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Bernard F. Lynch
City Manager

May 24, 2013
To Mayor Patrick O. Murphy and Members of the Lowell City Council:

In accordance with the requirements of the Massachusetts General Laws and the Charter of the City
Lowell, I herewithtransmit the proposed Operating Budget for Fiscal Year 2014 which begins on July 1
2013.

My last budget submission to the City Council in FY13 represented the realization of a new horizon as t
administrationds f ocus o orogdenatiorss.nTheelast sbverg gears Hawe deen
incredibly challenging, as we have attempted to mitigate the effects of the Great Recession on our ability
offer essential services to residents while simultaneously keeping taxes affordable and ngintaigial
investments in infrastructure. Amidst these seemingly overwhelming challenges, in FY13 we submitted
budget with the lowest proposed tax increase since 2001.

| am pleased to report that the operating budget for fiscal year 2014 represerseaedented opportunity

for the city to increase our investment in critical infrastructure needs, continue our focus on good financi
policies, and expand several of our services to residents, all while continuing to hold taxes well below t
maximum limts allowed under state law. We have achieved this seemingly impossible feat with soun
financial policies, performance management, and the support of the City Council. However, now that v
have righted the ship and are in a position to move the city fdriméo the future with a solid financial
foundation, it is incumbent upon us that we stay the course and remain vigilant, so as to ensure that
growth is sustainable and our operations are both efficient aneéffestive.

In order to better apprexit e how the citybés operating budget
|l ook at the cityds financi al position in its hi
capacity had shrunk to $5.05 million, our free cash walsemegative, and our only available reserves were
the Chapter 17 reserve account set up by the state in the 1990s. This was a formula for a vieak long
strategy, highly susceptible to minor shocks in the state or national economy. The structutairdated

by these conditions was a lingering issue throughout the course of the past five years. In March of 20
financi al analysts from Moodyds had downgraded
down reserves to balance the betddJsing stable finances as our core ethos, the initial years of my tenure
in Lowell attempted to create a lean and flexible workforce that could operate effectively on a drastical
reduced budget. Those years were rather difficult for everyone, builily @e had been given a positive
outl ook from Moodyds, our bond rating was i mpr
Citybés stabilization fund. This year, our exce
million next year. These improvements signify turning point in the ability to implement our long term
strategy to restore services and infrastructure investments. Without a strong commitment to financ
astuteness we would not be so well positioned to maximizeadengml as a gateway city.

The City of I OWE LL."_E.’E'r'. Unique. Inspiring.
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Bernard F. Lynch
City Manager

Strategic planning has played a central role in the budgeting process over the past several years, ¢
evidenced by the growth in the budget document itself. We no longsendra budget that simply lists kne
item costs and revenues, as was the practice in the past. We have transformed the budget to better in
both the Council and the public of our goals, as well as our efficiency in achieving those goals through t
listing of performance indicators. In fact, our efforts in performance management have been recogniz
recently by the State and Lowell has solidified its place as a leader in the field. Through the implementati
of the LowellStat program, we are able to malatadriven decisions and rely less on anecdotal evidence to
improve operations. The data show that we have made noticeable improvements in many areas of munic
services, mo st notably in public safet yrecraati@h c i
program is due to expand to its largest size in nearly 15 years, offering myriad opportunities for the childr
of the city at no cost to the participants. The Development Services Division of DPD has made tremendc
strides in improving the @ity of our code enforcement and inspections, we have fewer fire station closings
than in recent memory, and crime in the city has continued to decrease steadily. Since 2009, the tt
number of serious crimes committed within city limits dropped by 2314#%t year, the city was named the
lead community in a $373,000 Community Innovation Challenge (CIC) grant from the State Executiv
Office of Administration and Finance to promulgate our best practices in performance management
smaller communities intested in implementing similar methods and Lowell will be playing a major role in
the development of a stabdde set of performance measures.

The secret to building upon our success is perseverance, which will be a theme of the administration mov
forward. A very strong financial performance in 2012 allowed us to accelerate capital spending this year
over $4 million. This amounwas put towardsmaking muckneeded improvements to schools and various
municipal buildingsreplacing an ageing fleeh iseveral of our divisions and. We expect to be able to
increase our investment in infrastructure next year to upwards of $14 million, which will be put toward
better roads, parks, and equipment. Our ability to plan for theteyngcomes both from ounsistence to

not use ondime monies to fund operational costs and our focus on operational efficiency. This has als
allowed us to focus more on customer service, improving the overall resident experience in the city, a
truly making Lowell an alive, ugue, and inspiring place. Developers who are looking to expand or locate a
new business often look for the right combination of financial stability and overall livability in making their
decisions. Lowell is well poised to attract new employers for thig reason and in the coming year there
will be some exciting new announcements regardi

