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|EXECUTIVE SUMMARY I

helsea’s five-year Capital Improvement Program (CIP), “Succeeding, one step at a time”, is the City’s

twelfth consecutive capital planning document. Keeping with the City Charter, this FY 2008-2012 CIP
adheres to the same planning framework as was employed in past documents. While the basic planning
framework remains steadfast, the spirit of CIP planning will typically involve refinements from year to year
in response to the local budgetary and the status of a vast array of local capital needs. The benefits of the
establishment of the CIP database developed in FY*02 continue to be realized; again, this year’s Plan was
developed with significantly greater efficiency as a result of that database. Management’s increased
attention to balancing project planning with fiscal planning will render deliverables of a higher quality within
a fiscal plan that is uncompromising to future CIP fiscal planning initiatives. The CIP is not a static process.
The creation of this CIP is based on the best available information at the time of development. However,
circumstances during the budget year and out years do change, which may then require a change in the plan.

“Succeeding, one step at a time” continues the focus on basic infrastructure activities, where the City’s
needs, while reduced through eleven years of focused investment, are still significant. Where possible, it
prioritizes investments that combine City initiatives to improve quality of life and economic development. In
fact, the CIP is closely linked to land use and development plans.

The CIP is a multi-year, fiscal planning document that identifies long-term improvements to the City’s
infrastructure and facilities, and provides a program for prioritizing, scheduling and funding. It is comprised
of two parts: a capital budget, which is the upcoming fiscal year’s plan; and a capital program, which is the
plan for capital expenditures for the four years beyond the capital budget. The CIP is prepared in
conformance with the City’s Charter and Administrative Code, under the City Manager/City Council form of
government. It is divided into seven “Program Areas”.

Utility Enhancement projects will total approximately $2,439,500 in FY’08. Utility Enhancements planned
for this fiscal year include enhancements in the Highland Street and Crescent Avenue areas.

Surface Enhancement projects will total approximately $562,500 for FY’08. Surface Enhancements
planned for this fiscal year include Library Street at Highland Street and Broadway. Also, sidewalk
improvements are planned at Jefferson Avenue, Highland Street and lower Broadway.
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Public Buildings and Facilities will total approximately $323,000 for FY’08 and $1,103,000 over the five
years of the CIP. Efforts continue in upgrading public buildings. In FY’08, the City will undertake
maintenance projects replacing the carpeting and computer furniture at the Library, installing energy
efficient windows at the Public Safety Building located on Sagamore Avenue, as well as purchasing an
emergency generator for City Hall. Also, the School Department will replace boiler equipment at the
Williams and Mary C. Burke Schools. Roof repairs will also take place at the Clarke Avenue School.

Public Safety will total approximately $545,000 for FY’08 and $3,441,000 over the five years of the CIP. In
FY’08, the Fire Department will begin the replacement of the municipal fire alarm system and purchase hurst
tools and a generator for Tower #1. The Police Department will aquire tasers and improve connectivity by
installing fiber connections and radio repeaters.

Parks and Open Space This program area is a critical component in sustaining quality of life in the city.
The goal is to perform major improvements to one park per year, as well as minor improvements to other
parks on an as-need basis. The City anticipates the donation of a one acre parcel along Chelsea Creek at
Chelsea Commons and will work with community groups in the planning and design of this waterfront park.

Equipment Acquisition will total approximately $379,400 for FY’08 and $1,005,400 over the five years of
the CIP. Due to the current budgetary environment and the success of the CIP process to update the City’s
rolling stock, this CIP extends the rolling stock replacement cycle from 10-years to a 13-year schedule. In
FY’08, Equipment Acquisitions includes an improved security system for the Library and server technology
for the Library and City Hall.

Administration and Contingency will total approximately $7,000 for FY’08 and $15,000 over the five
years of the CIP. This program area continues to be responsible for the creation, management and oversight
of the CIP. It currently does not provide contingency funding for cost overruns associated with the execution
of the capital projects presented. Savings in other program areas will provide funding should contingency
funding be needed.



| INTRODUCTION I

I n a similar process as has been undertaken for the last eleven years and as required by the City Charter

and Administrative Code, the City of Chelsea will compile a five-year Capital Improvement Program, the
FY 2008-2012 (July 1, 2007 - June 30, 2012) CIP which includes the FY’08 Capital Budget (July 1, 2007 -
June 30, 2008). A CIP is a fiscal planning tool that documents the City’s capital asset needs, ranks the needs
in order of project priority, and schedules projects for funding and implementation. The CIP is a dynamic
process that provides the opportunity for the city to plan for major expenditures in the future and to evaluate
new proposals based on more current data.

