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Stewardship: (defined) the conducting, supervising, or managing of something; especially : the
careful and responsible management of something entrusted to one's care <stewardship of

natural resources>.
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To the Honorable City Council and Other Stakeholders of Chelsea:

It is especially rewarding during this most turbulent financial time that I present this Capital
Improvement Plan (CIP) for the five year period of 2012-2016. While pleased to file this CIP, I
note that the Administration’s desire to further examine project administration and financial
matters involving this plan and those in the future required an additional four weeks beyond the
CIP’s traditional filing date. That time, though, which should not inhibit the thoroughly review,
vote on adoption and implementation of the CIP in a timely manner, has resulted in a more
informed product.

Part of the more informed product is in the remainder of this letter of transit. This communication
is now broken up into sections to allow it to better inform readers of important commentary

contained within it.

FY’12-’16 CIP COSTS

The FY’12 CIP calls for $6m in spending from a variety of sources, including $1.25m from Free
Cash. There will be more discussion below on the City’s emerging philosophy of utilizing more
pay-as-you go options, through the operating budget or Free Cash, to pay for capital needs.
Overall, the FY’12-"16 CIP assumes $21.4 million in spending, although that number is likely to
increase and will also be discussed below.

NON CIP CAPITAL PROJECTS PROJECED FOR FY’12

Prior to discussing the FY’12 plan and to put the City’s capital spending intentions in full view, it
should be noted that at least two major projects are not included in this CIP. The first, the $6
million, Washington Avenue Reconstruction Project, was advanced ahead of the CIP process to
take advantage of market conditions that have led to better project pricing. The second, the
replacement of street lights, was hoped to be determined by this filing, but several outstanding
questions of light types and costs have resulted in the project being omitted from the CIP. It is
anticipated that Council will receive a request prior to June 1% to fund that project, which could
cost as much as $900,000. It should also be noted that not included in this CIP are projects which
are being advanced for grant applications, but have not been awarded any grant money yet. Those
projects include a potential open space project and a roadway project, with a combined cost of $2
million. It is tradition that projects that have not received grant funding not be included in a CIP.



GENERAL CIP PHIL. OSOPHY

Those projects filed in this CIP do continue the tradition of supporting economic development
initiatives, the revitalization of neighborhoods, the enhancement of quality of life issues and the
desire to meet high municipal service delivery goals. Projects included in this CIP have been
planned, and will be carried out, to have a positive impact on public safety, public convenience,
public health and/or legal mandates imposed upon the City.

Most importantly, and under constant review, this CIP allows for the City to invest in its capital
while not overburdening the City’s financial health. In particular, with local aid reductions
continuing and other sources of revenues barely covering anticipated increases in costs, this CIP
remains responsive to the City’s overall need to balance budgets and remain at relatively low debt
levels. Fortunately, this plan accomplishes all of those goals.

FURTHER REDUCING FUTURE DEBT LEVELS

In fact, efforts are being made through the funding piece of this CIP to reduce the impact that
important projects could have on debt service levels, especially in water and sewer enterprise
accounts. Regarding the latter, aggressive water and sewer upgrades add significantly to utility
rates the City charges users. Balancing the need for projects versus the impacts of user charges is
a delicate undertaking. Additionally, this CIP purposefully relies on one-time revenues to pay for
the one-time expenses of several projects. The City is attempting to make regular financial
commitments to capital spending out of existing funding, thereby avoiding future interest costs.
That makes projects more affordable, allows for City capital funding to go farther, and provides
the City with the financial flexibility to ratchet down spending in lean years. The results continue
to see debt levels reducing, and the amount spent on annual interest charges reducing with it.
Obviously, that means that more money can be spent on more capital or other operational needs.

More specifically, the FY’12 spending plan reflects $394,00 in General Obligation bonds, down
45% from FY’11 borrowing and 75% from what was originally projected to be a $1.6m amount to
be borrowed for FY’12. The difference between the projected and the actual amounts is
recommended to be paid for through a Free Cash appropriation. In the out-years of this CIP, the
Administration continues to recommend GO bond spending of that same $394,000. Similar to the
FY’12 plan, the Administration would anticipate dedicating Free Cash for each of the out-years to
make up for the project cost needs. Again, the theory is instead of making a regular debt service
payment, which includes both principle and interest, the City should strive to avoid the interest
charges by setting an annual amount that the City should be able to budget out of Free Cash and/or
operating funds.

To further illustrate the attractiveness of the effort, over the life of a ten year bond, assuming 4%
interest, the savings on avoiding an interest charge on a million dollar project could be $200,000.
If the City borrowed that one million dollars each year for ten years and beyond, to a point where
principle charges equaled one million a year, the annual cost in addition to the one million in
principle payments would be $220,000. This is another example of how well managed entities
with financial flexibility allowed by that management can produce even more financial flexibility.
In the example cited, much needed capital repairs are performed, and the City saves more than
$1m in interest charges over the ten year period.