Still, there are and will continue to be challenges along the road ahead. This year the state legislature
increased our regred spending on charter schools significantly, but has scheduled only a slight increas
funding for public schools through Chapter 70 dids vitally important for the state to fund the Charter
School Reimbursement Account in order to protect requiétic schools from financial harm due to the
diversion of Chapter 70 aid to charter schools. Underfunding the reimbursement account reduces fund
for programs for the 97% of school children in traditional schools. Additionally, UnrestrictedMigcal

The City of I OWE LL.".K';';'(". Unique. Inspiring.
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which accounts for a large portion of the aid used to fund municipal services, is approximately $41
million lower than it was in fiscal 2008 and reliance on the property tax to fund municiggtbud at

its highest point in 30 years. This trend is not sustainable in the long term and has forced municipaliti
to explore alternative service models, such as regionalization, as a collaborative way to continue
provide the services that resideatgpect. Thankfully, the Chapter 90 local road and bridge program has
been increased, which will provide much needed assistance to our efforts to maintain our infrastructu
Conceivably the most daunting challenge for Lowell in the future, though, wiibeost of providing
healthcare and other ngension benefits for retirees, collectively known as OPEB.

We have already begun to make progress towards addressing these challenges in this area
maintaining strong reserves and by migrating all of acuta ve and retired emp
Group Insurance Commission (GIC). In previous years, Lowelfgetfed health care costs through a
health insurance trust fund. Now, by moving away from afselled model for providing insurance to

a premiummbased model with the GIC, the city no longer needs to provide funding to the trust to cove
employee claims. When the current balance of the trust fundowtnsver the course of the next year,
the city administration intends tause its portion of the reaming funds towards our OPEB
responsibility. There will undoubtedly be other challenges in the future, but overall, | am incredibly
pleased to see the City in a position to invest in its needs and tackle the aforementioned challenc
which would not havéeen possible a decade ago.

In closing, | want to sincerely thank the employees of the City for their continued efforts in delivering
services to the citizens of Lowell to the best of their abilities. | also want to thank the department hea
for their ontributions in advancing the goals and objectives of the administration with limited resources
| want to recognize and thank the individuals who played the major role in developing this budge
document, CFO Tom Moses, Chief Information Officer Miran Bedez, Data Analyst Conor Baldwin,
and Executive Assistant Lynda Clark. | also wish to thank the City Council for their direction anc
support as we move the City of Lowell forward. Finally, | want to thank the citizens of the City of
Lowell for the opportnity to serve as City Manager.

Sincerely,

Bernard F. Lynch

City Manager

The City of LOWE LL Alive. Unique. Inspiring.
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City of Lowell FY2Q14 Proposed Budget

Financial Overview for the Fiscal Year 2DBudget

We opened the financial overview sectiorf | ast year 6s budget by ¢
was a transition year and it was, but in slightly different ways than we had anticipateatigfiya

the City was buoyed by outstanding results in 2012 to be able to strategicallydvakeage of
opportunities and to better weather difficult times. Through a combination yafffpafrom
strategic investments and a mild winter, the General Fund finished 2012 with certified free cash of
$6,411,250, the highest level in several years. Enterprisebfaladices were also very healthy.
Early in 2013 the City Council voted to transfer 100% of the certified Free Cash into our
Stabilization Fund. Stabilization Fund Balances now stand at $9.9 million and opteCh@
reserve remains at $4.2 million.

Not only did we have outstanding results in Fiscal Year 2012, but we were able to fund the 2013
budget without a property tax levy increase other than new growth. This action increased our
excess levy capacity from $6.4 million in 2012 to $9.2 million in 20081y two communities in

the Commonwealth had larger increases in excess levy capacity last year.

These financial highlights were achieved, in part, because of an increase in local aid from the
Commonweal t h. Lowel | 6s C hrafigantlg, from7$021.8 railhoa m | a
2012 to $126.5 million in 20183. Unrestrict
other local aid increased by a modest $325,000. We also benefitted from one of the warmest an
least snowy winters in yearsThis help was welcomed, since challenges remain at tlexaie

l evel. Grants and other federal paystmainht el idf
and sequestration seemed to plague us throughout the year.

Antici pat i ng stahpicture wonle corgtinua to esléwdy infpiiove and that local aid
would not decline, we predicted that we would be able to balance the budget in 2014 with no tax
increase. This would have marked the second year in a row, a feat that is nearlgdempeein
Massachusetts, especially in a tough economy. Only one sizeable community, Quincy, has
voluntarily accomplished this since 2009, and they required a subsequentréasé of more than

$8 million. Despite this revenue limitation, our goal was ttesebllective bargaining agreements

with all unions. These agreements would include compensatiogases offered in exchange for

the concessions received from the unions over the past several years and for future concession
We set the following timiene for budget completion.

