related to housing issues.

The FY11 Capital Budget contains continued funding for Housing Rehab and Development Programs in the amount of $1,052,580. 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 FY10, the Community Development Department achieved the following in support of this City Council Goal.

e Completed the sale of more than 40 affordable homeownership units to first-time homebuyers. Units were acquired through the City’s
First-time Homebuyer Financial Assistance program, the non-profit housing development program and the City’s Inclusionary Housing
program. Through these programs, more than 260 families have become homeowners in the past five years.

e Completed 34 new affordable homeownership units in Area Four at two sustainable developments on Main and Harvard Streets. Worked
with non-profit housing developers and the Cambridge Housing Authority (CHA) to preserve or create 155 affordable rental units.
Substantial rehabilitation began on 12 affordable rental units on Pine Street, while substantial upgrades were completed on 16 rental units
on Harvey Street. New projects include a 40-unit building on Putnam Avenue, which moved through the permitting process in FY10 and
will be under construction in FY11.

e Through the Affordable Housing Trust, the City made a substantial financial commitment to CHA for the preservation and revitalization of
45 units at Jackson Gardens and replacement of 60 existing units at Lincoln Way with 70 new units.

e Assisted more than 40 households through the City’s low-interest home improvement loan programs, helping to make home improvements
affordable to households and stabilizing the residency of low and moderate-income homeowners.

e Worked with private developers to create 7 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.
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e Educated 530 Cambridge residents about homeownership at monthly workshops and provided one-on-one counseling to more than 120

individuals, increasing access to homeownership opportunities for Cambridge residents. In addition to the homebuyer education classes,
special classes were offered on topics including post-purchase homeowner education, multi-family homeownership, and understanding and
repairing credit to prepare for homeownership. Translators to serve speakers of Spanish, Portuguese and Haitian Creole were available on
request.

The City Council Objectives and Goals statements contain the following goals.

SMART Goals

>

New affordable housing pilot programs which focus on moderate income residents affected by development, including municipal
employees.

The City offers several programs for moderate and middle-income residents, including the First-time Homebuyer Financial Assistance
program, which provides up to $130,000 toward the purchase of a first home. City staff also market resale units to eligible buyers. In
addition, the anticipated redevelopment of the Binney Street corridor in East Cambridge will include housing opportunities for families
earning up to 120% of area median income, which may include opportunities for City employees and neighborhood residents.

Reports from Cambridge universities on their current housing for staff and their plans for increasing housing for their staff as part
of the Planning Board Town/Gown discussions, beginning with the 2010 Town/Gown reports.

This year, the universities included a discussion of their existing and proposed housing for staff and faculty as part of their Town Gown
reports for 2009, which were submitted in December 2009. Cambridge College, Lesley University and MIT do not provide housing for staff
and faculty (with the exception of the Lesley and MIT presidents’ houses). The MIT investment company owns approximately 175 units in
Cambridge, some of which are occupied by staff or faculty. Harvard University owns about 1,936 rental units in the city that are open to
affiliates and their families; Harvard estimates that 427 faculty and staff live in that housing stock. In addition, Harvard owns 142
condominium units in Cambridge, which are available for purchase by qualifying faculty and staff. None of the schools indicated any plans to
expand the supply of faculty or staff housing at this time.

A demographic analysis of future needs and an assessment of preferred housing types for senior housing by June 30, 2010.

As part of the Aging in Community Initiative, the Community Development and Human Service Departments have begun to analyze the
longer term housing needs of seniors in the community. Beginning with a demographic analysis of the City’s population, an overview of
existing housing options and a review of current mobility trends for seniors, this analysis will be supplemented with findings from the 2010
Census. An initial report is anticipated in June 2010.
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e STRENGTHEN AND SUPPORT PUBLIC EDUCATION AND OTHER LEARNING IN CAMBRIDGE FOR THE BENEFIT OF
RESIDENTS OF ALL AGES.

The proposed FY11 Budget contains a recommended School Budget of $137,492,275, an increase of $3,928,395 or 2.9% over the current year. In
addition, $600,000 has been budgeted in the Capital Budget to fund a variety of building projects, including building envelope repairs and energy
efficiency projects in collaboration with the Department of Public Works for school buildings which are not expected to undergo major
renovations in the near future. City and School officials worked closely early in the budget process to arrive at the above budget allocation. For
additional information on the FY11 School Budget, please go to page 1VV-382, 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 FY11 Budget continues to support the following:

$127,340 to continue 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.

The Inclusion Initiative has been budgeted at $400,895, which reflects an increase of $60,000.

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 approximately 500 families in
family support services.

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.

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 more than 1,000
adults each year.

The Community Schools Division, which provides a network of neighborhood services offering educational, cultural, social and
recreational opportunities for all age groups.

The Cambridge Connections Program (Early Learning Initiative), which provides outreach and literacy related programming to at risk and
underserved linguistic and other minority families with young children.

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
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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 was successfully implemented for 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) places 900 youths each summer 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. In addition, the MSYEP collaborated
with DPW, the Youth Centers, MIT and Friends of Alewife Reservation to support a variety of projects that introduced teens to
environmental issues and careers.

e The Youth Center Division, which offers programs through a 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 and are enhanced with opening of
the new West Cambridge Youth and Community Center.

Lastly, the Community Development Department (CDD) sponsors the Employment Program Fund ($350,000) 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.

The City Council Objectives and Goals statements contain the following goals.
SMART Goals

» By June 30, 2010, a plan to increase the percentage of children entering kindergarten with the appropriate skills and “ready to
learn.”

Working in collaboration with the School Department, the early childhood community and the City Council’s Human Services Committee,
the Department of Human Service Programs developed a pilot Baby University parenting program designed to help parents better promote
their children’s physical, emotional and educational development.

» A long-term capital assessment of the elementary schools, undertaken in collaboration with the School Committee in FY10 (in order
to prepare school buildings to meet educational needs of the 21% century).

$200,000 has been allocated in the FY12 Capital Budget to conduct a feasibility study of school facilities and programs in order to develop a
comprehensive school renovation plan. This initiative will include the City Manager and the Public Investment Committee working with the
appropriate City and school officials.
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»  Along-term home for the Community Learning Center (CLC) by FY12.

The City Manager’s Office is actively engaged in finalizing the siting of a long-term home for the Community Learning Center at the old
Police Station located at 5 Western Avenue, in collaboration with the Cambridge Housing Authority (CHA). The CHA is looking to enter
into a long-term lease arrangement for its offices with the City at this site in order to provide it with a permanent location with predicable
rental costs. The City and the CHA are completing legal, construction and financing analyses in order to finalize a plan so that the design
process for renovating the building can begin. In addition to housing CHA offices and the CLC, the Multi-service Center will also be located
in this renovated building.

e FOSTER COMMUNITY AND SUPPORT NEIGHBORHOOD VITALITY. SUPPORT OPPORTUNITIES FOR CITIZENS TO
PARTICIPATE IN SETTING CITY PRIORITIES AND TO KNOW EACH OTHER WITHIN THEIR NEIGHBORHOODS AND
ACROSS THE CITY.

o VALUE AND SUPPORT THE RACIAL, SOCIOECONOMIC, CULTURAL AND RELIGIOUS DIVERSITY OF OUR CITY.

The proposed FY11 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 FY11 Budget contains support for facilities, roadways, sewer and water system improvements and other public investment
projects, which also 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 and War
Memorial Recreation Center and construction of a new West Cambridge Youth and Community Center.

In addition, the Budget supports a Class 1 rated Fire Department with neighborhood fire stations and an accredited ambulance service.

As you review the listing of annual neighborhood events listed below, its broad scope represents our commitment to the fostering of community
and neighborhood vitality.

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 and the Alexander Kemp Playground at the Cambridge
Common. New park areas recently completed include the off-leash dog run at Danehy Park, and the new City park on Memorial Drive at Western
Avenue in the Riverside neighborhood.
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In addition, the following FY11 Budget allocations support these two goals.

An allotment of $700,000 contained in the FY11 Capital Budget to provide funding to replace the existing artificial turf on the soccer field
at Danehy Park and for the resurfacing the running track.

An allocation of $475,000 from Parking Fund revenues will be used to fund parking garage repairs as well as traffic signal repairs and
upgrades.

The Capital Budget contains $2,383,435 for street and sidewalk reconstruction at various locations throughout the city. In addition, $2.5
million has been budgeted for improvements to the Harvard Square Tunnel, $2 million for additional surface improvements in Harvard

Square and $500,000 for design services for Kendall Square surface improvements. Also, $300,000 will be used for the design and
construction of traffic calming measures.

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.

An allocation of $35,000 has been included in FY11 to continue the seasonal flower program that includes construction of new planting
sites as well as enhancement of high profile intersections.

An increase of $81,930 for veterans’ benefits based on the FY10 projected costs and estimated FY11 increases, is included in the FY11

Veterans’ Budget. The veterans’ benefits budget is $627,000 with this increase. It is anticipated that the state will reimburse the City for a
portion of these cost increases.

$10,000 has been added in the Human Services Budget to keep the DCR pool located on Rindge Avenue open until Labor Day.

The City Council Objectives and Goals statements contain the following goals.

>

SMART Goals

An annual World Café to engage citizens from different backgrounds and neighborhoods to discuss the state of the City and its
priorities.

In developing their biannual goals, the City Council works through an in-depth process to ascertain the concerns and opinions of citizens and
to develop those concerns and interests into measurable goals and objectives. Since 2000, in even-numbered years, this process has included
a statistically valid telephone survey of Cambridge residents with regard to City services and City government as well as an opportunity to
gather together to voice their opinions about what the City Council should focus on in setting its goals. In 2008, the Council’s Government
Operations and Rules Committee hosted a World Café — an interactive conversational format that allowed diverse and creative viewpoints
about Cambridge’s needs to emerge - as the public comment opportunity. In 2009-2010, the City staff and City Council worked with a group
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of neighborhood representatives to host a 3-session Climate Congress, to develop recommendations on how the City can address locally the
challenges of climate change. It is expected that another World Café type of event will take place in 2010 as part of the goal setting process.

Forty annual neighborhood events that foster community and support neighbors getting to know each other (e.g., block parties).

The City sponsors, supports, permits and enables a wide range of neighborhood events that foster community. These events include outdoor
and indoor special events, neighborhood meetings to discuss public safety or infrastructure improvements, and workshops that bring people
together on specific topics. Among these are:

Special events: The City permits approximately 75 outdoor special events during the year, many sponsored by Business Associations,
nonprofits and private organizations. In addition, the Traffic Department issues approximately 50 permits for block parties per year. Newly
listed events are italicized. The outdoor annual events include: Alzheimer’s Memory Walk; An Ras Mor Road Race; Area IV Pride Day;
ArtsCentral; Bastille Day; Bicycle Commuter Appreciation Day; Boston Police Run to Remember Race; Brotherhood of St. John Run to
Home Base Road Race; Cambridge Arts Council events including the Summer in the City concerts; Cambridge Bicycle Ride; Cambridge
Community Chorus; Cambridge Friends School Music Festival; Cambridge River Festival; Caribbean Carnival; Chinese New Year
Celebration, City Dance Party; CityRun Road Race; CitySmart neighborhood events; Commute a Better Way Day; Danehy Park Family
Day; Day of Portugal Parade; Domestic Violence Candlelight Vigil; DHSP outdoor Family/Community Movie Events; DPW Road Show;
Dragon Boat Festival; Family Fun Days; Fletcher-Maynard Academy School Carnival; Fresh Pond Day; Harvard Square Sparklefest;
Hasty Pudding Man and Woman of the Year; Head of the Charles Regatta; Hoops N’ Health; Mayfair; Household Hazardous Waste
Collection Days; Inman Square Movie Night, Make Music Harvard Square; Oktoberfest; Patriot’s, Memorial and Veterans’ Day
observances; Poet Populist Event; Rabies Clinic for Dogs; Saint Anthony’s Feast; Saints Constantine and Helen Greek Church Festival;
Saints Cosmas and Damian Feast; Santa Lucia Feast; Saint Sava Church Festival; Santo Christo Feast; Shop Inman by Moonlight; Taste of
Cambridge; Tommy Doyle’s Charity Road Race; Urban Ag Fair and River Sing; Walk for Haiti; Walk for Literacy; Walkathon for Starlight
Ministries; and Water Week.

Many City supported indoor events occur annually including: Area IV Health Fair; Cambridge Arts Council Gallery events; Cambridge
Science Festival; Family Literacy Fun Day; City Scholarship Award Ceremony; DHSP indoor Family/Community Movie Events;
Employee’s Committee on Diversity’s Black History Month events; Fresh Pond Stewardship Awards; Go Green Awards; Holocaust
Memorial; John Madden Football Tournament, Men’s Health Breakfast and National Fair Housing event.

In addition, there are a wide range of annual events coordinated by the Office of the Mayor, which include: Back To School community
events; Black History Month; Boys Group Event; Boy Scout kickoff Breakfast; CPS Graduations; CRLS Tolerance Education event;
December Holiday Party; EID Muslim celebration of the end of Ramadan; Gay Pride Celebration; GLBT Town Meeting; Haitian Flag Day;
Harvard and MIT Senior Picnics; Italian Heritage Month; Latino History Month; Mayor’s Cup Youth Baseball Tournament; Mayor’s Girls
Group Graduation; Mayor’s State of the City Event; National Public Health Week reception; Police Auxiliary Dinner; Saint Patrick’s Day;
School Receptions with family liaisons and teachers; Senior Town Meeting; and Women’s History Month.

Other community building events include: Block Parties at Moore and Frisoli Youth Centers; 4 events through Center for Families
(including 2 family dances); Haunted House at Frisoli Youth Center and Halloween Neighborhood events at most Community Schools;
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Latkes Party; Outdoor youth basketball leagues; and Charity and Youth Golf Tournaments. In addition, the Community Schools celebrated
their 40™ anniversary in 2010 and held events bringing together residents from every neighborhood of the city.

Public Safety: Neighborhood Sergeants meetings are held at least twice a year in each of the City’s 13 neighborhoods. More meetings are
held as needs or interests require. All public safety departments have participated in critical incident response training regarding a school-
based incident. The collaborative team training included participants from the Police Department, Fire Department, Emergency Medical
Services, City Officials and School Department personnel. This training exercise has allowed the City to better prepare for and respond to a
real critical incident and enhance communication among agencies. This collaborative team training concept will continue in FY11.

Infrastructure Improvements/Other: The Department of Public Works (DPW) conducts public meetings as part of major sewer and
drainage improvements, working in coordination with the Community Development Department (CDD) when opportunities exist for
significant surface infrastructure improvements. During the past year, DPW completed a series of public meetings and surveys of neighbors
in the Whittemore Avenue area, where construction on significant sewer separation started in spring 2010. More recently, CDD has begun
work with a citizen advisory committee, as well as public meetings and neighborhood walks, in order to engage the community in planning
for the surface improvements associated with upcoming sewer infrastructure improvements along Western Avenue. The DPW anticipates a
similar level of citizen engagement during other sewer and drainage improvements in the areas of Huron Avenue between Fresh Pond
Parkway and Lakeview Avenue. The Department also regularly hosts construction information meetings for neighbors about a range of
smaller infrastructure projects.