Carrying out the plan indicated above requires tremendous fiscal discipline, both in terms of
avoiding the temptation to program even more capital improvements in a given year and by
ensuring that ample Free Cash and other reserves exist to balance the operating budget, provide for
a regular capital expenditure and protect the City’s fiscal health going forward. Ultimately, it
would be hoped that the “Free Cash capital projects” could be blended into the operating budget as
revenues may increase. Either way, it remains critical that the City be able to maintain a sound
replacement program that makes annual expenditures affordable and helps the City avoid the need
for major emergency capital needs.

THE FY’12 CIP

Council will recall that a significant financial commitment is already being made to reconstruct
Washington Avenue. That project is being financed through a variety of sources that do impact
the City’s ability to commit to financing other projects in this CIP proposal. It remains unclear as
to what local aid levels will be, as well as other important State transfers that impact the City’s
CIP, most notably Chapter 90 funding for roadway reconstruction. As the City awaits word from
Beacon Hill about this critical information, this CIP reflects the most conservative of estimates.

As noted during the debate about accelerating the Washington Avenue project, the City has
abandoned the thought of securing additional State funding for Washington Avenue and is instead
focused on positioning an even more costly Broadway project for future State funding
consideration. To begin that process, this CIP seeks $325,000 in funding to undertake design work
on what could be a $10m overall Upper Broadway project that could begin construction in FY’14
or FY’15. While that design work is underway, several other projects will be funded in FY’12.
Projects supporting development in the urban renewal and Mystic Mall areas will be initiated,
including costly water, sewer and drain work, lane widening and general roadway resurfacing.
Three small roadway enhancement projects will be funded to improve general driving conditions.
Additional utility work is necessary and will be supported through this CIP for projects on Garfield
Avenue and Lower Broadway. Pedestrian improvements at the Williams School and a storm water
management plan are also planned for in FY’12.

Financial pressures over the last several years have resulted in the City delaying purchases of
rolling stock. Such can no longer be tolerated, so the City will be recommending the purchase of
three police cruisers, on fire staff vehicle and four DPW vehicles, each of the latter necessary to
replace aging equipment that has been especially battered during this particularly tough winter.
Also regarding winter conditions, new equipment is being sought for the snow plow the City uses
to clear certain sidewalks. The previous equipment was ineffectual and resulted in many lost man
hours and too much inconvenience for pedestrians on busy walking routes.

Nominal funding is proposed for IT equipment. However, it should be noted that less costly
desktop devices are being utilized instead of more costly hard drives as the City replaces aging
computer equipment. Several other modest projects, including replacing the Senior Center roof,
Library carpeting and City Hall door and camera equipment, are recommended, as well as heating
and software upgrades at the Police Station. The only park spending recommended in the CIP is
for minor maintenance needs. However, two major projects, the Highland Park reconstruction and
the construction of a new park in the Box District, are already funded for the calendar year and
soon to be in construction.



FY’13 AND BEYOND

These CIPs have contained out-year projects which are more illustrative of the need and less
scheduled in their implementation. Each subsequent year, some projects are advanced from
illustrative to actual, while others are left on future projections or dropped all together. The
FY’13-’16 list should provide some insight into the projects that are identified today as being
important over the next five years. However, a major water main break here or a shot engine there
could easily create new priorities in the out-years.

Perhaps what is more important in the out-years is the City’s sense of financial commitment to be
made. Efforts are made to program debt, especially in the area of water and sewer spending, so as
to understand the impact that spending today can have on the City’s financial flexibility tomorrow.
As it is currently constituted, the City’s spending plan through FY’16 is consistent with the City’s
financial forecasting and plans for balancing overall budgets during the period.

As already noted, the City does not included grant funding that is projected but not approved.
Thus, while it can be anticipated that grant funding may be received for numerous capital projects
in the out-years, such funding is not confirmed and therefore not currently reflected in those out-
year budgets. Additionally, more modest Free Cash appropriations are currently forecasted in the
out-years, with those amounts to grow or decrease depending upon the City’s ability to continue to
generate Free Cash or other reserves.

MORE THAN A NOTE OF CONCERN

Looking forward, several issues exist that should capture the attention of the City’s leadership.
First, from a process side, the CIP reporting continues to evolve. Ideally, each CIP year would
become a self-contained episode, with a beginning and an end that is clearly explained out and
closed out. We continue to move to that end, but additional work is necessary to set up a process
that informs to that point. Second, the annual CIP does not always contain every capital project
proposed for a particular year. Thus, the Administration is working towards a year-end reporting
that reflects all capital projects approved during the year. For example, in FY’11, the
aforementioned Washington Avenue and street light projects should be catalogued in a form that
allows for Council and other interested parties to see them as capital projects. Another example of
this is the City’s annual park project, which is mostly supported by a State grant but not readily
identifiable at the time the CIP is filed.