1. February 8, 20138 Distribute all departmental budget material

2. February 11, 2013 March 8, 2013 Finance Department/Conor Baldwin work with
departments to complete budgets

3. March 22,2013 Depart ment 6 s ¢ o mph @ltirdormatiord emailed te u b r
Linda Clark)

4. March 25, 2013 April 19, 20131 Budget staff and/or City Manager may meet tecdss

departmental budgets.

April 22, 20131 May 17, 2013 Final budget preparation

May 24, 2013 Budget introduction to City Cowl

o o
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City of Lowell FY2Q14 Proposed Budget

Whether we achieve our financial goals in any budget year depends in a large part on Local Aid,
since Local Aid comprises about 50% of our General Fund revenues. Governor Patrick proposed a
budget in January which seemed to render our goal of agrmmt¢rease more difficult, but still
possible. He proposed a $5.6 million increase in Chapter 70 school aid and an $8Q0¢2(@ i

in Unrestricted Aid. His proposal included a new category of unrestricted aid that would be
distributed via a new formal but also depended on modifications to the statewide tax structure. A
setback for Lowell in his budget was that charter schools were going to cost us $1.1 million more
than in 2012. Any budget that relies on new or changed tax structure carrieslpaditicand the
Governor6s budget is no exception.

In April, the House approved their version of the budget which stripped $1.4 million from the

governorés Chapter 70 program and $325aI900 from

the House buget further increased charter school costs by $1.7 million. While the House budget
removed about $3.5 million in Local Aid for Lowell, it did not rely on tax changes. These changes
would have made it impossible to balance the FY 2014 budget withoutretease.

Just prior to printing this budget, the Senate Ways and Means committee released their version of
the 2014 budget. This version restored about $500,000 of charter school funding, but cut about the
same amount from Unrestricted Aid. At thisimtp however, it appears that there will be a move

by the Senate as a whole to restore that $500,000 reduction in Unrestricted Aid. For the purposes
of this presentation, we will rely on restoration. This allows us to achieve our tax goal.

Ultimately these issues will be resolved in conference committee. It is important to note that, at
this time, our budget for Local Aid is about $500,000 more than either the House or Senate
versions of the budget. If this money is not restored, a small tax inceckissly.

General Fund Revenues

There are three major categories of revenues in the General Fund, Local Aid, Property Taxes and
Local Receipts. Local Aid is the largest source of revenue for the General Fundeskmépover

half of General Fund Rewues. Local Aid is further broken down into Chapter 70 Aid, which is
direct aid to our local school system and General Aid, which is available for the rest of the budget.
We further break Property Taxes into three components: prior year levy,neegse and new
growth. New growth represents taxes on property that did not exist in the prior year, whether it is
a new building or a portion of a building. In addition to the three majegaaés of revenue,

there are reimbursements from the MassactaiSehool BuildingAt hor ity ( AMSBAOQO)
construction projects and reimbursements from other operating furgisw B a chart depicting

the relative size of 2014 revenue categories.

Page8 of 350
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City of Lowell FY2Q14 Proposed Budget

2014 General Fund Revenue Makeup

General Aid
9.5%

MSBA
Reimbursement
1.6%

Local Receipts Other
8.0°/¢->__.\ 1 .81/0

Levy Growth
0.0%

New Growth
0.5%

Chapter 70 Aid is 42.7% of thHeudget, down from 42.8% in 2013. General Aid increased from
8.2% of the budget last year to 9.5%, but this is very misleading. General Aid includemnessi
to meet the cost of charter schools, and that portion of General Aid is up by $4.3 milidasbve
year, but the cost of the charter school itself has increased by $6.6 million. Thectdsa huge
loss of budgetary capacity. A chart showing the local share of the costradrchehools in
Lowell is shown below.

Lowell Charter School Costs 2004-2014 from Cherry Sheets (annual
percentage increase = 8.96%)

$20,000,000

$15,000,000 -

$10,000,000

$5,000,000 4

SO

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

mmm Net Charter Cost === Charter Expense == (Charter Revenue

MSBA reimbursements declined from 3.1% to 1.6% because debt incurred to financectionstru
projects 20 years ago is fully amortized and reimbursements for the portion of therdiebttbat
the state supported also ended. The debt that remdinaslsei be fully amortized witin a few
years.
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City of Lowell FY2Q14 Proposed Budget

In order to better understand the impact of changes in Local Aid, it is important to view it in a
longerterm context. This understanding will also highlight the extraordinary divergence of
Chapter 70 schodaid and other local aid. By combining Cherry Sheet assessments with gross aid,
we get a more complete picture of how the state budget affects Lowell.