CDD holds park planning community meetings as part of the process of designing park renovations. Recent meetings were held on
upcoming improvements to Sennott Park. Many of CDD’s ongoing activities also build and foster community, including: monthly First
Time Homebuyer Workshops; a series of Business Development Workshops (September through May); ongoing Neighborhood Studies; and
the work of the Bicycle, Pedestrian and Climate Action Committees. In addition, in FY10, CDD conducted a number of outreach meetings
on topics of current interest, including the new Stretch Energy Code, ways to support Aging in the Community, and plans to improve access
to and enjoyment of the Charles River.

A pilot “Get to Know Your Neighbor” campaign in 4 neighborhoods by June 30, 2010.

The Cambridge Police Department (CPD), in collaboration with the Department of Human Services, Cambridge Housing Authority,
Margaret Fuller House and the North Cambridge Crime Task Force, coordinated an initiative to foster community and re-energize
neighborhood vitality through community outreach and activities focused especially on several housing developments in Area IV and North
Cambridge. Members of the Police and Human Services Departments and affiliated organizations worked with five (5) local areas to create
an initiative that allowed neighbors to get to know each other as well as an opportunity for forums to advise neighbors on available resources
in the community. This initiative included the following areas in its “Door-to-Door” outreach campaign: Newtowne Court/Washington
Elms; Fresh Pond Apartments/Jefferson Park; Walden Square; and Lincoln Way.

The door-to-door campaign involved various housing developments and staff from various City departments, who introduced themselves,
identified resources that are needed by the community and 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, on
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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 FY11 with a focus on some additional
neighborhoods and continued follow up with neighborhoods already involved in the initiative.

A report by a citizen/business/staff task force on Improving Sidewalk Activity by June 30, 2010.

A Task Force was established by the City Manager, bringing together business owners, residents and City staff to discuss ways to increase
outdoor and sidewalk activity and generally improve nightlife. Two Special Events Workshops were held in FY10 to inform the public
about how to permit outdoor events. The City, in collaboration with the Cambridge Office of Tourism, will be creating a centralized, web-
based community calendar that will include City-sponsored as well as neighborhood and privately initiated events and activities. The Task
Force will continue to meet to explore other opportunities in FY11.

The City’s Five Year Street and Sidewalk Plan places a priority on widening sidewalks and increasing the number of traffic calming devices,
in order to support improved sidewalk activity and neighborhood vitality throughout the city. These projects will enliven sidewalk activity
while enabling better access for all citizens. Locations include Prospect Street, Brookline Street, Brattle Street, Blanchard Road, Appian
Way, Cameron Avenue, Cedar Street and Middlesex Street.

The License Commission continues to meet with neighborhood and business groups regarding all applications for additional sidewalk patios,
on both public and private property, with and without alcohol service. To date, the City Manager has approved 19 alcohol service restaurants
to lease public space adjacent to their restaurants as well as many additional non-alcohol serving restaurants. Sidewalk dining, which is now
permitted from March 1 though November 30, has been positively received by Cambridge businesses, residents and visitors for its
revitalizing of the streetscape and the opportunity it provides to enjoy the good weather, while dining at one of Cambridge’s many fine
restaurants. City staff has implemented improvements to the approval process for the outdoor dining program to promote increased sidewalk
activity while enhancing the environment for pedestrians. The improvements resulted from discussions with the Pedestrian Committee and
the Commission for Persons with Disabilities.

A complete plan for Aging in the Community by June 30, 2010 (including services and physical aspects, housing options, retail,
transportation, green space, for all incomes).

During FY 10, the Community Development and Human Service Departments continued to develop a plan for Aging in the Community. City
staff presented initial findings to many neighborhood groups, including the Agassiz Neighborhood Council, Area IV Coalition,
Cambridgeport Neighborhood Association, East Cambridge Planning Team, Mid-Cambridge Neighborhood Association and the North
Cambridge Stabilization Committee. City staff continued bimonthly meetings with service providers and neighborhood groups to share
information and planning around Aging in Place. A draft report is anticipated by the end of FY 10.
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» Annual report to the City Council on affirmative action adherence leading to a Plan (with measureable goals) to increase racial and
cultural diversity in City employment. First report by June 30, 2010.

Comparing U.S. Census labor market data with the City’s workforce, the Director of the City’s Affirmative Action Office (AAQO) assists
departments in establishing hiring goals to increase participation in the City’s labor force which reflects the race, ethnicity and other
protected status of the labor market from which such employees are drawn. As part of this effort, the AAO Director works with departments
to determine measurable affirmative action goals for hiring people with protected status. The Affirmative Action Director will assist
departments in recruiting and hiring processes to ensure a diverse pool of qualified applicants. The Affirmative Action Director, in
cooperation with the Affirmative Action Advisory Committee (AAAC) and the Personnel Department, has begun assisting and advising
those departments that reflect under-utilization in any of the eight (8) EEO-4 categories. The first report will be issued by the end of FY10.

» Anincreased level of recruitment and opportunities for membership on boards and commissions.

The City publicizes vacancies on Boards and Commissions through distribution of news releases to the Cambridge Chronicle, Boston Metro,
CCTV and City TV 8. Vacancy notices are also posted on the City’s Website and Common Ground Intranet site. In addition, an article about
Boards and Commissions will be included in the Spring-Summer 2010 issue of the CityView newsletter that is direct mailed to over 48,000
Cambridge households. Departments responsible for staffing some of the Commissions and Boards may also publicize through additional
distribution lists. The City Manager will continue to emphasize this recruitment effort to all Department Heads and monitor for compliance
with this goal.

e PROMOTE A HEALTHY ENVIRONMENT BY ADOPTING ENVIRONMENTALLY SOUND AND ENERGY EFFICIENT PRACTICES
THROUGHOUT THE COMMUNITY.

City Departments continue to implement strategies to demonstrate progress in achieving this City Council Goal. A good example of this
commitment is the Cambridge Employee GreenSense program, an interdepartmental working group engaging 70 “Energy Champions” to promote
energy-efficient practices in their departments. There have been 4 quarterly tips disseminated to departments, which include: Turn It Off! - Turn
off unnecessary lights and equipment; Power Down - Shut down your computer and other office equipment at the end of the day; Summer Sense
- Reduce "peak demand” in summer months; and Use Your (Green Senses) - Report air and water leaks. There has been a 5% reduction in
electricity consumption during the first year of GreenSense.

In addition, the Cambridge Energy Alliance, a groundbreaking effort to reduce energy consumption, is now providing services to all sectors of the
community, including advice on energy conservation and renewable energy. All recently constructed municipal building projects were built or
renovated according to green building principals embodied in the U.S. Green Building Council’s Leadership in Energy Efficient Design (LEED)
certification program.

The FY11 Capital Budget includes $700,000 to purchase approximately 16,000 recycling toters for 1-5 unit residences as part of the launching of
the Single Stream curbside recycling (SSR) program in Cambridge, scheduled for fall 2010. In this program, all recyclable materials, including
clean papers, cardboard and containers can be placed together in a wheeled toter to be provided by the City. Under this program, residents will be
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able to recycle more materials including all cardboard, empty pizza boxes, big plastic items (laundry baskets, buckets, toys) and empty coffee

cups.

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

Exceeded the City Council's goal of planting 500 trees by June 30, 2010, while meeting the Council goal of providing sufficient width to
accommodate street trees whenever possible in all street and sidewalk reconstruction. The Department planted over 550 new trees,
including 150 trees that were installed during sidewalk improvement projects. In addition, $100,000 has been added in the FY11 Budget to
support tree pruning of street, park and cemetery trees.

Received the National Arbor Day Foundation Tree City USA award for the 17th consecutive year, as well as the Foundation’s more
prestigious Growth Award for the 2nd consecutive year.

Collected nearly 100,000 pounds of food waste in the drop-off program, more than doubling last year’s total.

Received $150,000 in American Reinvestment and Recovery Act funds to perform a pilot study of improving stormwater quality through
vacuum street sweeping.

Coordinated an inter-departmental effort to provide for energy efficiency improvements at municipal buildings using $760,000 in US
Department of Energy funding under the Energy Efficiency and Conservation Block Grant program. During the next 3 years, this funding
will be used to reduce energy use at up to 15 buildings through upgrades such as the replacement of old boilers with high-efficiency
condensing units, lighting upgrades and occupancy sensors, HVAC controls, and various operations & maintenance modifications. Many
improvements will leverage additional funding through NStar energy rebates.

$550,000 has been included for the HVAC upgrade at the Central Square Library. This upgrade will replace the heating and cooling units,
which will improve indoor air quality.

The Cambridge Clean Air Cab Policy continues to flourish this fiscal year, with the addition of 6 more taxicabs converting to hybrids,
bringing the total to 19 on the road. Grants of $10,000 continue to be issued from the sale of the hybrid medallion in 2009. The total
grants to date top $190,000, with a goal of issuing $60,000 more before the end of the fiscal year. These conversions should bring at least
10% of the total number of taxicabs in the city into use as hybrids, making it one of the most successful green fleet programs in the
country.

The FY11 Budget supports the purchase of 20% of the City’s electrical load from renewable sources through a $34,000 increase in the
FY11 Budget.

Completed the first year of CitySmart, a grant-funded social marketing program to encourage residents to switch from driving to more
sustainable modes such as walking, biking or taking public transit. Over 600 Cambridgeport households received targeted information.
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Ridership on EZRide, the City- and business-supported shuttle service, continued to increase, climbing 9% over 2008 totals, with daily
ridership numbers exceeding 1,600 passengers. Continued to assist businesses with developing transportation demand management
programs. The FY11 Budget includes $10,500 to cover the increased cost of the City share of the operation of the EZ Ride Shuttle.

Funds have been included in the FY11 Capital Budget to continue the reconstruction of the City’s sewer and surface drainage system in
the amount of $7,044,000. Projects included in this program are funded through a combination of general obligation bonds and current
sewer revenues. In addition, $1,750,000 has been included in the Capital Budget for water system improvements.

The City Council Objectives and Goals statements contain the following goals.

SMART Goals

>

Green Jobs recommendations developed by January 1, 2010.

Working with the a Green Jobs Task Force, the Community Development and Human Services Departments developed a pilot Green Jobs
Program with an emphasis on training for jobs in energy efficiency and weatherization, and green building maintenance. The first
participants began their training in spring 2010.

500 newly planted city trees per year by June 30, 2010.

In FY10, the DPW will have planted approximately 550 street trees, exceeding the City Council goal of planting 500 trees, while meeting its
goal of providing sufficient sidewalk width to accommodate street trees whenever possible on all street and sidewalk reconstruction.

A comprehensive green zoning regulation plan for sustainable development by June 30, 2011, which includes noise issues.

A Green Building/Zoning Task Force, which included business and neighborhood representatives, a Planning Board member, participants
from the universities and staff from the Community Development Department, forwarded recommendations to the City Council on new
green building standards, zoning incentives to include green roofs in building projects and ways to remove zoning impediments to more
energy efficient practices. The Council will be considering these recommendations during 2010.

Sufficient sidewalk width to accommodate street trees when possible in all street and sidewalk reconstruction.

The Department of Public Works (DPW), as part of their planning process for street improvements, continues to prioritize balancing the
need for sufficient sidewalk width with the goal of maximizing the number of new trees that can be planted during sidewalk reconstruction
projects. In order to maintain adequate sidewalk width as part of sidewalk reconstruction, DPW will continue to emphasize back-of-
sidewalk opportunities, where street trees can be planted on private property within 20 feet of the sidewalk, at no cost to homeowners.
Moreover, in order to better protect our urban forest, the City has adopted more stringent tree protection requirements as part of all
construction projects.
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e PROMOTE DOING BUSINESS IN CAMBRIDGE AND WORK TO STRENGTHEN MUTUALLY BENEFICIAL PARTNERSHIPS
WITH BUSINESSES AND UNIVERSITIES.

Cambridge has been fortunate that it has been able to operate within the confines of Proposition 2%. 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.

Throughout this document, you will find references to the payments in lieu of tax (PILOT) agreements that the City has negotiated with Harvard
University and MIT. Not only do these agreements provide additional revenue to the City each year, but they also provide long-term revenue
protection and stability. In addition, the City has formed many partnerships with local businesses. For example, the City expanded public
plantings and partnerships around the maintenance of public spaces.

The Cambridge Office for Tourism (COT), with a budget of $407,700, is a non-profit agency that receives City funding and serves as the central
clearinghouse for all tourism marketing and visitor information in Cambridge. The FY11 budget includes an additional $52,700 to enhance its
presence on the Internet through advertising and promotions. This funding increase fulfils a commitment to the restaurant and hotel community
that a portion of additional revenues generated by the City from the acceptance of local option meals and hotel/motel excises in July 2009 would
be used to support the COT activities. The 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, the 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 Economic Development Division of the Community Development Department provides support to the Cambridge business community
through a variety of programs and activities. A healthy business climate not only benefits individual enterprises, but also generates jobs, tax
revenue and supports an array of goods and services. The Division provides services in the following areas: commercial district revitalization
(including the Facade Improvement and Best Retail Practices programs); technical assistance to existing and start-up entrepreneurs through an
extensive series of workshops, such as “Steps to Starting Your Own Business” and “E-Marketing;” support for women- and minority- owned
businesses; programs to encourage workforce development, especially in the biotech and emerging environmental fields; and real estate
information in support of the City’s development districts and neighborhood retail areas. Other activities include:

e Worked with the Mayor and various City departments to convene a Green Jobs Task Force, charged with researching and developing a
green collar jobs program. The resulting Green Jobs Program was launched in April 2010, offering training in energy efficiency and
weatherization, and green building maintenance.

e Held a large meeting of Central Square residents and businesses to discuss ways to enhance the economic vitality of the square. In
preparation for this event, staff conducted an intercept survey with more than 340 respondents. Subsequent focus group discussions were
held in April 2010.
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Through the Retail Best Practices Program, assisted 40 Cambridge retailers and provided 11 matching grants for interior and marketing
improvements to businesses. Through the Fagade Improvement Program, provided matching grants for 10 commercial storefronts and
provided architectural design services to 10 additional businesses.

Provided assistance to 125 existing Cambridge business owners and potential entrepreneurs through educational workshops including
“Using Social Media to Market your Business,” “Introduction to Quickbooks,” “Pricing Strategies” and “Web-based Business
Development.”

Supported Just-A-Start’s Cambridge Biomedical Careers program through which 18 Cambridge residents upgraded their skills in
preparation for jobs in the local health care and bio-medical sectors.

Participated in the world’s largest biotechnology conference, “Bi02010,” held in Chicago, to attract additional life sciences companies to
Cambridge.

Provided training to various biotechnology agencies to highlight security concerns that are faced by these private companies as well as
advice on how businesses can respond to security threats. Training was also focused on how businesses can prepare for a police, fire and
medical response.

The City continues to support within the Capital Budget the Facade 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).

>

SMART Goals

A report to the City Council’s Economic Development Committee on successful nightlife campaigns in 3 communities across the US
by June 30, 2010.

The Economic Development Division of CDD, with the assistance of the License Commission Chair, is researching nightlife campaigns in
Austin, Texas; Berkeley, California; Atlanta’s Buckhead area, Georgia; Madison, Wisconsin; and New Haven, Connecticut. These
communities have major universities, similar demographics, good to adequate public transit, proximity to other major metropolitan
communities and the perception of substantial nightlife activity. A report summarizing findings will be complete by June 2010.