The CIP lists each proposed project to be undertaken in the next two years, the project justification, the year
it will begin, the amount expected to be expended each year, and the proposed method of financing. In
addition, the CIP provides a tentative project listing by category and financing source for years three through
five as a strategic planning and budgeting tool. Based on this information, summaries of planned capital
activity, and their funding requirements, for each of the five years are prepared and presented. The CIP is a
composite of the City's infrastructure needs, tempered by current and future financial planning and capacity.

What is a capital improvement?

A capital improvement is a major, non-routine expenditure for new construction, major equipment purchase
or improvement to existing buildings, facilities, land or infrastructure, with an estimated useful life of eight
(8) years or more and a cost of $10,000 or more.

Among the items properly classified as capital improvements are:
<+ New public buildings, or additions to existing buildings, including land acquisition costs and equipment

needed to furnish the new building or addition for the first time;

& Major alterations, renovations or improvements to existing buildings which extend the useful life of the
existing buildings by ten (10) years;

& Land acquisition and/or improvement, unrelated to a public building, but necessary for conservation or
parks and recreation purposes;

& Major equipment acquisition, replacement or refurbishment, with a cost of at least $10,000 and a useful
life of at least thirteen (13) years, including data processing equipment;

+ New construction or major improvements to the City's physical infrastructure, including streets,
sidewalks, storm water drains, the water distribution system and the sanitary sewer system, which extend
the useful life of the infrastructure by at least ten (10) years, and

& A feasibility study or engineering design services which are related to a future capital improvement.



INTRODUCTION I

What are the benefits of a capital improvement program?

+ Facilitates coordination between capital needs and the operating budgets;

& Enhances the community's credit rating through improved fiscal planning and avoids sudden changes in
it’s debt service requirements;

+ ldentifies the most economical means of financing capital projects;
< Increases opportunities for obtaining federal and state aid,;

& Relates public facilities to the City's strategic plan or public and private development and redevelopment
policies and plans;

& Focuses attention on community objectives and fiscal capacity;
& Keeps the public informed about future needs and projects, and
+ Coordinates the activities of neighboring and overlapping units of local government to reduce

duplication, and encourages careful project planning and design to avoid costly mistakes and to reach
goals.



CREATING THE CAPITAL IMPROVEMENT PROGRAM I

he City developed an administrative process that established policies and procedures for submitting and
evaluating projects. This includes:

<+ Instructions for submitting projects;
& A schedule for the submission of projects, and
4 A method of evaluating and ranking projects.

|Process Overview

The following process guides the capital plan process:

& The capital program Steering Committee is appointed by the City Manager and adopts formal policies for
preparation and prioritization. The CIP Steering Committee is comprised of:

Jay Ash, City Manager

Tom Durkin, Deputy City Manager
Anna M. Tenaglia, Treasurer/Collector
Joseph Foti, Public Works Director

& A schedule is adopted for completing the CIP;

& City project staff conducts an assessment by program category. City project staffs assemble as the CIP
Working Group to conduct the assessment including an inventory of existing facilities and assets. This
assessment documents the need for renewal, replacement, expansion or retirement by reviewing what
year the facility was built or asset was acquired, date of last improvement, condition, extent of use and
the scheduled date of rebuilding or expansion;

& The status of previously approved projects are determined,;

& The City's ability to afford major expenditures, including review of recent and anticipated trends in
revenue, expenditures, debt and unfunded liabilities;

& Project requests are solicited, compiled and evaluated:;

& Members of the Steering Committee meet with department representatives to individually discuss each

request;

A recommended method of financing is proposed for each project;

The CIP Steering Committee evaluates the submitted projects and ranks them in priority order as

objectively as possible and with reference to other projects;

The Steering Committee informs departments as to the approved priority of projects;

The City Manager submits the proposed CIP to the City Council and Planning Board,

The City Council holds a public hearing on the City Manager's recommendations;

The Planning Board reviews and comments on CIP;

The City Council adopts CIP by resolution, and

City staff monitors CIP projects for implementation.