The following chart enables the reader to drill down into the various funding sources, not only to
showthe multiple effects of changes to our own budget, but also to offer insights into theggrior

of the Commonwealth in its own budgets. In this chart we have isolated Chapter 70 aid from other
categories of aid. Furthermore, we have used net aidr ridutue gross receipts. There are two
components to Local Aid formulae. Aid consists of payments to cities and towns as well as
assessments to the municipalities that are deducted from these payments. These deductions are for
things such as Registry dMotor Vehicle costs, regional transit systessessments, and costs for

tuition to other school systems through school choice or charter school programs. The change in
line color in the chart indicates the House proposed 2014 budget.

Net State Aid (Excluding School Building Assistance)

$140,000,000

$120,000,000

$100,000,000 M
$80,000,000 /’//
$60,000,000 /
$40,000,000 /

$20,000,000 :*4< e e

$0 I— LI E— T
@%%%%"q"’&qq@@Q 00“ @6\3%@"-’-\0\'\(1«\'5\%‘
D77 T o 27 ,]9,]9,19,19 S S S S P P

Source: Cherry Sheets
Net General Aid ——Chapter 70 ‘

The most noticeable change is the extraordinary increase in Chapter 70 aid since 1993. It
increased from $24 million to almost $130 million. Education reform was enacted in 1993 to
provide local school systems with adequate funding over tiffiee legislation benefitted every
community, but especially the less affluent, urban systems. With this additional revenue came the
obligation for cities and towns to also increase their own commitments. Education reform
established foundation budgets anchimum local contribution requirements, so that even though
state resources for education increased, local taxpayers were also required to increase funding.

Prior to education reform, General Aid was actually greater than Chapter 70 school aid. ,In 1994
the first year that virtually all school aid was consolidated into the Chapter 70 program, net other
aid to Lowell was $18 million. We expect that figure to be $10.5 million in 2014. Over time, the
burden for providing local services has shifted everthér away from the state and toward
municipalities. This has had a profound effect on communities such as Lowell where such a large
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City of Lowell FY2Q14 Proposed Budget

part of operations had traditionally been funded by Local Aid. We are slowly approaching the
point where Lowell only redees net aid for local schools.

At this time there are three competing Local Aid proposals. This budget assumes that the Loca
Aid package ultimately adopted by the state will be more like the House and Senate proposals
Since the Govreliesroomed@ taxepand rpamrsshifts in tax policy, we believe that
its passage is unlikely.

Last yearo0s budget assumed a very small t ax
set the tax rate in the fall, we were able to use additionaluegess t 0 ac hi mew e as ez ¢
The average residential tax bill increased slightly because of relative property value changes
between the residential and commercial property classes, but the impact orrdige &ene was

only $37. In fact, the €iy6s commi t ment to keeping reside
Since 2007 only 37 communities6é average tax
have populations less than 20,000 and 23 are smaller than 5,000.

What follows is a seriesf charts that show different aspects of our historical and recepegrpyo

tax performance. The first chart is one that has been included in past budgets, but b&ags upda
It compares the average residential tax bill in Lowell with that of theee@ammonwealth. The
lines continue to diverge, but at an even more rapid rate.

Average SFH Tax Bill 1992-2014

$5,400
$5,000

_—
$4,600
$4,200 _—
$3,800 /
$3,400 /
$3,000 / ——
$2,600 / //
$2,200 / /

$1,400

$1,000

e ] A el N ) %] A D ) N Ny e
FF TS F TS T T T TS TS s s

—Lowell =—Massachusetts

The difference between Lowell and Massachusetts was $508 in 1992. Lowell was 26.8% lower
than the state average. By 1996 the gap had narroni&886, 17.0% lower than the state rage.
In 2007 the gap had grown to $1,104 and the average bill in Lowell was 27.9% lower than the
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statebdbs average. Last year the gap

average.

was
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$1,576,

While the diange in average tax bill is an important data point, it is also important to be able to see
| 6s performance relative to otherhicspecifi

Lowel

relationships.

The next chart plots the 2002013 tax change agains®99 Median Family

Income. This chart displays a distinct relationship between tax increases and wealth. Wealthier
communities clearly allow their tax bills to increase more than less affluent communities. This

| &rsd i onfc otmh e
change during this period was as good, or better, than communities in a similar wealth range.

chart

al so shows t mati,s whi Iteh eL o wew

2007-2013 Tax Change by Median Family Income
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The next chart explores the relationship between municipal population and tegeshaver the

same period. Bigger communities usually provide more services, so one would assumgethat u
times of fiscal stress such as during this period, there would have been more upward pressure on
taxes in those communities. The data does nat thed out. In contrast, the data show that
smaller communities respond by increasing taxes more than larger ones. This chart also shows

t hat

Lowel |l 6s t ax burden remai ned

incl ude Bo st large.popul@iansvould havesdistorted the results view.

gui te
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City of Lowell FY2Q14 Proposed Budget