A set of zoning initiatives and negotiation to sustain and expand ground floor retail.

During FY11, the Community Planning Division of CDD will consider zoning recommendations on ways to sustain and expand successful
ground floor retail as part of the ongoing North Mass Ave Corridor Study effort.

All neighborhood studies undertaken by CDD to include a discussion of appropriate retail mix and recommendations for achieving
that mix.

All neighborhood studies facilitated by Community Development now include an inventory of existing retail spaces, a discussion of the
desired retail and a strategy to achieve that mix.
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OUTLOOK AND CONCLUSION

As it appears that the current economic crisis is slowly diminishing, the City should be proud but humbled, that we have survived relatively well in
comparison to other municipalities both locally and nationally, while our City continues to move forward. Some communities may never fully
recover from the fiscal devastation that has occurred over the last two years. Sometimes it is easy to forget how fortunate we are and how quickly
circumstances can change. As | 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.

The City Council was wise to increase the balance in the City’s Debt Stabilization Fund in FY08 and FY09 with an $8 million dollar appropriation
each year from Free Cash. The balance in the Debt Stabilization Fund is projected to be $13.2 million as of June 30, 2010. The use of the Debt
Stabilization Fund has allowed the impact of the increased property tax supported debt costs for the five major capital projects to be partially
mitigated. Likewise, the School Stabilization Fund, which is projected to have a balance of $7.2 million as of June 30, 2010, will be used to
partially fund the War Memorial renovation project. Our sound financial practices have left the City with substantial reserves including $84.6
million in Free Cash, $98.6 million in excess levy capacity, $12.0 million in Parking Fund balances, $6.4 million in Water Fund balances and
balances in other reserve accounts. This Budget strategically uses these reserves 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.

Because of sound financial practices of this and previous City Councils and our continued strong financial condition, we have been able, in this
Budget, to maintain both City and School services, provide operating and programmatic support for the new facilities we have recently opened,
address City Council Goals and Objectives and continue to support a very ambitious public investment program. Because of the level of continued
fiscal uncertainty, we have proceeded cautiously in the development of the FY11 Budget. This will also be the case for FY12.

The following issues will impact future City budgets in the near term: 1) The Commonwealth and the federal government remain vital financial
partners in the delivery of our services. The significant reductions in the level of state support over the past two years has made it difficult for the
City to absorb them without impacting the property tax levy, even with limited growth in our budget. As resources from the American Recovery
and Reinvestment Act begin to disappear in FY12, which have been used by the State to balance its budget, cities and towns will continue to be
vulnerable to reductions in State Aid. 2) As the projected total federal budget deficit continues to grow to unprecedented levels, at some point
there will be a need to reduce federal spending, which will impact us through a reduction in direct federal grants or a reduction in federal through
state grant programs. 3) The City will soon receive the results of our actuarial study regarding our unfunded pension liability. Currently, the City is
scheduled to fully fund its pension liability in 2013, well before the 2030 deadline. While we expect this 2013 date to be extended because of the
decline in the Stock Market since 2008, the results of the new study are important since it will determine the new date the City will fully fund its
pension liability at our current contribution rate and it will provide an analysis of the increased funding levels required to achieve full funding well
before the required deadline. 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 Other Post Employment Benefits (OPEB) liability. 4) The City and Schools will begin the process of developing an Elementary School
reconstruction plan. The ultimate size and scope of the plan will have an impact on our budget and overall Capital Budget for other projects. 5)
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The City and Schools have been able to negotiate a number of labor contracts which call for no salary increase in FY12. It is the goal of the City to
negotiate the same terms with the remaining bargaining units, which are unsettled, in FY12. This will help mitigate the increase in the property tax
levy in the FY12 Budget. These are some of the issues the City will be facing over the next few years.

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. 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. 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 FY11 Budget which reflects a 3.1% 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 difficult economic 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 both in 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,

LUkt

Robert W. Healy
City Manager
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BUDGET CALENDAR

December 2009

December 9, 2009

December 7, 2009
through
December 18, 2009

January 2010

January 11, 2010

Preliminary budget meetings between
City Manager, finance staff and heads of
the largest Departments.

Briefing on FY11 budget guidelines and
schedule with City Manager and
Department Heads.

Distribution of budget notebook and
materials to Departments.

Meeting of departmental finance
personnel with budget staff.

All personnel analysis sheets reviewed
for accuracy.

All corrections placed on the personnel
analysis sheets.

All personnel analysis sheets returned to
the Budget Office.

Additional budget reviews with City
Manager, finance staff and heads of the
largest Departments.

Capital balance review between City
Manager, finance staff and Department
Heads.

Deadline for budget submission to the
City Manager.

Department benchmarks updated as of
12/31/09.

January 25, 2010
through
March 12, 2010

March 13, 2010

through
March 30, 2010

April 26, 2010

May 5, 2010
through
May 21, 2010
May 24, 2010
June 9, 2010

June 30, 2010

July 1, 2010

Formal department presentations to the
City Manager

City Manager and Budget staffs conduct
final review of departmental budgets.

Submission of the City Manager’s
Budget to the City Council.
Department benchmarks updated as of
3/31/10.

Dates for public hearing on FY11
Budget.

Projected Budget Adopted by City
Council.

Deadline for City Council adoption of
the Budget.

City Manager’s transmittal of chart of
accounts and allotment plan (based on
departmental work-plans) to the City
Auditor for execution.

Begin execution of FY11 allotment
plans.
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BUDGET PROCESS

The preparation of the Annual Budget for the City of Cambridge
is governed by the provisions of Chapter 44 of the Massachusetts
General Laws. The budget cycle for FY11 was initiated in
November 2009. At that time budget staff met with the City
Manager and Finance Director to update the City’s 5-year
financial projections in order to establish general budgetary
guidelines and limitations for the coming year.

For FY11, the Budget staff continued to work with Departments
on refining the budget format adopted in FY97, which emphasizes
quantifiable and concise narratives. The emphasis during the
FY11 budget cycle was on the further integration of City Council
goals and objectives with departmental goals and performance
measures. This is the 15th year of the format, which allows the
City Manager and the City Council to better quantify City
services. This format is based on a system of goals and measures
that are quantifiable and calculate selected unit costs of services
where applicable. Working within this framework has facilitated
the continuing refinement of the budget document. In the FY11
budget, some goals and measures were eliminated, replaced
and/or expanded, resulting in goals and measures that are more
comprehensive, significant or illustrative of the services and
programs provided by City departments. Through continued use
and constant updating, the budget continues to evolve into a more
comprehensive document containing a goals and measures system
that accurately reflects data concerning City systems.

Prior to meeting with all department heads and fiscal personnel,
the City Manager and finance staff met with the heads of the
largest departments to review current year revenues and
expenditures in anticipation of mid-year cuts in State Aid that
would carry over into FY11 and to make recommendations to
achieve cost reductions and revenue enhancements. The primary
objective of these meetings was to emphasize that the FY11

budget process would again be more difficult than those of recent
years.  Additional follow-up meetings were held prior to
departmental budget hearings. Also, a similar process was used to
identify available capital balances to determine whether they
could be reallocated to other areas, or were sufficient to provide
funding in FY11 for ongoing projects. After these meetings were
held, the City Manager convened the annual citywide budget
meeting attended by all department heads and finance personnel.
At this meeting the City Manager gave a general overview of the
state of the economy, discussed the budget format and outlined
specific guidelines for the preparation of individual department
budgets, taking into consideration recommendations derived from
the sessions with the heads of the largest departments. The City
Manager emphasized the need to reduce the growth in budgets by
eliminating positions and identifying other cost reductions so that
the following fixed cost increases may be absorbed without
having an adverse effect on the total budget: COLA, Pensions
and Health Insurance costs can increase as required; and all non-
personnel operating items known to be increasing due to
contractual terms must be absorbed within the budget and not
knowingly under-budgeted, except for costs associated with the
opening of the new facilities in FY10. The City Manager’s
guidelines also included the following: major contracts for
services must be reviewed to ensure that departments have
sufficient funds to meet contractual needs; budgets are to be level
funded; extraordinary expenditures must be revised and one time
items from the current year eliminated; departments should expect
that reductions can be made during the review process; and the
supplemental request process remained the same, with requests for
new or expanded services submitted separately outside the base
budget. If a request for supplemental funds was submitted, it was
necessary to identify a corresponding decrease before this request
could be considered. It was emphasized that the FY11 goal was to
submit a budget to the City Council that supports Council
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priorities and the programmatic and operational needs associated
with the new facilities. A particular emphasis has been placed on
the goal to evaluate all expenditures with a view of maintaining
the strong fiscal condition that the City has experienced over the
past several years and alleviating the impact on the taxpayers.
Each department subsequently met with the Budget staff to review
the budget format and to aid in the development of goals and
performance measures. These operating budgets, which include
expenditure and revenue estimates and significant departmental
accomplishments of the previous budget year, were submitted to
the City Manager by January 11, 2010.

From mid-January through mid-March, each department made a
presentation to the City Manager justifying proposed budget
decreases, increases, supplemental budget requests, and program
changes for the coming year. The City Manager also reviewed
goals and performance measures and their integration with City
Council goals. Specific requests were negotiated during these
sessions and appropriate revisions were made to the submitted
budgets.

It is important to note that at this stage of the process in past years
the City Manager has increased or decreased the budget based on
the priorities of the City Council and the Administration.
However, due to the need to control overall budget increases with
particular attention paid to those financed through property taxes,
supplemental requests generally were not funded unless a
corresponding decrease was identified and built into the FY11
budget, except for programmatic and operational increases related
to the new facilities.

From mid-March through late-April, the Budget and City
Manager’s staff finalized the Annual Budget document for
submission to the City Council. By state law, the budget must be
submitted to the City Council within 170 days after the Council
organizes in early January. The City Manager will submit the
FY11 Budget to the City Council on April 26, 2010.

From May 5 — May 21, the City Council will hold a series of
public hearings to solicit citizen participation regarding
departmental budget requests. The City Council has the
jurisdiction to make reductions, but cannot increase the proposed
budget without the consent of the City Manager. Following
submission of the budget, the City Council has 45 days in which
to act (June 9.) The City Council is projected to adopt the FY11
Budget on May 24, 2010. The Annual Budget for FY11 becomes
effective July 1, 2010.

BUDGET PROCEDURE

The following sections of Chapter 44 of the Massachusetts
General Laws govern the budget procedure for the City of
Cambridge.

CHAPTER 44, SECTION 31A. REPORT OF ESTIMATED
EXPENSES; PERIOD COVERED; CONTENTS. Every officer of
any city except Boston having charge of, or jurisdiction over, any
office, department or undertaking, requesting an appropriation
shall, between November first and December first of each year,
furnish the mayor and the city auditor, or officer having similar
duties, on forms provided by the city auditor or officer having
similar duties, and approved by the bureau of accounts in the
department of corporations and taxation, detailed estimates of the
full amounts deemed necessary for the next fiscal year for the
ordinary maintenance of the office, department or undertaking
under his charge or jurisdiction, and for expenditures other than
the ordinary maintenance, with the amounts, if any, expended for
similar purposes during the preceding fiscal year and during the
first four months of the then current fiscal year, and an estimate of
the amounts required to be expended for such purposes during the
last eight months of the then current fiscal year, giving
explanatory statements of any differences between the amount of
any estimate for the next fiscal year and the amount expended or
estimated to be required as aforesaid.
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The information hereby required to be furnished shall set forth the
number of permanent or temporary employees, or both, requested
in each classification or rating in the next fiscal year and the
number of permanent or temporary employees, or both, employed
on October thirty-first of the then fiscal year, or the nearest week-
end thereto, except laborers and persons performing the duties of
laborers, with the annual, monthly, weekly or hourly
compensation of such employees, and shall state whether such
compensation is fixed by ordinance or otherwise and whether or
not such employees are subject to chapter thirty-one.

The foregoing shall not prevent any city, upon recommendation of
the mayor, from so setting forth the number of permanent or
temporary laborers and persons performing the duties of laborers,
or both such permanent and temporary laborers and persons, with
the annual, monthly, weekly or hourly compensation of such
employees.

The city auditor, or officer having similar duties, shall forthwith at
the close of each calendar year furnish the mayor with a written
report of the money received from estimated receipts applicable to
the payment of expenditures of the first six months of the then
current fiscal year, with an estimate of such receipts for the last
six months of such year and for the next fiscal year.

CHAPTER 44, SECTION 33A. SALARY PROVISIONS IN
BUDGET; REQUIREMENTS AND LIMITATIONS. The annual
budget shall include sums sufficient to pay the salaries of officers
and employees fixed by law or by ordinance. Notwithstanding any
contrary provision of any city charter, no ordinance providing for
an increase in the salaries and wages of municipal officers and
employees shall be enacted except by a two-thirds vote of the City
Council, nor unless it is to be operative for more than three
months during the calendar year in which it is passed. No new
position shall be created or increase in rate made by ordinance,
vote or appointment during the financial year subsequent to the

submission of the annual budget unless provision therefor has
been made by means of a supplemental appropriation. No
ordinance, vote or appointment creating a new position in any
year in which a municipal election is held shall be valid and
effective unless said ordinance, vote or appointment is operative
for more than three months during said municipal election year.

CHAPTER 44, SECTION 32. SUBMISSION TO CITY
COUNCIL; PROCEDURE FOR APPROVAL, REJECTION OR
ALTERATION. Within one-hundred-seventy days after the
annual organization of the city government in any city other than
Boston, the mayor shall submit to the city council the annual
budget which shall be a statement of the amounts recommended
by him for the proposed expenditures of the city for the next fiscal
year. The annual budget shall be classified and designated so as to
show separately with respect to each officer, department or
undertaking for which an appropriation is recommended:

(1) Ordinary maintenance, which shall also include debt and
interest charges matured and maturing during the next fiscal
year, and shall be subdivided as follows:

(a) Salaries and wages of officers, officials and employees
other than laborers or persons performing the duties of
laborers; and

(b) Ordinary maintenance not included under (a): and

(2) Proposed expenditures for other than ordinary maintenance,
including additional equipment the estimated cost of which
exceeds one thousand dollars.

The foregoing shall not prevent any city, upon recommendation of
the mayor and with the approval of the council, from adopting
additional classifications and designations.

The city council may by majority vote make appropriations for the
purposes recommended and may reduce or reject any amount
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recommended in the annual budget, but, except on
recommendation of the mayor, shall not increase any amount in or
the total of the annual budget, nor add thereto any amount for a
purpose not included therein, except as provided in section thirty-
three. Except as otherwise permitted by law, all amounts
appropriated by the city council, as provided this section, shall be
for the purposes specified. In setting up an appropriation order or
orders based on the annual budget, the council shall use, so far as
possible, the same classifications required for the annual budget.
If the council fails to take action with respect to any amount
recommended in the annual budget either by approving, reducing
or rejecting the same, within forty-five days after the receipt of the
budget, such amount shall without any action by the council
become a part of the appropriations for the year, and be available
for the purposes specified.

If, upon the expiration of one-hundred-and-seventy days after the
annual organization of the city government, the mayor shall not
have submitted to the council the annual budget for said year, the
city council shall, upon its own initiative, prepare such annual
budget by June thirtieth of such year, and such budget preparation
shall be, where applicable, subject to the provisions governing the
annual budget of the mayor.