* o
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‘CREATING THE CAPITAL IMPROVEMENT PROGRAM |

|Capita| Program Categories |

The capital budget and program are prepared according to the following seven program areas:

1. UTILITY ENHANCEMENTS includes repair, replacement and installation of water, sewer and drainage
lines; roadways, sidewalks and street furniture; hydrants, manholes and other related equipment;

2. SURFACE ENHANCEMENTS includes improvements to local streets, sidewalks, curb cuts, crosswalks
and Americans with Disabilities Act (ADA) improvements, other than those included in Utility
Enhancements;

3. PUBLIC BUILDINGS AND FACILITIES includes repair replacement and improvement of all of the
physical structures, and their contents, owned by the City including municipal, service, public safety and
maintenance facilities;

4. PARKS AND OPEN SPACE includes improvements to parks and open space generally in accordance
with the Parks and Open Space Plan;

5. PUBLIC SAFETY covers the police, fire and emergency management vehicles and equipment;

6. EQUIPMENT ACQUISITION includes vehicles and equipment acquisition to maintain the operations of
the Public Works and MIS Departments, and

7. CAPITAL PLAN ADMINISTRATION AND PROJECT CONTINGENCY encompasses administrative
support for the plan and a contingency for all capital projects listed in the plan.

|Capita| Program Priorities

The City of Chelsea gives priority to capital investments that meet at least one of the following criteria:

Addresses an urgent health or safety concern, legal mandate or code compliance;

Supports neighborhood revitalization;

Improves access to and the quality of municipal services for all citizens;

Advances existing economic development and the attraction of new economic activity to the City;

Compliments other projects, public or private, to gain economies of scale, and

* 6 6 ¢ o o

Enhances the continuing economic health of the downtown area.



|CAPITAL PROGRAM IMPACTS I

ne of the most difficult challenges facing the City today is to continue the investment in its capital
O assets, which began in earnest with the FY’97 CIP, while successfully managing the financial impact
on both the General and Enterprise Fund budgets. In light of the importance of continuing this planned
program of infrastructure repair and replacement, the City is committed to maintaining an annual Capital
Budget, which continues to reverse the effects of years of deferred maintenance.

Based on the inventory of capital assets, which is updated annually, the City has included projects in this CIP
that are necessary and consistent with the priorities and goals set forth by the City. Through prudent fiscal
management and conservative financial forecasting, the City has determined the appropriate levels of capital
expenditures that can be incorporated into the General and Enterprise Fund budgets.

While these levels are subject to change given the nature of the CIP process, the FY 2008-2012 CIP includes
General Obligation borrowings supported by the General Fund totals $743,000 in FY’08 and $3,750,000
million over the five years of the plan. General Obligation borrowing supported by the Enterprise Funds
totals approximately $709,000 in FY’08 and $7,928,101 over five years. The financial impact of the CIP on
the General and Enterprise Funds is discussed below.

|Debt Service Impact on the General Fund |

Presently, the City has a moderate level of direct debt outstanding. The table below outlines the total
approximate principal and interest costs that will be incurred over a five-year period, including the cost of
the Schools Project net of State reimbursement and the cost of the debt incurred to finance the Urban
Renewal Project. The incremental increase in the debt service is attributable to the borrowing required to
finance projects in this and previous CIPs.

PROJECTED DEBT SERVICE — GENERAL FUND BUDGET
. Other .
Projected CIP . . Debt Service
Fiscal Year Existing Debt Debt Service, PrOJecte_d Debt  Projected T'otal as a % of
- . Service, Debt Service
Service (000)  Cumulative C lati General Fund
(000) umulative (000)
(000)
2008 $1,913 $78 $0 $1,991 1.86%
2009 $1,991 $78 $0 $ 2,069 1.93%
2010 $ 2,069 $78 $0 $2,147 2.00%
2011 $2,147 $78 $0 $ 2,225 2.10%
2012 $ 2,225 $78 $0 $2,303 2.15%
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It is the City’s desire to effectively manage the financial impact that the debt financing of capital projects has
on the General Fund. To that end, the City has committed to an aggressive debt retirement strategy to
effectively manage the level of outstanding debt. The dollar value of Capital Improvement Program projects
has been reduced to allow the City to more efficiently manage the program.

|Debt Service Impact on the Enterprise Funds |

A significant portion of the projects identified in the FY 2007-2011 CIP is Utility Enhancement (Water,
Sewer, and Drainage) Program area improvements. The table below outlines the projected costs of
Enterprise Fund Debt Service resulting from this CIP.