2007-2013 Tax Change by Community Population
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This extreme tax position is not sustainable. We have considerable infrastructure needs as oL
capital plan indicates. In order to maintain an adequate and competitive workforce, we must
restoremodest wage increases as we have done in the recent group of collective bargaining
agreements presented to and approved by the City Council. We cannot rely on Local Aid
increases to fund these endeavors. Nor can we count on larjenerexpense reduons such as

we had with health insurance in 2013 and will again have in 2014. In the near term, this leaves
only property taxes rising in a modest but steady pattern to fund our much neadadasit

Both the total tax levy and new growth are jugineates at this point. The City will, as always,

set its tax rate in late autumn. At that time the exact new growth figure will be known. Before
2013 new growth has generally exceeded estimates, however we fell short last yeadud&e r

our new growt estimate from $1.75 million last year to $1.6 million this year, but even that may
be aggressive. New growth is difficult to estimate, and as evidenced from the chart below, we
have yet to recover from the housing bubble that burst in 2008.

New Growth 2008 - 2014
$4,000,000 -

$3,000,000

$2,000,000
S0

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014

® Estimate = Actual

Occasioa |l 'y Lowel | of fers tax increment financ
development. A TIF provides a temporary real estate tax exemption on newly creatpcowed
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City of Lowell FY2Q14 Proposed Budget

property. The percentage of exempted value generally declines over theftdmien TIF. In
exchange for this tax exemption, the business must guarantee the retention or creation of a certain
number of jobs over the TIF term. The TIF can also qualify an owner for valuable state income
tax credits.

These TIFs represent buildinglsat have already been constructed or improved. As the tax
exemptions reduce over time, the City benefits by having-iouilbhcreases in the tax levy.
Assuming stable values and tax rates, taxes on the incremental portions on improved properties
will increase over time. For example, assume that a new wing of a building has a value of $1
million and that the current tax rate is $20 per thousand of value and the current exemption is 40%.
If next year the exemption declines to 30% and the values amdtésxremainnchanged, the new

taxes generated will be $2,000 ($1 million x $20/$1,000 x (30%)).

The total value of exempted taxes for our 11 TIFs, and the projection of new growth generated by
their declining exemptions are presented in the follgnahart. The chart assumes stable values
and rates.

TIF Data (using current assessments, tax rate)
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We had mentioned average tax bills earlier and presented a chart showing the significant
di fference between Lowell ds average leavethe t hat
discussion on taxes, a brief review of Proposition 2 ¥z is in order.

Proposition 2 % is the Massachusetts version of tax limiting legislation. It has two important
components. The first is that no community should levy real and personaltpriepes of more
than 2.5% of total assessed valuation. In other words, the combined tax rate mageeot e
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$25/$1,000. This upper limit is called the levy ceiling. Very few, if any, Massachusetts
municipalities are near this limit.

The secondary lintion of Proposition 2 ¥z is that the maximum tax levy, or levy limit, nrdy o
increase 2.5% per year. If a community raises taxes less than allowed, the levy limit increases
faster than the | evy itself andbebowthalévelsnit i e X
may increase taxes by more than 2.5% per year only until they reach the levy limit. Gotesnun
can tax above the Il evy | imit, up to the | ev
voting to fexcl uoprations orodebe issaea fyomttree llevy dirpitpcadtions.

These are referred to generally as overrides or exclusions, and the two arergtisaccwith one
another.

With Proposition 2 ¥2 as a reference point, there are many other factors thaecataafbills. A
community can adopt separate tax rates for residential property and for commercshiiainaiud

per sonal property (ACI PO), wi thin i mi ts.
Massachusetts, does this. Outside of tax raegéetjve fluctuations in value affect each prdpg 6 s

tax bill. Fluctuations may occur between classes of real estate such as residential and commercia
They may also occur within classes, such as between single family homes and condominiums
Variance may al so occur when one neighborhood
anoher 6 s . They may also occur at the indivioc
favor smaller homes over larger ones, or brick may become in vogue and dnadutte of brick

homes higher than those with wood clapboards, vinyl siding or shinglethuildings can affect

value as well. If parking in a neighborhood becomes difficult, houses with garageswaara

a premium.

For all these reasons, the tax diffom individual properties can vary from year to year, even
t hough the tax | evy may grow at a steady r a
by 2.5% exclusive of new growth, 4,502 properties actually had lower tax bills than in 2010.

The category of revenue with the most local control is Local Receipts. Unlike Local Aidgls le

is not decided by another political body. Unlike taxes, it is not subject to an artificial cap. It is
controlled | argely by ngpolicied anc by the Igcal\eammomyneimet 6
largest components of Local Receipts are motor vehicle excise taxes, our local trash fee, anc
delinquent interest revenue.