Within fifteen days after such preparation of the annual budget,
the city council shall proceed to act by voting thereon and all
amounts so voted shall thereupon be valid appropriations for the
purposes stated therein to the same extent as though based upon a
mayor’s annual budget, but subject, however, to such require-
ments, if any, as may be imposed by law.

If the council fails to take action with respect to any amount
recommended in the budget, either by approving, reducing or
rejecting the same, within fifteen days after such preparation, such
amount shall, without further action by the council, become a part
of the appropriations for the year, and be available for the
purposes specified.

Notwithstanding any provisions of this section to the contrary, the
mayor may submit to the city council a continuing appropriation
budget for said city on a month by month basis for a period not to
exceed three months if said city has not approved an operating
budget for the fiscal year because of circumstances beyond it
control.

Nothing in this section shall prevent the city council, acting upon
the written recommendations of the mayor, from voting
appropriations, not in excess of the amount so recommended,
either prior or subsequent to the passage of the annual budget.

The provisions of this section shall apply, in any city adopting the
Plan E Form of government under chapter forty-three, only to
extent provided by section one-hundred-and-four of said chapter.
Neither the annual budget nor appropriation orders based therein
shall be in such detail as to fix specific salaries of employees
under the direction of boards elected by the people, other than the
city council.

The city council may, and upon written request of at least ten
registered voters shall, give notice of a public hearing to be held
on the annual budget, prior to final action thereon, but not less
than seven days after publication of such notice, in a newspaper
having general circulation in the city. At the time and place so
advertised, or at any time or place to which such public hearing
may from time to time be adjourned, the city council shall hold a
public hearing on the annual budget as submitted by the mayor, at
which all interested persons shall be given an opportunity to be
heard for or against the proposed expenditures or any item thereof.

CHAPTER 44, SECTION 33B. TRANSFER OF APPRO-
PRIATIONS; RESTRICTIONS. On recommendation of the
mayor, the city council may, by majority vote, transfer any
amount appropriated for the use of any department to another
appropriation for the same department, but no transfer shall be
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made of any amount appropriated for the use of any department to
the appropriation for any department except by a two thirds vote
of the city council on recommendation of the mayor and with the
written approval of the amount of such transfer by the department
having control of the appropriation from which the transfer is
proposed to be made. A town may, by majority vote of any
meeting duly held, transfer any amount previously appropriated to
any other use authorized by law. No approval other than that
expressly provided herein shall be required for any transfer under
the provisions of this section.

CHAPTER 44, SECTION 33. POWER OF COUNCIL TO ADD
TO APPROPRIATION; CONDITIONS; LIMITATIONS. In case
of the failure of the mayor to transport to the city council a written
recommendation for an appropriation for any purpose not
included in the annual budget, which is deemed necessary by the
council after having been so requested by vote thereof, said
council, after the expiration of seven days from such vote, upon its
own initiative may make such appropriation by a vote of at least
two thirds of its members, and shall in all cases clearly specify the
amount to be expended for each particular purpose, but no
appropriation may be voted hereunder so as to fix specific salaries
of employees under the direction of boards elected by the people,
other than the city council. Amended by St. 1941, chapter 473,
section 3.
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GLOSSARY

Abatement. A complete or partial cancellation of a tax levy
imposed by a governmental unit. Administered by the local board
of assessors.

Accounting System. A system of financial recordkeeping which
records, classifies and reports information on the financial status
and operation of an organization.

Accrual Basis. The basis of accounting under which transactions
are recognized when they occur, regardless of the timing of
related cash flows.

Activity. A specific line of work carried out by a department,
division or cost center which constitutes a program.

Adopted Budget. The resulting budget that has been approved by
the City Council.

Advance Refunding Bonds. Bonds issued to refund an
outstanding bond issue prior to the date on which the outstanding
bonds become due or callable. Proceeds of the advance refunding
bonds are deposited in escrow with a fiduciary, invested in U.S.
Treasury Bonds or other authorized securities, and used to redeem
the underlying bonds at maturity or call date and to pay interest on
the bonds being refunded or the advance refunding bonds.

Allocation. The distribution of available monies, personnel,
buildings and equipment among various City departments,
divisions or cost centers.

Annual Budget. An estimate of expenditures for specific
purposes during the fiscal year (July 1 - June 30) and the proposed
means (estimated revenues) for financing those activities.

Appropriation. An authorization by the City Council to make
obligations and payments from the treasury for a specific purpose.

Arbitrage. Investing funds borrowed at a lower interest cost in
investments providing a higher rate of return.

Assessed Valuation. A valuation set upon real or personal
property by the City board of assessors as a basis for levying
taxes.

Audit. A study of the City’s accounting system to ensure that
financial records are accurate and in compliance with all legal
requirements for handling of public funds, including state law and
city charter.

Balanced Budget. A budget in which receipts are greater than (or
equal to) expenditures. A requirement for all Massachusetts cities
and towns. A balanced budget is a basic budgetary constraint
intended to ensure that a government does not spend beyond its
means and its use of resources for operating purposes does not
exceed available resources over a defined budget period.

Basis of Accounting. Basis of accounting refers to when revenues
and expenditures or expenses are recognized in accounts and
reported on financial statements. Basis of accounting relates to the
timing of the measurements made, regardless of the measurement
focus applied.

Bond. A written promise to pay a specified sum of money, called
the face value (par value) or principal amount, at a specified date
or dates in the future, called maturity date(s), together with
periodic interest at a specified rate. The difference between a note
and a bond is that the latter runs for a longer period of time.

Bond Anticipation Notes. Notes issued in anticipation of later

issuance of bonds, usually payable from the proceeds of the sale
of the bonds or of renewal notes.
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Bonds Authorized and Unissued. Bonds that a government has
been authorized to sell but has not sold. Issuance at this point is
only contingent upon action by the treasurer.

Bond Counsel. An attorney or law firm engaged to review and
submit an opinion on the legal aspects of a municipal bond or note
issue.

Bond Issue. Generally, the sale of a certain number of bonds at
one time by a governmental unit.

Budget (Operating). A plan of financial operation embodying an
estimate of proposed expenditures for a given period and the
proposed means of financing them.

Budget Basis of Accounting. The City’s General Fund budget is
prepared on a basis other than generally accepted accounting
principles (GAAP basis). The actual results of operations are
presented on a “budget (cash) basis” to provide a meaningful
comparison of actual results with the budget. See Basis of
Accounting and Budgeting on page 23 in Section II.

Budget Calendar. The schedule of key dates or milestones which
a government follows in the preparation and adoption of the
budget.

Budget Message. A general discussion of the submitted budget
presented in writing by the City Manager as part of the budget
document.

Capital Budget. A plan of proposed outlays for acquiring long-
term assets and the means of financing those acquisitions during
the current fiscal period.

Capital Expenditures. Expenditures which result in the
acquisition of or addition to fixed assets. See Section V.

Capital Improvements Program. A comprehensive schedule for
planning a community’s capital expenditures. It coordinates
community planning, fiscal capacity and physical development.
While all of a community’s needs should be identified in the
program, there should also be a set of criteria that prioritizes
expenditures. A capital program is a plan for capital expenditures
that extends four years beyond the capital budget and is updated

yearly.

Cash Basis of Accounting. Revenues are recorded when cash is
received and expenses are recognized when cash is paid out.

Charges for Service. (Also called User Charges or Fees) The
charges levied on the users of particular goods or services
provided by local government, requiring individuals to pay for the
private benefits they receive. Such charges reduce the reliance on
property tax funding.

Cherry Sheet. A form showing all state charges and
reimbursements to the City as certified by the state director of
accounts. Years ago this document was printed on cherry colored

paper.

Community Preservation Act. On November 7, 2001, residents
of the City accepted the Community Preservation Act (CPA)
which allows the City to impose a surcharge of 3% on real estate
taxes. Property exempt from this tax includes the first $100,000 of
residential property as well as certain low-income properties. By
enacting the CPA, the City will receive the maximum available
matching funds from the state. Proceeds from both the amount
raised by the City and the amount matched by the State will be
used to fund renovations to and the construction of affordable
housing as well as open space acquisition and historic
preservation.
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Cost-Benefit Analysis. Decision-making tool that allows a
comparison of options based on the level of benefit derived and
the cost incurred for each different alternative.

Cost Center. The lowest hierarchical level of allocating monies.
Often referred to as a program, project or operation.

Debt Authorization. Formal approval to incur debt by municipal
officials, in accordance with procedures stated in M.G.L. Ch. 44,
specifically sections 2, 3, 4 and 6-15.

Debt Burden. The level of debt of an issuer, usually as compared
to a measure of value (debt as a percentage of assessed value, debt
per capital, etc.). Sometimes debt burden is used in referring to
debt service costs as a percentage of the annual budget.

Debt Limits. The general debt limit of a city consists of the
normal debt limit, which is 5% of the valuation of taxable
property and a double debt limit, which is 10% of that valuation.
Cities and towns may authorize debt up to the normal limit
without state approval, while debt up to the double debt limit
requires state approval. It should be noted that there are certain
categories of debt which are exempt from these limits.

Debt Service. Payment of interest and repayment of principal to
holders of a government’s debt instruments.

Deficit or Budget Deficit. The excess of budget expenditures
over receipts. The city charter requires a balanced budget.

Department. A principal, functional, and administrative entity
created by statute and/or the City Manager to carry out specified
public services.

Departmental Accomplishments. Completion of a goal or
activity that warrants announcement. A departmental achieve-
ment.

Encumbrance. Obligations in the form of purchase orders and
contracts which are chargeable to an appropriation and are
reserved. They cease to be encumbrances when paid or when an
actual liability is set up.

Enterprise Fund. A fund established to account for operations
that are financed and operated in a manner similar to private
business enterprises. The intent is that the full cost of providing
the goods or services be financed primarily through charges and
fees thus removing the expenses from the tax rate.

Equalized Valuations. (EQVSs). The determination of the full and
fair cash value of all property in the Commonwealth that is subject
to local taxation. EQVs have historically been used as variables in
distributing certain state aid accounts, and for determining county
assessments and certain other costs. The Commissioner of
Revenue, in accordance with M.G.L. Ch.58, s. 10C, is charged
with the responsibility of bi-annually determining an equalized
valuation for each town and city in the Commonwealth.

Excess Levy Capacity. The difference between the levy limit and
the amount of real and personal property taxes actually levied in a
given year. Annually, the council must be informed of excess
levying capacity and evidence of their acknowledgement must be
submitted to DOR when setting the tax rate.

Expenditures. The amount of money, cash or checks, actually
paid or obligated for payment from the treasury.

FYQ09 Actual. FY09 actual numbers provided by departments
based on the departments internal tracking methods.

FY10 Budget. Numbers stated in the FY11 budget document as
the FY10 proposed figure for the performance measure. An “n/a”
indicates a new measure or one previously not budgeted.

FY10 Projected. Estimate of what will be achieved in FY10
based on year-to-date performance.
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FY11 Proposed. Estimated FY11 performance set by the
department.

Fiduciary Fund. Repository of money held by a municipality in a
trustee capacity or as an agent for individuals, private
organizations, other governmental units, and other funds. These
include expendable trusts, non-expendable trusts, pension trusts,
and other agency funds.

Financing Plan. The estimate of revenues and their sources that
will pay for the service programs outlined in the annual budget.

Fiscal Year. The twelve month financial period used by all
Massachusetts municipalities which begins July 1 and ends June
30 of the following calendar year. The fiscal year is identified by
the year in which it ends. Example: July 1, 2010 to June 30, 2011
is FY11.

Free Cash. (Also Budgetary Fund Balance) Funds remaining
from the operations of the previous fiscal year which are certified
by DOR’s director of accounts as available for appropriation.
Remaining funds include unexpended free cash from the previous
year, receipts in excess of estimates shown on the tax
recapitulation sheet and unspent amounts in budget line-items.
Unpaid property taxes and certain deficits reduce the amount of
remaining funds which can be certified as free cash.

Full and Fair Market Valuation. The requirement, by State law,
that all real and personal property be assessed at 100% of market
value for taxation purposes. “Proposition 22" laws set the City’s
tax levy limit at 2%2% of the full market (assessed) value of all
taxable property.

Fund. A set of interrelated accounts which record assets and
liabilities related to a specific purpose. Also a sum of money
available for specified purposes.

Fund Accounting. Governmental accounting systems should be
organized and operated on a fund basis. A fund is defined as a
fiscal and accounting entity with a self-balancing set of accounts
recording cash and other financial resources, together with all
related liabilities and residual equities or balances, and changes
therein, which are segregated for the purpose of carrying on
specific activities or attaining certain objectives in accordance
with special regulations, restrictions or limitations.

Fund Balance. The excess of assets of a fund over its liabilities
and reserves.

GASB 34. A major pronouncement of the Governmental
Accounting Standards Board that requires a report on overall
financial health, including trends, prospects for the future, the cost
of delivering services and value estimates on public infrastructure
assets.

General Fund. The major municipality owned fund which is
created with City receipts and which is charged with expenditures
payable from such revenues.

Generally Accepted Accounting Principles (GAAP). A set of
uniform accounting and financial reporting rules and procedures
that define accepted accounting practice.

General Obligation Bonds. Bonds issued by a municipality
which are backed by the full faith and credit of its taxing
authority.

Geographical Information System (GIS). Computerized
mapping system and analytical tool that allows a community to
raise and sort information on a parcel, area or community wide
basis.

Goal. A proposed course of action toward which departmental
effort is directed.
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Governmental Funds. Funds generally used to account for tax-
supported activities. There are five different types of
governmental funds: the general fund, special revenue funds, debt
service funds, capital projects funds and permanent funds.

Grant. A contribution of assets by one governmental unit or other
organization to another. Typically, these contributions are made to
local governments from the state and federal government. Grants
are usually made for specific purposes.

Hotel/Motel Excise. Allows a community to assess a tax on short-
term room occupancy at hotels, motels and lodging houses, as
well as convention centers in selected cities.

Interest. Compensation paid or to be paid for the use of money,
including interest payable at periodic intervals or as a discount at
the time a loan is made.

Interfund Transactions. Payments from one administrative
budget fund to another or from one trust fund to another, which
results in the recording of a receipt and an expenditure.

Intrafund Transactions. Financial transactions between activi-
ties within the same fund. An example would be a budget transfer.

License and Permit Fees. The charges related to regulatory
activities and privileges granted by government in connection
with regulations.

Levy Limit. The maximum amount of tax a community can levy
in a given year. The limit can grow each year by 2.5 percent of the
prior year’s levy limit (M.G.L. Ch. 59, s. 21C (f,g,k)), plus new
growth and any overrides. The levy limit can exceed the levy
ceiling only if the community passes a capital expenditure
exclusion, debt exclusion or special exclusion.

Line-Item Budget. A format of budgeting which organizes costs
by type of expenditure such as supplies, equipment, maintenance
or salaries.

Massachusetts Water Pollution Abatement Trust (MWPAT).
A statewide revolving fund that commenced operations in 1990 to
address necessary environmental actions outlined in the Federal
Clean Water Act. This fund revolves by the MWPAT issuing
large pooled bond issues for various environmental construction
projects and then loaning these funds to communities, with
subsidies from the state reducing the debt service payments for
these communities.