PROJECTED DEBT SERVICE — ENTERPRISE FUND
Projected CIP i
. - DetJ)t Service,  Projected Total Debt Service asa
Fiscal Year  Existing Debt . . % of Enterprise
Service (000) Cumulative Debt Service Fund
(000) (000)
2008 $1,600 $197 $1,797 14.37%
2009 $1,859 $197 $2,056 16.44%
2010 $2,118 $197 $2,315 18.51%
2011 $2,377 $197 $2,574 20.59%
2012 $2,636 $197 $2,833 22.66%

Based on the Enterprise Fund accounting methodology, all costs associated with the operation and
maintenance of the water distribution and sewer collection systems, including debt service, must be
supported by user charges. The Enterprise Fund budgets must also support projected future increases in
wholesale water and sewer costs imposed by the MWRA. Responding to this imperative, the City is
committed to controlling and/or reducing whenever possible Enterprise Fund expense levels so as to mitigate
the increases that must be passed onto ratepayers. Keeping the debt-side of the rate formula process in
check, therefore, helps to keep water and sewer bills lower.



CAPITAL PROGRAM IMPACTS |

The effectiveness of this strategy was realized during the years between FY’99-FY’02 when the combined
water/sewer rate remained level even in the face of wholesale rate increases by the MWRA, and increased
debt service obligations. In order to continue to control debt-related impacts on water and sewer rates, the
City began in FY’01 to limit cumulative projected debt service. It is important to note that the cumulative
impact of the multi-years of updates also positions the City to reduce the overall commitment needed to
upgrade and maintain a satisfactory and functional water and sewer system.

As the City moves forward with this CIP, it is committed to a strategy that will continue to invest in
infrastructure improvements that enhance the delivery of service and increase the marketability of Chelsea as
it relates to economic development and neighborhood revitalization. In addition, through proper financial
planning and debt management, the goal of the City is to balance capital needs while effectively managing
the financial impact resulting from the increased borrowing required to implement the projects outlined in
this CIP.



Capital Plan Expenditures by Program Area

FY'08 - FY'12
FY'08 FY'09 FY'10 FY'11 FY'12 Total
Administration $7,000 $2,000 $2,000 $2,000 $2,000 $15,000
Equipment Acquisition $274,400 $86,000 $180,000 $180,000 $180,000 $900,400
Parks & Open Space $230,000 $0 $0 $0 $0 $230,000
Public Buildings & Facilities $323,000  $180,000 $200,000 $200,000 $200,000 $1,103,000
Pubic Safety $545,000  $817,000 $693,000 $693,000 $693,000 $3,441,000
Surface Enhancements $562,500  $692,000 $292,000 $292,000 $292,000 $2,130,500
Utility Enhancements $2,439,500 $2,072,941 $1,900,000 $1,900,000 $1,900,000 $10,212,441
Total $4,381,400 $3,849,941 $3,267,000 $3,267,000 $3,267,000 $18,032,341
FY'08 - FY'12
Equipment
Acquisition

Administration 5%

0%

Parks & Open
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|CAPITAL PROGRAM SOURCES I

Capital investment for the FY 2008-2012 CIP is derived from several sources: Water and Sewer Enterprise

Funds, General Obligation Bonds, General Funds, and various state and federal grant programs. This section
will describe the various sources listed above.

|Genera| Obligation Bonds |

General Obligation (GO) bonds are general obligations of the City. The source of repayment is not limited
to any particular fund or revenue stream. GO bond proceeds may be used for a wide range of capital
activities, however, the term of the bond must be tied to the life of improvement. For example, a roadway
may be financed with a twenty-year bond, and most vehicle purchases are financed with a five- to ten-year
bond.

In recent years, the City has not issued large amounts of GO bonds. Prior to FY’97, the City had only $2.2
million in GO bonds outstanding with an annual debt service payment equal to $350,000. The City has
conservatively estimated its General Fund supported bonding capacity at 2.75% in new debt per year, to
finance projects included in the CIP. The actual amount of debt issued will depend on the ability of the
operating budget to sustain annual principal and interest payments.

|Water and Sewer Enterprise Bonds |

The Water and Sewer Enterprise Fund is dedicated to tracking and reporting all activities associated with the
operation and maintenance of the water and sewer systems. The principle of enterprise fund accounting is
that all costs of providing services to the public, including depreciation, be financed or recovered through
user charges. The City’s cost recovery and financing system for the operations and maintenance of the water
and sewer systems is based upon this principle. Water and sewer revenue may only pay for water and sewer
expenses. Like the overall general fund budget of the City, the Water and Sewer Enterprise Fund may
finance planned capital improvements from current "rate revenue" or from long-term bonds, which must be
repaid over time using future rate revenue.