The 2014 budget assumes a 9.5% increase in Local Receipts over 2013. For most sigiscategor
there were only slight adjustments t octibngas't
and the projections for 2013. There were no large scale fee adjustments in FY 2013. Most of the
increase in Local Receipts over 2013 is due to a naisgment of costs that we incurred during
the storm fiNemod in February. The f ol éocalwi n
receipts since 2007. The final budgets figures are those taken from the final tax raapitul

The light shadetars indicate that the recap is not yet complete.
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Local Receipts 2007-2014
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2007 and 2008 budgets were adjusted for Water Department receipts, which were tlded inclu
the General Fund.

MSBA reimbursements are payments from the state for debicsethat Lowell incurred as a

result of issuing bonds for school construction projects. The MSBA has since modified their
assistance programs and now it reimburses cities and towns before they issue bonds. Most of
Lowell 6s school onden the oldercptogramnwhen ave receivesl ®0% grants.
The old reimbursement rate was dependent on the wealth of the community. The MSBA
reimbursement was historically closely tied to our debt service budget, but as the older school
loans get paid off anthe City issues new neschool construction bonds, the correlation will
lessen. Both the MSBA reimbursement and the underlying school related debt service are
substantially lower in 2013, which reflects retiring debt.

The next category of revenue is rbumsement from our enterprise funds. The 2014
reimburement will be approximately $4.7 million. The General Fund budgets for the full amount

of health insurance, pensions and Medicare tax. It is through this reimbursement that the
enteprise funds payheir pro rata share of these costs. In addition, the General Fund charges the
enterprges for activities in which it engages on their behalf. An example of this is bill collection.
Without the General Fund, Parking, Water and Wastewater would havectmape billing and
collection software, staff these functions and pay postage for every bill mailed. The funding for
these services appear in various General Fund departmental budgets. Other costs, such as legal
representation and telephones are als@pé&ared though these charges.
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General Fund Expenditures

There are several ways to look at expenses, and each way has its own strengths and limitations.
may at first seem most logical to look at them by department. This would certainly tell te read
who is spending money, but it would not address overhead functions or functions that cross
departmental divides. Furthermore, departments change over time. They may loturediru
merged or spun off. This makes anything but static analysis difficdbu can also look at
expenses by pure function without regard to department. While this can give the reader an
excel |l ent sense of how the City spends mone
department performs the functions. What followsaisnultifaceted analysis that will combine
elements of both approaches.

The chart below shows 2014 spending by department. Departments increasing in percentage fror
2013 to 2014 are Schools (50.5% to 51.7%), Police (8.0% to 8.4%), Fire (5.7% to 5.8%heand
(2.5% to 2.6%). Departments declining are Employee Benefits (15.8% to 15.3%), DPW/Parks
(5.5% to 5.2%) and Debt Service (6.0% to 4.9%). Other departments remained the same.

2014 General Fund Appropriations By

Department
Debt Service Other
Employee Benefits 4.9% 2.5%
15.3% e

Other Departments

6.1%
Schools

51.7%

DPWI/Parks
5.3% Fire

5 8% Police

8.4%

The major departments: Schools, Policee Bind DPW/Parks comprise 71.2% of all General Fund
Spending. Adding in the fixed costs of employee benefits and debt service, theetotakeb
91.4%, down from 91.5% last year. It is from this chart that one of the challenges of cost control
becomes cler. We can attempt to reduce budgeted spending while preserving coetiat

public safety and public works functions, but in order to get meaningful savings,met canly

focus on reductions in small overhead type departments. Even though miatmeegs are not
often considered part of the Cityds core mi
architecture would collapse. Thesecstled minor departments issue and collect bills, are the
conduit for constituent services, schedule and s t meetings, take minu
sites, enable Internet transactions and put nurses in our schools.
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That said one cannot overestimate the impact of moving our health plans to the Groapcksu

Commi ssion (AGI C0) . ne diétea greatest gressure ponts et raunicpale o
budgets, and our move to the GIC has saved millions of dollars annually. Prior to joining the GIC,

the City selffunded health insurance costs. The City, employees and retirees contributed to a trust

fund which paid claims and other expenses. The risk associated with this model was that without

proper funding levels and reserves, the trust fund could become depleted. This, in fact, was
happening about seven years ago until we increased contribution sgateste st or e t he f
balance. One of the benefits of the move to the GIC is that this risk is transferred to the insurance
carriers and GIC itself. Our obligation becomes fixed at our premium expense.

We do absorb a different kind of risk, however. cginve are now billed monthly, we are at risk

for having an adequate appropriation in the budget. 2013 was difficult to budget, since we did not
know which plans employees and retirees would select, nor did we know who would opt in or out
of coverage. Wepproached 2013 with caution and budgeted conservatively. Moving forward,
we have much better data on our costs, but they still may fluctuate with staffing changes and open
enrollment decisions. The chart below shows our historical appropriations aatleaqienditures
(excluding school appropriations), including a forecast for 2013.