Meals Excise. Local excise option, allowing communities to
assess a sales tax on sales of restaurant meals originating in the
city by a vendor.

Modified Accrual Basis. The accrual basis of accounting adapted
to the governmental fund type, wherein only current assets and
current liabilities are generally reported on fund balance sheets
and the fund operating statements present financial flow
information  (revenues and expenditures). Revenues are
recognized when they become both measurable and available to
finance expenditures of the current period. Expenditures are
recognized when the related fund liability is incurred, except for a
few specific exceptions. All governmental funds and expendable
trust funds are accounted for using the modified accrual basis of
accounting.

N/A. The information is not available or not applicable. See FY10
Budget.

Non-Tax Revenue. All revenue coming from non-tax sources
including licenses and permits, intergovernmental revenue,
charges for service, fines and forfeits and various other
miscellaneous revenue.
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Official Statement. A document prepared for potential investors
that contains information about a prospective bond or note issue
and the issuer.

Overlay. The amount raised by the assessors in excess of
appropriations and other charges for the purpose of creating a
fund to cover abatements and exemptions.

Pay-As-You-Go Funds. The appropriation of current revenues,
including Property Taxes and Free Cash, to fund capital
improvements, as opposed to incurring debt to cover the costs.

Performance Budget. A budget that bases expenditures primarily
upon measurable performance of activities and work programs. A
performance budget may also incorporate other bases of
expenditure classifications, such as character and object class, but
these are secondary to activity performance.

Performance Measure. An instrument for determining the
amount of degree a department or division executes an action or
task. The degree of goal fulfillment achieved by programs.

Performance Standard. A statement of the conditions that will
exist when a job is well done.

Planning. The management function of preparing a set of
decisions for action in the future.

Policy. A definite course of action adopted after a review of
information, and directed at the realization of goals.

Procedure. A method used in carrying out a policy or plan of
action.

Program. Collections of work-related activities initiated to
accomplish a desired end.

Program Budget. A budget format which organizes expenditures
and revenues around the type of activity or service provided and
specifies the extent or scope of service to be provided, stated
whenever possible in precise units of measure.

Proposition 2%. A statewide tax limitation initiative petition
limiting the property tax levy in cities and towns in the
Commonwealth to 2% percent of the full and fair cash valuation
of the taxable real and personal property in that city or town. The
statute also places an annual growth cap of 2% percent on the
increase in the property tax levy.

Purchase Order. A document issued to authorize a vendor or
vendors to deliver specified merchandise or render a specified
service for a stated or estimated price. Outstanding purchase
orders are called encumbrances.

Purpose & Overview. A short description of a City department or
division describing the charges and/or functions of that particular
department or division.

Rating Agencies. This term usually refers to Moody’s Investors
Service, Standard and Poor’s Corporation, and Fitch Ratings.
These are the three major agencies which issue credit ratings on
municipal bonds.

Refunding Bonds. The retirement of an existing bond issue
through the sale of a new bond issue. When interest rates have
fallen, issuers may want to exercise the call feature of a bond and
replace it with another debt instrument paying a lower interest
rate.

Registered Bonds. Bonds registered on the books of the issuer as
to ownership; the transfer of ownership must also be recorded on
the books of the issuer. Recent changes in federal tax laws
mandate that all municipal bonds be registered if their tax exempt
status is to be retained.
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Reserves. An account used to indicate that portion of fund equity
which is legally restricted for a specific purpose or not available
for appropriation and subsequent spending.

Reserve for Contingencies. A budgetary reserve set aside for
emergencies or unforseen expenditures not otherwise budgeted
for.

Revaluation. A reasonable and realistic program to achieve the
fair cash valuation of property, in order to ensure that each
taxpayer in the community pays his or her share of the cost of
local government in proportion to the value of their property.

Revenue. Additions to the City’s financial assets (such as taxes
and grants) which do not in themselves increase the City’s
liabilities or cancel out a previous expenditure. Revenue may also
be created by cancelling liabilities, provided there is no
corresponding decrease in assets or increase in other liabilities.

Revolving Fund. A fund established to finance a continuing cycle
of operations in which receipts are available for expenditure
without further action by the City Council.

Service Level. The extent or scope of the City’s service to be
provided in a given budget year. Whenever possible, service
levels should be stated in precise units of measure.

Service Program. A planned agenda for providing benefit to
citizens.

Significant Budget Modification. An increase or decrease of a
departmental budget of such importance that highlighting is
necessary.

Submitted Budget. The proposed budget that has been approved
by the City Manager and forwarded to the City Council for their
approval. The Council must act upon the submitted budget within

prescribed guidelines and limitations according to statute and the
City charter.

Supplemental Appropriations. Appropriations made by the City
Council after an initial appropriation to cover expenditures
beyond original estimates.

Tax Anticipation Notes. Notes issued in anticipation of taxes,
which are usually retired from taxes collected.

Tax Rate. The amount of tax levy stated per $1,000 in value of
the tax base. Prior to a 1978 amendment to the Massachusetts
Constitution, a single tax rate applied to all of the taxable real and
personal property in a city or town. The 1978 amendment allowed
the legislature to create three classes of taxable property:
1) residential real property, 2) open space land, and 3) all other
(commercial, industrial, and personal property), each of which
may be taxed at a different rate. Within limits, cities and towns are
given the option of determining the share of the levy to be borne
by the different classes of property. The share borne by residential
real property must be at least 65% of the full rate. The share of
commercial, industrial, and personal property must not exceed
175% of the full rate. Property may not be classified until the state
department of revenue has certified that all property has been
assessed at its full value.

Unit Cost. The cost required to produce a specific product or unit
of service. For example, the cost of providing 100 cubic feet of
water or the cost to sweep one mile of street.

Unrestricted General Government Aid (UGGA). The
components of local aid that include additional assistance and
lottery aid, which were combined into this one category, UGGA,
in FY10.

Valuation (100%). Requirement that the assessed valuation must
be the same as the market value for all properties.
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SELECTED ACRONYM TABLE Comprehensive Emergency Management CEM
Cambridge Employment Program CEP
Affirmative Action Advisory Committee AAAC Community Emergency Response Team CERT
Arlington-Belmont-Cambridge ABC Chlorofluorocarbons CFC’s
Accessible Cambridge Transportation ACT Cambridge Health Alliance CHA
Americans with Disabilities Act ADA Cambridge Historical Commission CHC
American Institute of Architects AlA Children In Need of Services CHINS
Advanced Life Support ALS Cambridge Human Rights Commission CHRC
Automatic Meter Reading AMR Cambridge Alcohol Advisory Board CLAB
American Recovery and Reinvestment Act ARRA Community Learning Center CLC
Automotive Service Excellence ASE Cambridge Leadership Network CLN
Advancement Via Individual Determination AVID Cambridge Neighborhood Apartment Housing Services CNAHS
Boston Area Rape Crisis Center BARC Council on Aging COA
Boston Convention and Exhibition Center BCEC Cost-Of-Living-Allowances COLA
Bunker Hill Community College BHCC Criminal Offender Record Information CORI
Board of Zoning Appeal BZA Cambridge Office for Tourism COT
Campus Alcohol Advisory Boards CAAB Community Preservation Act CPA
Commission on Accreditation of Ambulance Service CAAS Cambridge Police Department CPD
Cambridge Arts Council CAC Cambridge Public Library CPL
Computer Aided Dispatch CAD Cambridge Police Review and Advisory Board CPRAB
Cambridge Auxiliary Fire Department CAFD Cambridge Public Schools CPS
Comprehensive Annual Financial Report CAFR Consumer Product Safety Commission CPSC
Commission on Accreditation for Law Enforcement Agencies | CALEA Cambridge River Festival CRF
Computer Assisted Mass Appraisal CAMA Cambridge Rindge and Latin School CRLS
Computer Assisted Management of Emergency Operations CAMEO Cambridge Request System CRS
Cambridgeport Artists” Open Studios CAOS Cathode-Ray Tube CRT
Cambridge & Somerville Program for Alcoholism CASPAR Combined Sewer Overflow CSO
Rehabilitation Cambridge Veterans’ Organization CVvO
Cambridge Business Development Center CBDC Cambridge Water Department CWD
Community Crisis Response Team CCRT Massachusetts Department of Conservation and Recreation DCR
Cambridge Community Television CCTV Direct Digital Control DDC
Community Development Block Grant CDBG Draft Environmental Impact Report DEIR
Community Development Department CDD Massachusetts Department of Environmental Protection DEP
Commercial Driver’s License CDL Massachusetts Department of Housing and Community DHCD
Cambridge Energy Alliance CEA Development
Corporate Emergency Access System CEAS Department of Human Services and Programs DHSP
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U.S. Department of Energy or DOE High Intensity Florescent HIF
Massachusetts Department of Education Home Improvement Program HIP
Massachusetts Department of Revenue DOR Health Insurance Portability and Accountability Act HIPAA
Department of Public Works DPW Health Maintenance Organization HMO
Department of Social Services DSS Homeowners’ Rehab, Inc. HRI
Domestic Violence-Free Zone DVFZ Human Resources Management System HRMS
Domestic Violence Task Force DVTF Federal Department of Housing and Urban Development HUD
Department of Youth Services DYS Heating, Ventilation and Air Conditioning HVAC
Emergency Action Plan EAP In Case of Emergency ICE
Emergency Communications and 911 Center ECC Inspectional Services Department ISD
Equal Employment Opportunity EEO Insurance Services Office ISO
Equal Employment Opportunity Commission EEOC Intensive Studies Program ISP
U.S. Department of Energy, Energy Information EIA Information Technology IT
Administration Information Technology Department ITD
Energy Information System EIS Just-A-Start JAS
Emergency Medical Services EMS King Open Extended Day KOED
Emergency Operating Center EOC Kilowatt Hour KwH
Massachusetts Executive Office of Environmental Affairs EOCEA Lifetime Empowerment and Awareness Program LEAP
Water System Emergency Operating Plan EOP Light Emitting Diode LED
Emergency Preparedness and Response EP&R Leadership in Energy and Environmental Design LEED
U.S. Environmental Protection Agency EPA Local Emergency Planning Committee LEPC
Early Retirement Incentive ERI London Interbank Offered Rate LIBOR
English for Speakers of Other Languages ESOL Leading Pedestrian Interval LPI
Federal Emergency Management Association FEMA Lead-Safe Cambridge LSC
Fats, oils and grease FOG Library Services and Construction Act LSCA
Fresh Pond Advisory Board FPAB Long Term 2 Enhanced Surface Water Treatment Rule LT2ESWTR
Full-time equivalent FTE Massachusetts Association of Conservation Commissions MACC
Generally Accepted Accounting Principles GAAP Metropolitan Area Planning Council MAPC
Government Accounting Standards Board GASB Minority Business Enterprise MBE
Greater Boston Convention and Visitors Bureau GBCVB Massachusetts Board of Library Commissioners MBLC
Gay, Bisexual, Lesbian and Transgender GBLT Massachusetts Bay Transportation Authority MBTA
General Education Degree GED Massachusetts Commission Against Discrimination MCAD
Geographic Information System GIS Massachusetts Comprehensive Assessment System MCAS
Global Positioning System GPS Metropolitan District Commission MDC
Help America Vote Act HAVA Massachusetts Emergency Management Agency MEMA
High Efficiency Particulate Air HEPA Massachusetts General Laws MGL
High frequency HF Massachusetts Institute of Technology MIT
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Municipal Lien Certificate MLC Radio Amateur Civil Emergency Service RACES
Metro-Region Conservation Agents Association MRCAA Rape Aggression Defense RAD
Minority Student Achievement Network MSAN Rehabilitation Assistance Program RAP
Middle School Partnership MSP Record Management System RMS
Mayor’s Summer Youth Employment Program MSYEP Registry of Motor Vehicles RMV
Massachusetts Water Pollution Abatement Trust MWPAT Reaching Out About Depression ROAD
Massachusetts Water Resources Authority MWRA Rindge School of Technical Arts RSTA
National Academy of Emergency Medical Dispatch NAEMD State and Local Assistance S/ILA
National Association for the Education of Young Children NAEYC Student Awareness and Fire Education SAFE
Neighborhood Conservation Districts NCD Superfund Amendment and Reauthorization Act SARA
No Child Left Behind NCLB Substance Abuse Services for Seniors SASS
National Endowment for the Arts NEA School Building Assistance SBA
New England Foundation for the Arts NEFA Supervisory Control and Data Acquisition SCADA
New Economy Taskforce NET Self Contained Breathing Apparatus SCBA
National Football League NFL Safe Drinking Water Act SDWA
National Incident Management System NIMS School Improvement Plans SIP
North Cambridge Artists’ Open Studios NoCA State Office of Minority & Women Business Assistance SOMWBA
National Pollution Discharge Elimination System NPDES Sex Offender’s Registration Information SORI
National Union Catalogue of Manuscript Collections NUCMC Street Preservation Offset Fund SPOF
Non-Violent Communication NVC School Resource Officers SRO
Office of Campaign and Political Finance OCPF Stage 2 Disinfection Byproduct Rule Stage2DBPR
Other Postemployment Benefits OPEB Students Teaching and Advocating Respect STARS
Occupational Safety and Health Administration OSHA Treasury Bill T-Bill
Overtime oT Transportation Demand Management TDM
Office of Workforce Development OowWD True Interest Cost TIC
Program in Afterschool Education and Research PAER Technical Services Division TSD
Public Art Youth Council PAYC Urban Area Security Initiative UASI
Public Employee Retirement Administration Commission PERAC Unrestricted General Government Aid UGGA
Police Executive Research Forum PERF Urban Park and Recreation Recovery UPARR
Payments In-Lieu-Of Tax PILOT Underground Railway Theater URT
Public Information Officer PI1O Vulnerability Assessment or VA
Peace and Justice Corps PJC U.S. Department of Veterans Affairs

Problem Oriented Policing POP Veterans of Foreign Wars VFW
Proportional Representation PR Volunteers In Police Service VIP’S
Police Review and Advisory Board PRAB Voice over Internet Protocol VolP
Parking and Transportation Demand Management PTDM Wireless Fidelity WiFi
Post Traumatic Stress Disorder PTSD Young Men’s Christian Association YMCA
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A GENERAL PROFILE OF THE CITY OF CAMBRIDGE

The City of Cambridge is located in southeast Middlesex County across the Charles River from the City of Boston, and occupies a land area
of 6.26 square miles. The City is bordered by the Towns of Watertown and Belmont on the west and by the Town of Arlington and the City
of Somerville on the north. According to the 2000 Census, the City’s population in calendar year 2000 was 101,355, down from a 1950 peak
of 120,740, but up from the 1990 population of 95,802.

Cambridge, first settled in 1630 by a group from the Massachusetts Bay Company, was originally incorporated as a town in 1636 and
became a city in 1846. Since 1942, the City has had a council-manager form of government with nine City Councilors elected at-large every
two years.