This CIP describes Water and Sewer Enterprise Fund expenses of $709,000 or 17% of the total capital
expenses for FY’08 and $7,925,101 or 8.9% of the total over the five years of the CIP. The great majority of
these expenses will be paid by proceeds from new bonds issued under the rules of the Enterprise Fund. The
actual amount of debt issued will depend on the ability of the rate system to sustain annual principal and
interest payments related to the bond debt as well as ongoing wholesale costs. The single largest expense of
the Water and Sewer Enterprise Fund is the wholesale costs of water and sewer services provided by the
MWRA. The ability of the City to issue Water and Sewer bonds to finance capital improvements is directly
tied to the projected rate increases from the MWRA and the corresponding budget impact.
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|General Funds/Operating Budget/Free Cash |

In an attempt to minimize the amount of GO bonds that need to be issued on an annual basis, the City has
made a policy decision to use a “Pay-As-You-Go” funding concept. In positive economic times and when
funds are available, the City can implement the pay-as-you-go funding policy with the use of undesignated
fund balance, "Free Cash”. Although this should not be an annual practice or policy, use of such funds,
which are usually generated from one-time revenues, will positively impact on out-year budgets when the
economic cycle may have turned.

In addition to Free Cash, this funding policy is also supplemented by the use of operating budget funds from
the General Fund. The City anticipates using operating budget funds and/or Free Cash to finance relatively
smaller capital expenses that have a shorter useful life expectancy.

To insure that this commitment continues during difficult economic times, the City Manager recommended
and the City Council approved a Capital Contingency Reserve Fund. With the appropriation of $200,000
made by the City Council in October 1999, the goal of $600,000 was achieved in this account; this is the
equivalent of three years worth of Pay-As-You-Go reserves. This fund was the first of its kind in the State.

It is also important to note that several City departments will also carry a "capital” line item in their operating
budget each fiscal year. In general, these will be for expenditures of a shorter useful life or lower cost than
those that would qualify as capital items by the policies of the CIP. For example, replacement of police cars,
with a useful life of less than five-years, is carried in the Police Department's operating budget.

|State and Federal Sources |

The State and Federal governments continue to play a major role in funding infrastructure improvements,
open space, and economic development, although this role has diminished considerably in the last two
decades. Generally, the State or Federal government borrows money and then makes it available through
application to municipalities.

Federal Highway Administration (FHWA) funds and Massachusetts Roadway funds, coordinated by the
Boston Metropolitan Planning Organization (MPQ), are critical for major roadway construction projects and
related transportation projects in Chelsea. In 2006, the City benefited from a federal transportation bond
award to the State of $2.0M for roadway and sidewalk improvements to the Beacham Street/Williams Street
corridor. During FY 07, the City will compete for matching state funds in order to undertake the extensive
improvements required for this important transportation corridor. The most recent project completed from
these type of federal/state funds was when the City secured a $7M federal funds priority for the rehabilitation
of Eastern Avenue from Broadway to Central Avenue. The Eastern Avenue rehabilitation project was
completed during the fall of 2006. In prior years, Chelsea has also been the recipient of funds from the
Transportation Efficiency Act (TEA-21) program — one of many special programs in this family of FHWA
funds - which provided $1.2M for the 2003 rehabilitation of Fifth Street from Broadway to Arlington Street.
The City’s conservative approach defers inclusion of a grant-based project until the confirmation of funding
award. Due to increased competition in Massachusetts for federal roadway funds and new policies adopted
with regard to the allocation of State funds, the City is constantly reevaluating its strategy with respect to
securing funds from these programs in order to improve its competitive advantage.
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The City is eligible to receive funds each year from the Massachusetts Small Cities Program (MSCP), a
program administered by the Division of Housing and Community Development. MSCP derives its funding
from the Federal Community Development Block Grant Program to support a wide range of community
development activities that include infrastructure, park improvements and housing and human service
activities, although not all projects within these categories may be eligible for funding through the process
which stresses a benefit for low and moderate income residents. Chelsea is one of twelve “mini-entitlement
communities” and is eligible for up to $800,000 in MSCP funds. A grant application is being prepared that
will focus on infrastructure improvements and social service programs. The current grant award will provide
new infrastructure investment to support the conversion of an industrial area to the new residential BOX
WORKS DISTRICT neighborhood — where new housing is already under construction, and funding to
support the English as a Second Language (ESL) for the Chelsea Community School Programs in FY’07.