From the process to the substance, the third note of concern is that numerous major roadway
reconstruction needs exist. Presently and as noted, the reconstruction of Broadway looms out there
as a potential $10m project. It is the City’s intention to line that project up for State funding,
however, the process to do so is anything but easy to navigate or sure in its outcome. In total, the
major roadway reconstructions that are outstanding may exceed the ability of the City to
financially afford without a separate stream of revenue. It is therefore incumbent upon future CIP
planners and those who watch over them to consider such.

Fourth, several other more expensive projects are also in need of attention, including, most
notably, provisions for a new City Yard which could cost on the magnitude of $5 million or more.
Also, the City’s new schools are not so new anymore, at 14 years old and aging. City Hall requires



several million dollars of continuing maintenance, including those that could be funded through
energy savings achieved as a result of that maintenance.

Lastly, major infrastructure improvements are required in the area of the produce centers and to
support economic development efforts elsewhere. Regarding the produce centers, the
responsibility for aging infrastructure there is not clear, but the need is. More than $20 million
could be spent on reconstructing Beacham Street and repairing utilities in that area. While the City
has proven an ability to promote greater development, aging and inadequate infrastructure must be
addressed to support such opportunity. Some are quick to point out that developers should bear
that burden, but that is a perspective that is more appropriate for major city projects, like those
found in Boston. Frankly, development margins are so thin in Chelsea that the City is often
providing tax relief to help balance otherwise unbalanced pro-formas. Until the day arrives that
projects are more financially lucrative, or that more grant money becomes available, the City may
bear a larger share of infrastructure costs for widening roadways and improving underground
utilities. That burden is often paid off after years of increased property taxes achieved from those
projects, but those increased property taxes are also sought as sources of revenue to pay for other
increases in spending elsewhere in the City budget.

In the perfect world, especially these issues of substance could be quantified and programmed. In
this less than perfect world, though, it is important to be conscious of these matters, but not
paralyzed by them. Raising them in this forum is an appropriate way to continue to ensure that
City government is open to the issues confronting it, whether the news is good or not.

CONCLUSION

In presenting that attached, I do so being very mindful that the work of both the City
Administration and City Council are again reflected in this CIP. The combine financial
stewardship is allowing us to make a continuing investment in our community through this, the
sixteenth such CIP. Congratulations and thank you for your role in making that possible. I am
also quite proud of the team of City professionals who assembled this plan and regularly stress
over the very issues described above. Lastly, I must also thank Chelsea’s numerous other
stakeholders for their contributions to this plan. Input received from many quarters is factored in
to the decision making that supports this plan. We are all fortunate to have such a process and
product!

Respectfully submitted,
Jay Ash
City Manager






City of Chelsea
500 Broadway
Chelsea, MA 02150

CAPITAL IMPROVEMENT PROGRAM
WORKING GROUP

Jay Ash
City Manager

Ned Keefe
Deputy City Manager

Finance Departments
Robert Boulrice, Treasurer/Collector
Edward Dunn, Auditor

Information Technology Department
John Hyland, Director

Department of Planning and Development
John DePriest, Director
Carol Ridge-Martinez, Assistant Director

Public Safety Departments
Acting Chief David LaFond, Fire Department
Chief Brian Kyes, Police Department

Department of Public Works
Joseph Foti, Director
Andrew DeSantis, Assistant Director
Joan Lanzillo, Superintendent of Buildings and Grounds
Bert Taverna, Capital Projects Manager





















































































































































































Utility Enhancement

ADMINISTRATION CONTACT

Garfield Ave Water Main
Replacement- Washington Ave
to Clyde Street

Description

Abandonment of 6 inch unlined
cast iron water main on Garfield
Avenue from Washington Avenue
to Clyde Street, replacement of 6
inch water mains on Clyde Street
and Revere Beach Parkway with
8 inch cement lined ductile iron
water main

Justification

The water mains in this area are
brittle and the City experiences
water main bursts on a yearly
basis on these streets

Impact

Increased reliability of water
system and improvements in
drinking water quality

Andrew B. DeSantis,
Assistant Director DPW
500 Broadway
Chelsea, MA 02150

(617) 466-4206
ADesantis@chelseama.gov
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General Fund
Operating Budget
Free Cash Appropriation
General Obligation Bonds
Grants
Chapter 90
Other Grants

City of Chelsea

0.00
0.00
0.00

124,000.00
0.00

Enterprise Funds
Water Fund
MWRA Grants
MWRA Loans
Water Bonds

Sewer Fund
MWRA Loan
Sewer Bonds

Total Project Funding

Capital Improvement Program 2012

57

0.00
393,390.00
0.00

0.00
0.00
517,390.00



