Cambridge is widely known as the University City. Harvard, America’s oldest university was established here in 1636, six years after the
City itself was founded. It is also home to Lesley University, Cambridge College and the Massachusetts Institute of Technology. Over one-
fourth of its residents are students, and over one in seven of all jobs are in these institutions. Yet Cambridge is more than a college town. It
features blue collar workers and professionals, political activists, street musicians and immigrants from around the world.

e Cambridge residents live closely together; only 10 US cities with a population over 50,000 are denser (Source: 2000 US Bureau of
Census).

e Cambridge is a city of 13 neighborhoods, ranging in population from 673 (Cambridge Highlands) to 13,072 (Mid Cambridge) (Source:
2000 US Bureau of Census). Most neighborhoods have their own political and community organizations. Residents often participate
vocally in City debates. In addition, there are six Commercial Districts and five R&D/Industrial districts which form the basis of the
City’s business community.

e Cambridge is diverse ethnically. Sixty-eight percent of all residents are white; 12% are black; 12% are Asian; and 8% are other races,
including American Indian, Pacific Islander, or two or more races in combination. Seven percent (7%) of all residents are of Hispanic
background (Source: 2000 US Bureau of Census).

e Cambridge is a city of renters. 71.7% of all households rent; 28.3% own. Approximately 8.6% of homes are single family; 14.4% are
two families; 11.3 % are three families; 8.8% are in 4-8 unit buildings; 30.7% are buildings of 9 or more units; 21.2% of units are
condominiums; 3.2% are mixed use residential / commercial; and 1.8% are rooming houses. 14.4% of all units are publicly owned or
subsidized. (Source: 2003 Community Development Department).
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e A majority of all local jobs are in services (86%). Service employment is dominated by education, business including research and
development and computer/software, engineering, government and management, and health services. Nine percent (9%) of all jobs are in
retail and wholesale trade; 5% are in manufacturing and construction. The largest employers in Cambridge include (1) Harvard
University, (2) MIT, (3) City of Cambridge, (4) Mt. Auburn Hospital, (5) Novartis Institute, (6) Biogen IDEC, (7) Genzyme, (8) Federal
Government, (9) Draper Laboratory and (10) Cambridge Health Alliance. (Source: Cambridge Community Development Department
and cited employers, 2009).

e Cambridge continues to have a diverse economy with a major presence in the areas of biotechnology, education, medicine and
government.

e 89.4% of the population of Cambridge who are 25 years or older are high school graduates, while 65.1% of the same age group have
completed four or more years of college.
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FACTS ON FILE

GENERAL
Population: Source: US Census Bureau
Avrea (Square miles):

POPULATION CHARACTERISTICS
(Source: 2000 US Census Bureau)

1980
White 82.3%
Black 10.9%
Asian 3.8%
American Indian 0.2%
Two or more races in combination n/a
Other 2.8%
TOTAL 100%
Hispanic Origin 4.8%
Persons of Hispanic origin may be of any race.

GOVERNMENT

Founded:

Date of Incorporation as a City:
Form of Government:

Mayor:

No. of Councillors:

HOUSING

Type of House Median Value
One family $660,100
Two family $648,800
Three family $733,700
Condominium $365,950

(Source: City of Cambridge as of 01/01/09)

1990

75.3%
13.5%
8.4%
0.3%
n/a
2.5%
100%

6.8%

1630
1846

101,355
6.26

2000

68.1%
11.9%
11.9%
3%
4.6%
3.2%
100%

7.4%

Council/Manager
Elected by the Council

Nine

# of Parcels

3,771
2,647
1,326
13,253

GENERAL INFORMATION
Number of registered voters in Cambridge
(Source: City’s Record as of 4/14/2010)
Number of Parks & Play areas:
Number of Youth Centers:
Number of Community Schools:
Number of Senior Citizen Centers:
Number of Golf Courses:

FOUR LONGEST STREETS
Massachusetts Avenue:
Cambridge Street:

Concord Avenue:
Broadway:
Miles of City Streets:

INSTITUTIONS OF HIGHER LEARNING

Harvard University

Massachusetts Institute of Technology
Lesley University

Cambridge College

THE TEN LARGEST EMPLOYERS IN THE CITY:

59,665
80

12

4 miles
2 miles
2 miles
1 mile
125 miles

(Source: Cambridge Community Development Department and cited

employers, 2009)

Nature of

Rank Name of Employer Business

1. Harvard University Education

2. MIT Education

3. City of Cambridge Government

4. Mt. Auburn Hospital Medical

5. Novartis Institute Biotechnology

6. Biogen Idec Biotechnology

7. Genzyme Corporation Biotechnology

8. Federal Government Government

9. Draper Laboratory Research & Development
10. Cambridge Health Alliance  Medical

Number of
2009 Employees

11,382
8,167
2,657
2,056
1,946
1,654
1,386
1,292
1,199
1,154
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Cambridge continues to be a net importer of jobs within the
region, enjoying its position as a center of employment in the
Boston area. In 2008 the City’s employment ratio was 107 jobs
per 100 residents.

As can be seen in the chart to the right, the employment base
extends across a diverse range of professions including higher
education, research and development, consulting and health
services. Compared to the previous year, the number of jobs has
increased by 0.7%.

The chart below shows a comparison of per capita personal
income for Cambridge, surrounding communities, Massachusetts
and the United States.

Percentage Distribution of Jobs by Sector

2007 2008
Trade, Transportation & Utilities 10,009 9.3% 9680 8.9%
Construction 1,186 1.1% 987  09%
Manufacturing 3.996 3.7% 3854 36%
Information 4277 4.0% 4114 38%
Financial Activities 2,618 24% 2523 23%
Professional and Business Services 28.723 26.7% 30952 28.5%
Education and Health Services 36,948 343% 36,061 332%
Leisure and Hospitality 8.971 8.3% 9135 84%
Other Services 2314 2.1% 2444 23%
Govermnment 8.688 8.1% 8770 8.1%
TOTAL 107,730 100% 108,520 100%

Source: Mass Department of Workfores Devalopment

Per Capita Personal Income

2003 2004 2005 2006 2007

United States $32284 $33.809 $35.447 837,728  $39.430
Massachusetts 40.161 42,123 43,897 47.330 40,883
Boston MSA 42.794 44987 47,128 50,515 53,443
Cambridge* 47.230 49321 51,550 55,322 58,777

Cambridge as % of MA 1176% 117.1% 1174% 1169% 117.8%
Cambridge as % of US 1463% 14535% 1454% 1466% 149.1%

*Cambridze-Newton-Framingham, MA Matropolitan Division
Source: US Department of Commercs, Burzav of Economic Analysis,
Par capita parsonal income; most racent, availabls information.

Notz: 2003-2006 fizuras have all been adjustad since last year

The graph to the right illustrates that the City of Cambridge
continues to enjoy a lower unemployment rate than the Boston
PMSA, the State of Massachusetts and the United States. The
unadjusted rate as of November 2009 was 5.5% for Cambridge,
7.7% for the Metro area, 8.3 % for the State and 9.4% for the
United States.

Annual Unemployment Rates

2005 2006 2007 2008 2009*

| M Unitzd Statas OMassachusatts EBoston, MA-NHPMSA BCambridgs

*Unemplovmant ratz for Novambar 2009
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TAX FACTS

ASSESSMENTS ( In Millions)

TAX RATES
Real Personal Commercial
Fiscal Year | Property Property Total Fiscal Year | Industrial | Residential | Full Value
2010 $23,360.6 $911.1 $24,271.7 2010 $18.75 $7.72 10.28
2009 23,107.9 768.2 23,876.1 2009 17.97 7.56 9.76
2008 22,804.7 736.5 23,541.2 2008 17.24 7.36 9.88
2007 21,507.8 659.3 22,167.1 2007 18.30 7.48 9.55
2006 21,2421 604.8 21,846.9 2006 17.86 7.38 10.48
2005 20,880.7 467.3 21,348.0 2005 18.28 7.78 10.57
2004 18,782.7 443.9 19,226.6 2004 19.08 7.63 11.49
2003 17,382.8 368.0 17,750.8 2003 18.67 7.26 11.14
2002 16,532.0 305.1 16,837.1 2002 18.81 1.22 11.13
2001 12,410.1 293.0 12,703.1 2001 23.39 9.21 14.05
TOP TEN TAXPAYERS
CITY LEVIES FISCAL 2010
Nature of Assessed Amount of | % of Total
Fiscal Year Total Levy Owner Business Valuation Taxes Tax Levy
2010 $268,662,984 Mass. Institute of Technology Education $1,653,078,400 $32,394,696 12.06%
2009 254,945,578 BioMed Realty Trust Commercial 743,567,500 14,263,043 5.31
2008 242,334,374 Boston Properties Commercial 521,326,800 10,068,124 3.75
2007 231,787,094 Equity Partners Commercial 286,590,100 5,160,586 1.92
2006 222,960,291 Pres. & Fellows of Harvard College Education 373,663,300 4,908,853 1.83
2005 222,953,435 New England Development Commercial 210,140,700 4,058,342 1.51
2004 209,599,396 Novartis Pharmaceuticals Commercial 206,147,100 3,981,216 1.48
2003 197,720,546 PREEF American Reit 1l Corp. Commercial 200,973,900 3,881,308 1.44
2002 187,444,551 RB Kendall Fee LLC Commercial 191,221,900 3,670,511 1.37
2001 178,484,966 Alexandria Real Estate Commercial 141,379,800 2,732,913 1.02
$4,528,089,500 $85,119,592 31.69%
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BASIS OF ACCOUNTING AND BUDGETING

Generally Accepted Accounting Principles

The City prepares its comprehensive financial reports in accordance with generally accepted accounting principles (GAAP) as established
by the Governmental Accounting Standards Board.

a. The accounts of the City are organized and operated on a fund basis. Fund accounting segregates funds according to their intended
purpose and is used to aid management in demonstrating compliance with finance- related legal and contractual provisions.

b. Governmental Fund types use the current financial resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are “susceptible to accrual” (i.e. both measurable and available). Property taxes are recorded as
revenue in the year for which the taxes have been levied, provided they are collected within 60 days after year-end. Investment income
is recorded as earned. Other revenues are recorded on a cash basis because they are generally not measurable until actually received.
Expenditures are recorded when the liability is incurred except for (1) interest on general obligation debt, which is recorded when due;
and (2) tax abatements and judgments and claims, all of which are recorded as expenditures to the extent that they have been paid or are
expected to be paid with expendable available resources.

c. Proprietary Funds and fiduciary fund types are accounted for using the flow of economic resources measurement focus and full accrual
basis of accounting. Under this method, revenues are reported when earned and expenses are recorded at the time liabilities are incurred.

Budgetary Basis

Pursuant to Chapter 44, Section 32 of the Massachusetts General Laws, the City adopts an annual budget for the General and Water Funds
for which the level of expenditure may not legally exceed appropriations for each department or undertaking classified in the following
categories:

1) Salaries and Wages

2) Other Ordinary Maintenance
3) Travel and Training, and

4) Extraordinary Expenditures

Proposed expenditure appropriations for all departments and operations of the City, except those of the School Department, are prepared
under the direction of the City Manager. All budget appropriations, including those of the School Department, are approved by the City
Council. The School Department budget is prepared under the direction of the School Committee based upon guidelines provided by the
City Manager. The City Manager may recommend additional sums for school purposes. In addition, the City Manager may submit to the
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City Council such supplementary appropriation orders as are deemed necessary. The City Manager may amend appropriations within the
above mentioned categories for a department without seeking City Council approval. The City Council may reduce or reject any item in the
budget submitted by the City Manager but may not increase or add items without the recommendation of the City Manager.

The City follows a gross budgeting concept pursuant to which expenditures financed by special revenue funds and trusts are budgeted as

general fund expenditures and are financed by transfers from these funds to the General and Water Funds.

The City follows the accounting practices established by the Commonwealth of Massachusetts Department of Revenue called the budgetary
basis method of accounting in the preparation of the Annual Budget and property tax certification process. Budgetary basis departs from

GAAP in the following ways:

a. Real estate and personal property taxes are recorded as revenue when levied (budgetary), as opposed to when susceptible to accrual

(GAAP).

b. Encumbrances and continuing appropriations are recorded as the equivalent to expenditures (budgetary), as opposed to a reservation of

fund balance (GAAP).

c. Certain activities and transactions are presented as components of the general fund (Budgetary), rather than as separate funds (GAAP).

d. Amounts raised for the prior years’ deficits and available funds from prior years’ surpluses are recorded as revenue items (budgetary),

but have no effect on GAAP revenues.

In addition, there are certain differences in classifications between revenues, expenditures and transfers. The following reconciliation
summarizes the differences between budgetary and GAAP basis accounting principles for the year ended June 30, 2009.

As reported on a budgetary basis

Adjustments:

Revenues to modified accrual basis

Expenditure, encumbrances, and accruals, net
Reclassification of premium on debt issuance
As reported on a GAAP basis

Premium on bond issuance

Interfund Transfers
As shown on Page 11-52

Revenues Expenditures
$368,447,356 $403,910,143
7,993,869 -
- (5,432,897)
(792,996) -
375,648,229 398,477,246
792,996 -
17,533,240 6,520,605
$393,974,465 $404,997,851
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FINANCIAL POLICIES AND GUIDELINES

Since 1999, the City has received the highest possible credit rating (AAA) from the three major credit rating agencies: Moody’s Investors Service,
Fitch Ratings and Standard & Poor’s. The City established a policy many years ago of providing high-quality services to the citizens of Cambridge
without jeopardizing the financial condition of the City. In order to achieve these objectives, the City Council, in conjunction with the City
administration, has placed a high emphasis on long-range financial planning and the need to conserve resources for use during economic
downturns. By adhering to this policy, the City has been able to withstand the effects of the recession of the early 1990’s, as well as the most
recent downturn, without any significant reductions in services. Standard and Poor’s again confirmed its Financial Management Assessment
(FMA) of the City of “strong.” 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.

As Moody’s noted in its most recent credit report, “the assignment of Moody's highest quality long-term rating reflects an exceptionally strong and
resilient financial position which positions the city to weather uncertain economic conditions more favorably than most similarly-sized cities.”
Fitch Ratings noted “the city’s exceptional financial management is reflected in consistently strong financial results and reserve levels. Debt levels
should remain manageable, aided by the city’s rapid amortization rate.”

One of the primary reasons that the City is held in high regard by the financial community is its development and implementation of a long-
term financial plan. This plan is reviewed on an annual basis in conjunction with the City’s bond sale and credit rating application process.
The budget for the current fiscal year is used as the base year upon which future year projections are built. All expenditures, revenues and
property valuations are reviewed to ensure that the timeliest information is available to be used for future year projections. The budget for
the current year is also compared to the projections for that year from previous five-year plans to determine the accuracy of the projections.
If modifications to the projection process are needed to ensure more accuracy, the City’s financial staff will make changes accordingly.
After careful review, this plan is submitted to the rating agencies prior to their review of the City’s financial condition. This plan serves as a
basis upon which important decisions concerning the City’s financial future are made.