Health Insurance Expense 2008 - 2014
530,000,000
§25,000,000
520,000,000 I
§15,000,000 I
510,000,000 I
55,000,000 B

5_
2008 2009 2010 2011 2012 2013 2014
W Budget = Actual

This chart shows the enormous impact of moving to the GIC. Appropriation decline from 2013 to
2014 because the City will need to put lessl@$or our mitigation fund. The mitigation fund is
money that the City must set aside for potential increased out of pocket medical costs for
employees and retirees. This was a product of our negotiations with the Public Employee
Commitee. We were redned to establish this fund in July 1, 2013 with $2.4 million, and are
required to replenish it with up to $750,000 on July 1, 2014 and up to $500,000 on July 1, 2015.
On July 1, 2013 GIC premium rates will increase generally between 0% and 4%, depentiiag

plan. This is a very modest increase, and may indicate that diiglileate hikes are less likely in

the future.

Over the last few years we have built up the cash balance in the Health Claims Trust.hdutroug
2013 there havateenx peinasiems tior urhe trust. These
that were billed under the pf@IC system, but are paid after the transition to the GIC. It now
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appears very likely that by June 30, 2013 we will have a remaining balance of at leastdbizimnilli
the trust. 75% of this balance belongs to the City and 25% belonggptoyees and retirees, the
same proportion that contributions were made. The administration plans to use all or a portion of
the Cityds share t-emplbyeantbaef f tuedii i@P&Beé) . pod
| arge unfunded | iability on the Cityods bal an

Another area of cost containment over the past several years has been in energy management. T
next series of charts show our historical electrical, hgatind street lighting expenses, both
budgeted and actual.

Electricity Costs
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e W Actual
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$1,000,000 -
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Heating Costs
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Our energy management initiative has been extremely successful. We reduced our combinet
electricity and heating budgets by almost7$tillion from 2009 to 2013, and are reducing them

even further in 2014. Over that same period, using projections for 2013, actual expenses havi
decreased by almost $2.2 million. Total debt service on the program will be $1.36 million in 2014.
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Results ve exceeded our expectations. While it is true that we have had two middswn a
row, the trend in expenses is clearly evident. We will likely save even more in 2014 when our net
metering agreement with Soltas begins reducing energy bills. Loaeltacted with Soltas to

all ow Soltasd solar facilities to sell energy
A n

I n other words, our el ectri ci t ynempeproduct®n. énr e
exchange for this arrangemt, Lowell is allowed to keep a portion of thatemwe, which reduces
our net bills.

Streetlight Costs
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In 2010 we signed an agreement with National Grid to purchase our streetlights from them. Once
Lowell obtained ownership of the streekitg, we would qualify for a lower energy rate. While it
took some time to actually make the purchase, we are now experiencing almost $400,000 in
energy savings per year, even after absorbing the maintenance costs on tiightstre€he 2012

actual expese was low because we received a retroactive bill credit fratoridl Grid that year

to compensate us for a delay in the transfer. To finance this purchase we igsaetd&nds. Our
budgeted debt service is $66,663 for streetlights in 2014 resultimgt taxpayer savings of
$300,000 annually. In addition, all debt service should be retired fer8eer, 2017. We are
currently outfitting our streetlights with LED technology which willrther reduce energy
consumption.

Another way to look at expsas is by function, as shown in the chart below.

Page20 of 350

e

b
t



City of Lowell FY2Q14 Proposed Budget

2014 General Fund Appropriations By Category

Trash Removal Claims & T
o Judgments _ Street Lighting
1.8%
0.3% 0.2%
Departmental
Expenses Sn%wsf} Iee
3.4% Y

Payroll
19.6%

\Fixed

Costs/Benefits
22.6%

Categories increasing from last year are Schools (50.5% to 51.7%), and Payroll (18.9% to 19.6%)
Categories decreasing are Fixed Costs/Benefits (24.1% to 22.6%) and TraslaR@1 86 to

1.8%). Unchanged are Departmental Expenses, Claims & Judgments, Street Lighting and Snow &
Ice. As was evident from the previous departmental expenditure chart, Lowell spends the majority
of General Fund appropriations directly on schoolhere are other costs associated with the
schools that are not represented dedyin Eideke Sc
Costs/Benefits is money that the City side of the budget pays for health insurance for retired
teachers, school administoes and noanstructional staff. Part of the Trash Removapense
directly relates to school pickups. DPW staff and contractors clear snow from school parking lots.
School nurses are paid from the Health Department budget. The DPW performs general
maintenance on the schools, and the DPW budget pays for those labor and supplies. These indire
school expenses count toward our net school spending requirement kol Il 'y as fAmai
of effort.o

Since education reform in 1993 through 2009, Loweld struggled to meet its net school
spemling requirements. From 2009 through 2011 Lowell met or exceeded its required level,
despite the difficult economic environment during those years. In 2012 we fell $68,399 short of
our requirement. We feel confide that additional appropriations to the school of $1 million in
2013 and again in 2014 will restore compliance.