Through a variety of programs, the City will compete for State funds to support parks and open space
development. Again, the conservative approach used in the CIP includes only funds awarded from grant
sources and not pending applications. During 2006, the City received $220,000 in parks and open space
funds administered by the Massachusetts Executive Office of Environmental Affairs for the construction of a
new park/playground on a lot owned by MassPort at the corner of Chestnut Street and Fifth Street, where the
youngest residents of the neighborhood is underserved for play space. During 2007, the City anticipates
competing for additional park funds to support projects identified in the 5-Year Open Space Plan.

The City receives funding assistance for roadway improvements through several State funds administered by
the Massachusetts Highway Department (MHD). This includes funding from the Chapter 90 Program that is
distributed annually on a formula basis to all the cities and towns in Massachusetts. These funds have been
used generally by the City to pave local streets, although they may also be used to pay for major roadway
projects and for roadway maintenance equipment.

The State also administers roadway funds related to economic development projects that create new jobs in
communities. The Community Development Action Grant (CDAG) Program and the Public Works
Economic Development Program provide state funds to local communities for infrastructure improvements
to support new private development. During 2006, Chelsea secured a $1.2M award from the CDAG
program for roadway and drainage improvements to Spruce Street (between Sixth Street and the railroad) in
support of new development in the Everett Avenue Urban Renewal District. This project will be completed
during FY'07. The City will remain active during FY'08 in competing for this and other state program funds
to support various major roadway projects including Spruce Street Phase 11 and Crescent Avenue Roadway
and Drainage Improvement Program.

Sewer and Drainage improvement funds are available from the Massachusetts Water Resources Authority
(MWRA) on a 45% grant, 55% interest-free loan basis for eligible project activities. The Local Pipeline
Assistance Program and the Inflow and Infiltration Program provide supplemental capital funds to the City’s
improvement program on a project-by-project basis. In FY’08, approximately $409,500 in MWRA grant
funding from the Inflow and Infiltration Program has been allocated for projects in this CIP. The City will
continue to pursue MWRA Grants and others like it as funding supplements to future Utility Enhancement
projects.




Water pipeline rehabilitation funds are available from the MWRA on a ten-year repayment, interest free loan
basis. The Local Pipeline Assistance Program will make available to the City with more than $500,000
annually for the next ten years for pipeline relining and replacement projects. This amount will significantly
reduce the need for Water and Sewer bonds in future CIP’s.

Over the past few years, the School Building Assistance Program has been the most significant external
source for funding City debt. This program supports funding for school construction and renovation and is
funding 95% of the principal and interest costs of the new school facilities opened in 1996 and 1997 for
Chelsea school children, including a new high school campus, new middle and elementary school campuses,
and the renovated Shurtleff School for pre-kindergarten, kindergarten and first grade. Improvements to the
old high school, now the Clark Avenue School, have been funded from City resources. In total, the City
received a 90% reimbursement for the recently completed High School addition.



Capital Plan Revenue Source Detail By Year

FY'08 - FY'12
FY'08 FY'09 FY'10 FY'11 FY'12 Total
Chapter 90 $602,500 $345,000 $292,000 $292,000 $292,000 $1,823,500
General Obligation Bond $743,000 $757,000 $750,000 $750,000 $750,000 $3,750,000
Free Cash $0 $0 $0 $0 $0 $0
Other Grants $580,000 $792,000 $0 $0 $0 $1,372,000
MWRA Grant/Loan $1,374,500 $108,840 $0 $0 $0 $1,483,340
Operating Budget $372,400 $328,000 $325,000 $325,000 $325,000 $1,675,400
Water Enterprise Bond $34,000 $760,000 $1,000,000 $1,000,000 $1,000,000 $3,794,000
Sewer Enterprise Bond $675,000 $759,101 $900,000 $900,000 $900,000 $4,134,101
Total $4,381,400 $3,849,941 $3,267,000 $3,267,000 $3,267,000 $18,032,341
FY'08 - FY'12
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UTILITY ENHANCEMENTS

|Overview FY 2008-2012

Eleven years of investing in the City’s water, sewer and
drain infrastructure has resolved many longstanding
system deficiencies. However, much more remains to
be done. Like most, if not all older cities, the City faces
continuing challenges because of its aging and
previously poorly maintained infrastructure. The cost of
repair for water, sewer and drain facilities is usually
substantial and the results unseen. Improvements to
City's water distribution and sewer collection system
continue to be made every year through the capital
plan. In recent years, the City has made substantial
progress in addressing a long list of known capital
improvement needs and priorities. While funds for
these efforts are limited, the City has been able to
address its needs strategically and positioned to quickly
move forward with projects as funding becomes
available.