As stated previously, the rating agencies have recognized the conservative nature of the City’s budgeting and financial management
processes. In the area of debt issuance, it is particularly important to maintain all of the relevant indices below national standards. The
City’s below-average debt position is a reference to debt ratios such as per capita debt and the ratio of debt to assessed valuation, as well as
the rapid retirement schedule and low percentage of debt service to the total budget. It is expected that these debt indicators will remain
below national standards and within our debt policy after all debt included in the five-year plan is issued. The debt to be issued includes tax-
supported bonds issued to finance several large construction and renovation projects critical to the objective of maintaining a high quality of
life in Cambridge. It is important to note that these low debt levels are the direct result of using bond proceeds to finance capital projects
only after it has been determined that there are no other feasible means of financing the projects. This document again includes investment,
debt management and reserve policies which begin on page 11-27.
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The following chart compares selected debt ratios of Cambridge with the medians of cities rated Aaa by Moody’s Investors Service. As the
chart indicates, the debt ratios of Cambridge compare favorably with the medians of cities across the nation with the highest rating awarded
by Moody’s Investors Service.

Per Capita Unreserved Fund Balance | Total Fund Balance as % | Gross Direct Debt as % of
Assessed Valuation as % of Revenues of Revenues Assessed Valuation
Median $226,144 24.41% 33.78% 1.78%
Cambridge $232,265 36.06% 40.19% 1.34%

Source: Moody’s Investors Service 2008 Local Government National Medians Report. Moody’s is in the process of recalibrating all of its bond ratings. As a result, the
2009 Local Government National Medians Report is not available at the time of the submission of this budget. The medians shown above are from the 2008 report with
comparable figures for Cambridge.

The table below shows several financial indicators that were key factors in the decisions made by the rating agencies to award Cambridge
three AAA ratings.

FYO7 FYO08 FY09 FY10 FY11
Excess Levy Capacity (1) $74,964,798 $88,252,928 $92,660,761 $98,559,309 $94,326,868
General Fund Balance (2) $152,660,659 $167,518,724 $156,495,338 $153,887,112 $153,887,112
Free Cash (3) $73,785,122 $91,754,033 $84,569,498 $82,000,000 $82,000,000
Rapidity of Debt Retirement (4) 81.8% 79.4% 77.6% 79.6% 79.0%

1) Excess levy capacity is the difference between the amount in property taxes that the City is allowed to levy under state law and the
amount the City actually levies. The amounts shown for FY07-10 are actual amounts and FY 11 is a projected figure.

2) The amounts shown for General Fund balances include those funds moved to the General Fund to satisfy GASB 34 requirements.

3) Free Cash is defined as funds remaining from the previous fiscal year that are available for appropriation. The figures shown for FYQ7-
09 are actual amounts and those shown for FY10-11 are projected figures.

4) The percentages shown represent the percent of total debt that would be retired in ten years. With few exceptions, all debt issued by the
City is retired within ten years.
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INVESTMENT POLICY

PURPOSE

The purpose of this document is to specify the policies and guidelines that provide for the prudent and productive investment of City
of Cambridge (the City) funds. The City’s investment program is operated by the City Treasurer in conformance with all applicable
federal and state requirements including MGLA c.44, 88 54 and 55.

This policy statement reflects the long-term policy guidelines that have been used by the City’s management team, which are now
incorporated into the City’s annual Budget and Public Investment Program. Each year the City Manager will review these policy
statements with the City Council, informing the public of the City’s desire to maintain the highest standards of governance.

SCOPE

This policy applies to the investment of all of the City’s funds excluding the investment of employees’ retirement funds. Except for
cash in certain restricted and special funds, the City will consolidate cash and reserve balances from all funds to maximize
investment earnings and to increase efficiencies with regard to investment pricing, safekeeping and administration. Investment

income will be allocated to the various funds based on their respective participation and in accordance with generally accepted
accounting principles.

INVESTMENT OBJECTIVES

The City shall seek as high a level of investment income as is consistent with, first: the safety of principal and second: the provision
of liquidity to meet daily cash flow requirements.

A. Safety of Principal

Safety of principal, the primary objective, shall be pursued in a number of ways.

1. Investments shall be undertaken in a manner that seeks to ensure the preservation of capital in the overall portfolio by
protecting against credit risks.

Investments shall be made in conformance with prudent guidelines for allowable instruments, credit quality and maturities.
Adequate diversification of instruments, issuers and maturities shall be maintained.

All deliverable securities shall be held by a third party custodian on the basis of delivery vs. payment to a custodian bank.

All repurchase agreements shall be fully collateralized, with a custodian bank receiving delivery of the collateral.

obrwn

Page 11-27



B. Liquidity
The investment portfolio shall be structured to meet all of the City’s cash requirements that may be reasonably anticipated.
Furthermore, since all cash requirements cannot be anticipated, the portfolio should consist mainly of custodial arrangements,

investment pools or money market funds specified below, securities or deposits with very short maturities, or securities with active
secondary or resale markets.

C. Yield

The investment portfolio shall be designed to attain a market-average rate of return throughout budgetary and economic cycles,
taking into account investment risk constraints and the City’s liquidity requirements.

The portfolio shall be managed with the objective of exceeding the average of three-month U.S. Treasury Bill rates for the equivalent
period. This index is considered a benchmark for near-riskless investment transactions and, therefore, comprises a minimum
standard for the portfolio’s rate of return. The investment program shall seek to augment returns above this threshold, consistent
with stated risk limitations and prudent investment principles.

While investments shall not be made for the purpose of trading or speculating as the dominant criterion, the City may seek to
enhance total portfolio return through active portfolio management. The prohibition on speculative investments precludes pursuit of
gain or profit through unusual risk. Trading in response to changes in market value or market direction, however, is warranted under
active portfolio management.

STANDARDS OF CARE

A. Prudence

The standard of prudence to be used by investment officials shall be the “prudent person” standard and shall be applied in the context
of managing an overall portfolio. The “prudent person” standard states that “investments shall be made with judgment and care —
under circumstances then prevailing — which persons of prudence, discretion and intelligence exercise in the management of their
own affairs, not for speculation, but for investment, considering the probable safety of their capital as well as the probable income to
be derived.”

Investment officers acting in accordance with written procedures and the investment policy and exercising due diligence shall be
relieved of personal responsibility for an individual security’s credit risk or market price changes, provided deviations from

expectations are reported in a timely fashion in writing and appropriate action is taken to control adverse developments.

B. Ethics and Conflicts of Interest

Officers and employees involved in the investment process shall refrain from personal business activity that could conflict with the
proper execution and management of the investment program, or that could impair their ability to make impartial decisions.
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VI.

Employees and investment officials shall disclose any material interests in financial institutions with which they conduct business.
They shall further disclose any personal financial/investment positions that could be related to the performance of the investment
portfolio. Employees and officers shall refrain from undertaking personal investment transactions with the same individual with
whom business is conducted on behalf of the City.

C. Delegation of Authority

Authority to manage the investment program is granted to the Director of Financial Systems and Operations, hereinafter referred to
as the investment manager. The investment manager shall establish written procedures and internal controls for the operation of the
investment program consistent with this investment policy. Procedures should include references to: safekeeping, delivery vs.
payment, investment accounting, wire transfer agreements and collateral/depository agreements. No person may engage in an
investment transaction except as provided under the terms of this policy and the procedures established by the investment manager.
The investment manager shall be responsible for all transactions undertaken and shall establish a system of controls to regulate the
activities of subordinate officials. The controls shall be designed to prevent and control losses of public funds arising from fraud,
employee error, misrepresentation by third parties, or imprudent actions by employees and officers. An investment committee,
comprised of the City Treasurer, City Auditor, Budget Director and the investment manager, will meet monthly to review the
investment program and activity.

FINANCIAL DEALERS AND INSTITUTIONS

The City shall conduct business only with qualified financial institutions. The investment manager shall develop criteria for selecting
brokers and dealers. An annual review of the financial condition and registration of qualified bidders will be conducted.

All repurchase agreement transactions will be conducted through primary dealers of the Federal Reserve Bank of New York or

applicable state agencies with short-term debt ratings of at least A-1, P-1 or F-1, or qualified depositories as described in the
appropriate Section, which have executed master repurchase agreements with the City.

INVESTMENT GUIDELINES
All investments must be made in securities authorized by MGL c.44, 88 54 and 55 and this investment policy statement.

A. Suitable and Authorized Investments

The City may invest in the following securities or deposits:
e In term deposits or certificates of deposit in trust companies, national banks, savings banks, banking companies or
cooperative banks.
¢ In obligations issued or unconditionally guaranteed by the United States government or one of its agencies.
¢ In United States government securities or securities of United States government agencies.
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e Money market mutual funds regulated by the Securities and Exchange Commission and whose portfolios consist only of
dollar-denominated securities; and

e Local government investment pools such as the Massachusetts Municipal Depository Trust and Massachusetts Municipal
Depository Short Term Bond Fund.

No investments may be made in “derivative” securities such as futures, swaps, options, interest-only or principal-only mortgage-
backed securities, inverse floaters, CMT floaters, leveraged floaters, dual index floaters, COFI floaters, and range floaters. These
restrictions apply to direct investments as well as to investments through custodial arrangements, pools or money market funds
discussed in applicable Sections. Thus, if a custodial arrangement, pool or fund includes securities listed in this paragraph, the City
may not invest in shares or other interest in such custodial arrangement, pool or fund.

The City requires full collateralization on all demand deposit accounts including checking accounts, certificates of deposits and
money market accounts.

The City shall not at any one time have on deposit in a bank, trust company or banking company an amount exceeding sixty per cent
of the capital surplus of such bank, trust company or banking company unless satisfactory security is given to it by such bank, trust
company or banking company for such excess.

B. Diversification

It is the policy of the City to diversify its investment portfolio. To eliminate risk of loss resulting from the over-concentration of
assets in a specific maturity, issuer or class of securities, all cash and cash equivalent assets shall be diversified by maturity, issuer
and class of security. Diversification strategies shall include:

1. At the time of acquisition, no more than ten percent (10%) of the overall portfolio may be invested in deposits with a single
bank, unless the deposits are fully-insured or fully-collateralized, or in repurchase arrangements for a period longer than two
business days conducted through a single dealer.

2. There is no limitation on the percentage of the overall portfolio that may be invested in: (1) U.S. government and agency
obligations and in repurchase agreements fully collateralized by such securities, appropriate state pools, or an authorized
custodial arrangement, pool or money market fund, if permitted by state statute, specified in the appropriate Section.

3. Investments in securities that are not readily marketable, other than securities or deposits that mature within seven days, may
not exceed 10 percent of the portfolio’s net assets at the time of purchase.

This section does not apply to bank accounts used for the temporary deposit of receipts and deposits needed to cover disbursements
that are expected to clear over the next seven days.
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VII.

VIII.

Investment decisions shall be based on the relative and varying yields and risks of individual securities and the City’s liquidity
requirements.

REPORTS

Quarterly and annual reports summarizing the investment portfolio by security types and maturities, and describing the portfolio’s
performance relative to standard benchmarks (e.g., 90-day Treasury bills), shall be provided by the investment committee to the City
Manager. A detailed portfolio listing, including cost, market valuations, maturities and commentary on economic conditions, shall
be provided with each report.

PORTFOLIO VALUATION

The market value of the investment portfolio shall be determined on at least a monthly basis. Significant deviations of market values
to amortized costs shall be reported promptly to the City Treasurer.

ADOPTION
This policy shall be adopted by the City Council. Any revisions must be approved by the City Treasurer and City Council.

Any investment held at the time of this policy’s adoption that does not conform with the policy shall be exempted from the
requirements of the policy so long as such investment is a permitted City investment under state statutes. At maturity or liquidation
of such investment, all proceeds shall be reinvested only as provided by this policy.

The City may invest or reinvest in an authorized custodial arrangement, pool or money market fund specified in the appropriate
Section of this policy that currently contains in its portfolio securities that do not meet the criteria set forth in appropriate Section
(“Non-Conforming Securities”) only if (1) the custodial arrangement, pool or money market fund is a permitted City investment
under state statutes, (2) the custodial arrangement, pool or money market fund has adopted a written investment policy that precludes
future purchases of Non-Conforming Securities for its portfolio, and (3) the custodial arrangement, pool or money market fund has
adopted a written investment policy of liquidating such Non-Conforming Securities as soon as practicable after market conditions
permit such liquidation at par.

This policy shall be reviewed during the City’s Annual Budget and Public Investment Program process.
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DEBT MANAGEMENT POLICY

PURPOSE

The purpose of this policy is to establish parameters and provide guidance governing the issuance, management, continuing
evaluation of and reporting on all debt obligations issued by the City of Cambridge.

Debt obligations, which include general obligation bonds, special assessment bonds, revenue bonds, bond anticipation notes,
lease/purchase agreements and any other debt obligations permitted to be issued under Massachusetts law, shall only be issued to
purchase capital assets that cannot be acquired with current revenues.

This policy statement reflects the long-term policy guidelines that have been used by the City’s management team, which are now
incorporated into the City’s annual Budget and Public Investment Program. Each year the City Manager will review these policy
statements with the City Council, informing the public of the City’s desire to maintain the highest standards of governance.

POLICY STATEMENT

Under the requirements of federal and state laws and City Charter provisions, ordinances and loan orders, the City may periodically
issue debt obligations to finance the construction or acquisition of infrastructure and other assets or to refinance existing debt. It is
the City’s goal to assure that such debt obligations are issued and managed in such a manner as to obtain the best long-term financial
advantage to the City and its residents, while making every effort to maintain the credit ratings of Fitch Ratings — AAA, Moody’s
Investors Service — Aaa, and Standard and Poor’s — AAA, and reputation in the investment community.

RESPONSIBILITY FOR POLICY

The City Treasurer shall be responsible for issuing and managing the City’s debt program. In carrying out this policy, the City
Treasurer shall:

1) at least annually consider the need for debt financing based upon the progress on the Public Investment Program;

2) at least annually review the City’s adherence to this policy statement and compare the debt ratios established in this policy
with where the City actually is;

3) at least annually review the City’s authorized but unissued debt to determine if any authorizations are no longer needed; and

4) at least annually determine if there are any opportunities for refinancing current debt.

The City Treasurer shall report his/her findings to the City Manager and City Council in April of each year, prior to the City
Council’s review of the Public Investment Program.
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IV. GENERAL DEBT GOVERNING POLICIES

The City hereby establishes the following policies concerning the issuance and management of debt:

A.

B.

The City shall not issue debt obligations or use debt proceeds to finance current operations of the City.

The City will utilize debt obligations only for acquisition, construction or remodeling of capital improvement projects that
cannot be funded from current revenue sources or in such cases wherein it is more equitable to the users of the project to
finance the project over its useful life.

The City will measure the impact of debt service requirements of outstanding and proposed debt obligations on single year,
five, ten and twenty-year periods. This analysis will consider debt service maturities and payment patterns as well as the
City’s commitment to a pay-as-you-go budgetary allocation.

V. DEBT POLICIES, RATIOS AND MEASUREMENT

A

Purposes of Issuance — the City shall only issue debt obligations for acquiring, constructing or renovating City owned fixed
assets or for refinancing existing debt obligations. The City intends only to invest and spend bond proceeds for projected
capital expenditures to comply with the 24-month payout exception in the US Federal regulations regarding non-arbitrage
bonds. In the event of unexpected delays in capital spending, the bond proceeds shall be invested in allowable instruments
that either restrict the yield so that the City does not benefit, or rebate the positive arbitrage to the U.S. Government.

Maximum Maturity — All debt obligations shall have a maximum maturity of the earlier of: (1) the estimated useful life of the
Public Investment being financed; or, (2) twenty years; or, (3) in the event debt obligations are being issued to refinance
outstanding debt obligations, the final maturity of the debt obligations being refinanced.

Net Direct Debt Per Capita Personal Income — The City’s overall net debt per capita shall not exceed 4.5% of per capita
personal income. The Direct Debt Per Capita Personal Income shall be calculated by dividing the City’s Net Direct Debt Per
Capita by the most current, estimated per capita personal income.

Direct Debt as a Percent of Estimated Full Assessed Value — The City’s overall net debt will not exceed 1.5% of the
estimated full value of taxable real properties with the City. The ratio of Direct Debt to Estimated Full Assessed Value shall
be calculated by dividing the City’s Direct Debt by the estimated full-assessed value of all taxable properties within the City.
Debt Service Levels — The City shall adhere to a debt management strategy that achieves the goal of limiting annual debt
service to 12.5% of the total budget.
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Average Maturity of General Obligation Bonds — the City shall have at least 70% of outstanding general obligation bonds
mature in less than ten (10) years.

Net Present Value Savings — The City must achieve a Net Present Value Savings of at least 3 percent and at least $1,000,000
over the life of an existing bond issue in order for it to be considered for refunding.

. The City shall not exceed fifty percent (50%) of its statutory debt limitation.

Bond Covenants and Laws — The City shall comply with all covenants and requirements of the bond resolutions, and
Massachusetts and Federal laws authorizing and governing the issuance and administration of debt obligations.

This policy shall be reviewed during the City’s Annual Budget and Public Investment Program process.
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DEBT RATIOS

Ratio of Net Direct

Debt to Assessed Net Direct Debt Per
Populationt? Assessed Value? Net Direct Debt? Value Capita
101,355 $ 24,271,700,606 $ 250,438,377 1.03% $2,471

! The population figure is from the 2000 U.S. Census. Source: U.S. Department of Commerce Bureau of Census
2 The assessed value reflects full market value as of January 1, 2009.
3 The net direct debt is as of June 30, 2009.

GENERAL DEBT LIMIT

Under Massachusetts statutes, the General Debt Limit of the City of Cambridge consists of a Normal Debt Limit and a Double Debt Limit. The Normal
Debt Limit of the City is 5% of the valuation of taxable property as last equalized by the State Department of Revenue. The City of Cambridge can
authorize debt up to this amount without State approval. It can authorize debt up to twice this amount (the Double Debt Limit) with the approval of a
State Board composed of the State Treasurer, State Auditor, Attorney General and Director of Accounts.

There are many categories of general obligation debt which are exempt from and do not count against the General Debt Limit. Among others, these
exempt categories include revenue anticipation notes and grant anticipation notes, emergency loans, loans exempted by special laws, certain school
bonds, sewer bonds, solid waste disposal facility bonds and, subject to special debt limits, bonds for water (limited to 10 percent of equalized valuation),
housing, urban renewal and economic development (subject to variation debt limits), electric and gas (subject to a separate limit equal to the General
Debt Limit, including the same doubling provision). Industrial revenue bonds, electrical revenue bonds and water pollution abatement revenue bonds are
not subject to these debt limits. The General Debt Limit and the special debt limit for water bonds apply at the time the debt is authorized. The other
special debt limits generally apply at the time the debt is incurred.

DEBT LIMIT CALCULATION FY11 DEBT DISTRIBUTION
Required
Equalized Valuation as of January 1,2008 $ 26,124,313,400 Debt Payment Interest  Appropriation*
Debt Limit (5% of Equalized Valuation) $ 1,306,215,670
City $34,865,928 $10,222,521 $45,088,449
Total Outstanding Debt as of June 30,2010 $ 317,436,444 School 1,002,167 196,451 1,198,618
Total Authorized / Unissued Debt as of June 30, 2010 92,004,251 Water 4,958,332 1,188,257 6,146,589
Total Outstanding Debt Plus Total Authorized / Unissued Debt  $ 409,440,695 Total $40,826,427 $11,607,229 $52,433,656
Amount of Outstanding Debt Outside the Debt Limit ~ $ 27,383,332 Notes: * General Fund Debt Service, page 1V-299, does not

Amount of Authorized / Unissued Debt Outside the Debt Limit - reflect School and Water debt service. School and
Outstanding Debt plus Authorized / Unissued Outside the Debt Limit ~ $ 27,383,332 Water debt service are budgeted at the department
level.
Total Outstanding Debt Plus Total Authorized / Unissued Debt  $ 409,440,695
Less: Outstanding Debt plus Authorized / Unissued Outside the Debt Limit 27,383,332
Debt Subject to the Debt Limit $ 382,057,363
Debt Limit (5% of Equalized Valuation) 1,306,215,670
Remaining Borrowing Capacity Under Debt Limit $924,158,307
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DEBT POSITION
Based on outstanding debt June 30, 2009

THE CITY HAS HISTORICALLY HAD A CONSERVATIVE DEBT GUIDELINE. When the City embarked on an aggressive capital improvement
program in the mid-1980’s, it established a guideline of retiring a majority of debt within ten years of the date of issue and allocating funds from reserve
accounts to finance projects which would otherwise have been supported through bond proceeds. The City’s rapid repayment schedule has given the City
considerable flexibility to extend redemption schedules for long-life projects such as the construction of a new water treatment facility, library and
ambulatory care center at The Cambridge Hospital. In addition, key ratios such as net direct debt to assessed value and unreserved fund balance as a % of

revenues compare favorably with national medians (see page 11-26).

Fiscal Total* Debt Required
Year Debt Payment Interest Appropriation
2010-11 $317,436,444 $40,826,427 $11,607,229 $52,433,656
2011-12 276,610,017 34,326,621 10,222,360 44,548,981
2012-13 242,283,396 31,073,404 9,056,423 40,129,827
2013-14 211,209,992 27,877,774 7,949,239 35,827,013
2014-15 183,332,218 25,367,218 6,932,575 32,299,793
2015-16 157,965,000 21,480,000 6,007,010 27,487,010
2016-17 136,485,000 19,825,000 5,226,510 25,051,510
2017-18 116,660,000 18,305,000 4,492,960 22,797,960
2018-19 98,355,000 13,850,000 3,819,134 17,669,134
2019-20 84,505,000 11,210,000 3,323,884 14,533,884
2020-21 73,295,000 9,820,000 2,916,333 12,736,333
2021-22 63,475,000 9,820,000 2,537,319 12,357,319
2022-23 53,655,000 9,820,000 2,152,602 11,972,602
2023-24 43,835,000 9,820,000 1,767,357 11,587,357
2024-25 34,015,000 9,385,000 1,374,632 10,759,632
2025-26 24,630,000 8,685,000 996,576 9,681,576
2026-27 15,945,000 6,135,000 643,088 6,778,988
2027-28 9,810,000 5,285,000 398,213 5,683,213
2028-29 4,525,000 3,275,000 182,344 3,457,344
2029-30 1,250,000 1,250,000 46,875 1,296,875

1. As of June 30 of the previous fiscal year.
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RESERVE POLICY

PURPOSE

The purpose of this policy is to 1) preserve the credit worthiness of the City for borrowing monies at favorable interest rates; 2)
provide working capital to meet cash flow needs during the year; and 3) attempt to stabilize fluctuations from year to year in
property taxes paid by the City taxpayers.

This policy statement reflects the long-term policy guidelines that have been used by the City’s management team, which are now
incorporated into the City’s annual Budget and Public Investment Program. Each year the City Manager will review these policy
statements with the City Council, informing the public of the City’s desire to maintain the highest standards of governance.

POLICY STATEMENT

Fund Balance is an important indicator of a community’s financial position. An adequate fund balance must be maintained to allow
the City to continue to meet its obligations in the event of an economic downturn and/or unexpected emergency. Therefore, the City
of Cambridge shall maintain:

An unreserved/undesignated General Fund (GAAP) balance as of June 30 of each year equal to or greater than 15% of the ensuing
fiscal year’s operating revenue; and total general fund balance as of June 30 of each year equal to or greater than 25% of the ensuing
fiscal year’s operating revenue.

RESPONSIBILITY FOR POLICY

As part of the annual budget preparation process, the City Treasurer will estimate the surplus or deficit for the current year and
prepare a projection of the year-end unreserved/undesignated general fund balance. Any anticipated balance in excess of the targeted
maximum unreserved/undesignated fund balance may be budgeted to reduce the ensuing year’s property tax levy or fund one-time
capital projects.

This policy shall be reviewed during the City’s Annual Budget and Public Investment Program process.
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APPROPRIATION BY FUNCTION

Intergovernmental
$44.277,085 General Government
9.6% $47,778,775
10.4%

Public Safety

SlE3d7u:;;i31; . §101,163,395
; 2 22.0%
29.9%

Human Resource

Development C ?mmunity
$30,102,300 Maintenance &
6.6% Development
§98,891,195
21.5%

TOTAL OPERATING BUDGET $459,705,025
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APPROPRIATION BY STATUTORY CATEGORY

Salaries & Wages
294.999.385
64.2%

Other Ordinary
Maintenance

106,952,780
23.2%
Travel & Training
. 3,578,450
Extraordinary °
: 0.8%
Expenditures
54,174,410
11.8%

TOTAL OPERATING BUDGET $459,705,025
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REVENUE BY SOURCE

Taxes
$314,575,015

68.4%

\Charges for Service
$69,770,355
15.2%

Miscellaneous Revenue

i o Licenses & Permits
A1% Intergovernmental 86,577,700
Revenue Fines & Forfeits 1.4%
540,444,870 $9,621,195
8.8% 2.1%

TOTAL OPERATING BUDGET $459,705,025
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PUBLIC INVESTMENT APPROPRIATIONS
FISCALYEAR 2011

Community
Maintenance &
Development
$19.490,015

87.1%

Public Safety

$675,000
3.0% Human Resource
Education Development
$600,000 $1.355,000
2.7% 6.0%
General Government
$265,000
1.2%

TOTAL CAPITAL BUDGET $22,385,015

Page 11-41




PUBLIC INVESTMENT FINANCING PLAN

FISCALYEAR 2011
Golf Course Fees ~ Property Taxes
$20,000 $1,850,000
0.1% 8.3% Parking Fund
$775,000
3.5% _Sewer Service Charge

$800,000
3.6%
‘Water Service Charge
$1,750,000
7.8%

Block Grant

$1,552,580
6.9%
Chapter 90
Bond Proceeds $1,933,435
$12.450,000 8.6%
55.6%
Street Preservation
Offset Fund (SPOF)
$260,000
MWRA Grant 1.1%
Interest on MWRA $576,410
Grant 2.6%
$417.,590
1.9%

TOTAL CAPITAL BUDGET $22,385,015
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TOTAL FY 2011 CITY BUDGET
APPROPRIATED FUNDS

Total General Fund
Water Fund
Capital Fund

Total: $482,090,040

$443,288,905
16,416,120
22,385,015

Capital Fund

$22,385,015

Non-bonded
Projects

Bonded
Projects

$9,935,015 $12,450,000

Total General Fund

$443,288,905

Water Fund

$16,416,120

Direct General Fund

$406,810,100

Parking Fund

$18,144,945

Community Development Block

Grant Fund
$1,835,245

Health Claims Trust Fund

$7,000,000

City Stabilization Fund

$8,300,000

$1,198,615

School Debt Stabilization Fund
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GENERAL FUND

TOTAL $447,511,485

The General Fund is the basic operating fund of the City. It is used to account for all financial resources except those required to be
accounted for in another fund. For budget purposes, Community Development Block Grant funds are included in the General Fund. The
total General Fund appropriation is $447,511,485, (which is the City Appropriation of $459,705,025 less the Water Fund appropriation of
$16,416,120), with an additional $4,222,580 in General Fund revenues raised to support a wide range of projects in the Public Investment
Fund. The $4,222,580 is the City Public Investment Appropriation of $9,935,015 less $1,933,435 in Chapter 90, $576,410 from MWRA

Grants, Interest on MWRA Grant ($417,590), $775,000 in Parking Fund revenue, $1,750,000 in Water Service Charges, and $260,000 from
the Street Preservation Offset Fund (SPOF).

Salaries & Wages Other Ordinary Maintenance Travel & Training Extraordinary Expenditures
$ 288,740,790 $ 103,128,430 $ 3,516,870 $ 52,125,395
Intergovernmental

Taxes Licenses & Permits Fines & Forfeits Charges For Service Revenue Miscellaneous Revenue

$ 316,425,015 $6,577,700 $9,621,195 $ 54,615,360 $ 41,556,325 $ 18,715,890
Expenditures Revenues

Salaries & Wages Intergovernmental

64.6% Revenue Miscellaneous

Charges For Service 9.3%

Revenue

122% 42%

Fines & Forfeits
2.1%

Other Ordinary Maintenance
23.0%

[Extraordinary Expenditures
11.6%

Travel & Training

o 70.7%
bo% 1.5% ’

Licenses & Permits
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GENERAL FUND THREE YEAR HISTORY

Expenditure Category FY09" FY10° Fy11®
Salaries and Wages $270.079.250 $276.873.085 $288.740.790
Other Ordinary Maintenance 97207495 98,240,005 103,128 430
Travel & Training 3,772,020 3,633,855 3,516,870
Extraordinary Expenditures 50,442 825 50,679.755 52.125.395
TOTAL BUDGETED EXPENDITURES $421.501,590 $429.426,700 S$447,511.485
Revenue Category FY09' FY10? Fy11?
Taxes $279.293 435 $293.371.625 $316.425.015
Licenses & Permits 6.536,100 5,958,620 6,577,700
Fines & Forfeits 9.961.325 8,985,080 9.621.195
Charges For Service 50007655 53,501,115 54.615.360
Intergovernmental Revenue 52.450.635 43 625970 41,556,325
Miscellaneous Revenue 23,252 440 23.984.290 18.715.830
TOTAL BUDGETED REVENUES $421.,501.590 $429.426,700 S$447.,511.485

! The total FY09 General Fund appropriation is $421,501,590 (which is the City Appropriation of $434,126,990 less the Water Fund appropriation of
$17,998,625) plus an additional $5,373,225 in General Fund revenues raised to support a wide range of projects in the Public Investment Fund. The
$5,373,225 is the Public Investment appropriation of $12,236,615 less $1,908,525 in Chapter 90, $900,000 in Parking Fund revenue, $1,750,000 from
the Parking Fund Balance, $1,000,000 in Water Service Charges, $1,000,000 from the Water Fund Balance, and $304,865 from the Street Preservation
Offset Fund (SPOF).

2 The total FY10 General Fund appropriation is $429,426,700 (which is the City Appropriation of $444,212,850 less the Water Fund appropriation of
$17,985,890), with an additional $3,199,740 in General Fund revenues raised to support a wide range of projects in the Public Investment Fund. The
$3,199,740 is the City Public Investment Appropriation of $29,360,780 less $1,914,385 in Chapter 90, $21,171,655 from MWRA Grants, $775,000 in
Parking Fund revenue, $1,000,000 in Water Service Charges, $500,000 from the Water Fund Balance, and $800,000 from the Street Preservation Offset
Fund (SPOF).

® The total FY11 General Fund appropriation is $447,511,485 (which is the City Appropriation of $459,705,025 less the Water Fund appropriation of
$16,416,120), with an additional $4,222,580 in General Fund revenues raised to support a wide range of projects in the 