Water distribution system and sewer collection system
improvements are driven primarily by extraordinary
maintenance and repair costs for a given section, new
State and Federal environmental rules, and
accommodating growth in the city. Water system
improvements are further driven by the mandate to
provide the highest quality drinking water for the
citizenry and the need to increase fire flows to certain
sections. Sewer system improvements are also needed
to enhance system flow performance.

The privatization of the operations of the water
distribution and sewer collection system, and the
programmed cleaning performed under that contract,
have significantly decreased the frequency of sewer
blockages.

Several sewer mains known to be in poor condition and
in danger of completely collapsing have been
reconstructed. A continuing program of access point
installation, pipe cleaning and internal inspection in the
sanitary combined and drain sewer systems improves
current performance. It also alerts City personnel to
potential trouble areas prior to a pipe collapse and
provides a database for cost effective system
improvements.

The City continues to reduce the number of storm
sewers that are directly connected to the sanitary sewer
system. These “clean water” flows contribute to the
MWRA wholesale charges and add to sewer back-up
problems.

|Challenges FY 2008-2012

The primary obstacle to upgrading sewer and water
infrastructure is funding. The level of direct, dedicated
sewer funding support previously available from
Federal coffers through the Clean Water Act has been
reduced to a trickle. Unfunded mandates from Federal
and State programs have added to the burden. Some
success has been achieved in getting the State and the
MWRA to provide infrastructure improvement program
funding. New programs have been created to support
drinking water quality improvements.

Within these realities, the City must strategically plan
improvements in conjunction with other roadway and
drainage infrastructure improvements; use varied sources
of funds, including grants; actively lobby for legislation
funding Federal and State mandates, and structure water
and sewer rates to reflect both usage and capital charges.



UTILITY ENHANCEMENTS

| Goals FY 2008-2012 |

| Programs FY 2008-2012

| |Projects FY 2008-2012 |

In addition to providing clean, safe,
and reliable drinking water to
residences, institutions and
businesses within the City, water and
sewer infrastructure work must be
designed to reduce the amount of
non-sanitary flows entering the
wastewater collection system.

Specific goals for water and sewer
projects include:

& Increasing hydrant flows to
improve fire protection;

& Separating, where possible,
combined sewers and decreasing
stormwater flows to sanitary
interceptors, thereby reducing the
overall level of flow transported
for treatment, and, thus, reducing
costs to the City for disposal;

& Decreasing drinking water quality
complaints;

& Achieving compliance with
USEPA lead maximum
contaminant levels, and

+ Reducing the amount of non-
revenue-producing water and
cutting infiltration and inflow into
the sanitary system, thereby
decreasing the long-term cost of
the entire systems.

Guiding the programs for
implementation in the area of water
and sewer are plans to:

& Systematically address the long
overdue rehabilitation and repair
of the water distribution and
sewer collection systems;

& Combine individual infrastructure
projects in bundles, performing
water, sewer, drain and roadway
improvements as integrated
projects;

& Plan infrastructure improvements
to enhance projects undertaken by
Massachusetts Highway
Department and MWRA.. For
example: drainage and water
improvements in conjunction with
the reconstruction of Eastern
Avenue and the Chelsea Branch
Sewer Project;

& Complement MWRA Chelsea
Trunk Relief Sewer and Chelsea
Branch Sewer Projects, and

& Utilize as much grant funding as
possible to reduce the cost burden
on ratepayers.

The five-year investment plan in this
program area will target the
following areas:

<+ Water main replacements,
cleaning and cement linings, as
well as abandonment and transfer
of water service at various
locations throughout the city;

& Sewer line inspections,
reconstruction and replacements,
and repair and installation of
manholes and catch basins at
various locations throughout the
city, and

<+ Drainage studies of the combined
sewer tributary area to the
combined sewer outfalls to reduce
frequency of flooding.