The second largest category of expenses is Fixed Costs/Benefits, which includes healtoensu
debt service and the cost of our retiremgygtem. Health insurance was discussed above. The
chart below displays the General Fund debt service profile for the period 2008 through 2014.
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Debt Service Profile 2008-2009
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Debt service has declined dramatically since 2008. Much of the reductioratedreb the
retirement of debt that was issued inthethi® 9006s t o finance school con:
debt service was reimbursed by the MSBA. Even though that debt service declined, it had
relatively little effect on our overall finances, sinceSBA Reimbursement revenue also declined
proportionally. More important is the decline of the blue portion of the bar, which represents the
tax-supported portion of the debt. That amount declined by about $1.7 million from 2008 to 2013.

This helped Lowelsustain its operating budget during the recession without drawing down

reserves or raising taxes above 2.5%.

In 2014 there is a budgeted $1.4 million increase in thedaported portion of debt service. This

increase represents the priorities of gy in the past few years. The last two capital plans

hi ghlighted the i1investment needed in the Cityos
positioned now than it has been in a decade to make these investments. Letngehthtadothese

strategic investments are generating savings in other areas of the budget. An example of this is in

the previous discussion of energy investments and savings.

The remaining subcategory that continues to increase is pension expense. T2@0@dstar
markes affected pension fund performance but the City remains on track to eliminate itdeghfun
pension liability by 2032. Significant improvement was made between January 1, 2010 and
January 1, 2011 (dates of the two most recent actuarial reports), aadked fatio increased from
56.7% to 60.1% and the unfunded actuarial liability declined by more than $10 million to
$179,210,021. A new actuarial report is underway, and although recent new highs in skatk ma
indexes will not be included since they ooed after January 1, 2013, this recent penfince

will also help reduce our liabilities, if this performance can be sustained.

The last large category of spending is payroll. The requested payroll budget is a $2.2 million or
4.2% increase over lastae This covers cost of living increases and step increases in collective
bargaining agreements and the personnel ordinance, and absorbs a significant reduction in grant
funding. All of our labor contracts needed to be renegotiated for 2013. The stcatnom had
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committed to reinstituting annual wage adjustments since during the last several years unions
granted concessions, such as moving to the GIC, and deferred contractual wagesinciea
addition, the administration has been successful irmahg some compensation ptiges that

will provide longterm benefits to the City, but may add some cost in the-gdront An exanple

of this is our elimination of sick leave buy back provisions. The chart below highlights changes in
budgeted payrollisce 2009.

Budgeted Payroll 2009-2014
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We are recommending sever al position chang:

Department has added one clerical staff position and had eliminated its budget for temporary staff.
The MIS staff is proposingp add an Application Systems Specialist to handle the isnga
complex array of software that we utilize.

There was a net loss of one position in the Planning and Development Department, but othel
changes. The positions of Chief Design Planner athdtyRenewal Project Manager wereled!

and the positions of Senior Project Manager and Senior Design Planner and one Basjukatpl

have been eliminated. The Planning Secretary position becomes an Assistant Planner. The title
the Housing ProgranManager changed to Housing and Energy Program Manager to reflect
additional duties. In addition, hours have been added to all the health inspectors, which will add
the equivalent of one more inspector position without the added overhead costs.

There werealso changes in the Police Department. One Police Officer was added. An Animal
Compliance Officer who is funded by dog licenses was also added, as was a Victim Services
Advocate. A Principal Clerk position was eliminated.

Many changes occurred in DPWA Head Clerk Position in the Administration and Finance
Division is being replaced with a lower cost Principal Clerk position. In Land and Buildings we
are adding an HVAC Technician, a Painter/Glazier/Craftsman, and a Plumber/Irrigation specialist.
In addition, we are replacing two Electrician Helpers positions with Grade B Electricians. This
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last move will leverage our resources since the Helpers cannot do electrical work by themselves,
but the Electricians can. The Streets Division is adding a Regyenforcement Coordinator.

The Health Department is adding a School Nurse and a-fgnashéd Outreach Worker. During

2013 Veteransd® added a Head Clerk. As di scusse

eliminated a Library Aide position amdplacing it with an IT Technician, which was in the 2013
budget, and added a Coordinator of Community Planning.

The other appropriated expenses are relatively minor, and cover everything from addiints to
postage and envelopes.

There is a signitiant reduction in the costs for trash removal. Our current hauling corpacise

on December 31, 2013 and we were able to negotiate a substantial reduction in cost and increase in
service in the contract beginning January 1, 2014. In addition, we al@reable to include a
reduction in disposal costs by modifying the current contract.

There are a few categories of large unappropriated expenses. This year the Commonwealth will
offset our Local Aid by $18.5 million. Deductions are for programs eitherby the state or

where the state acts as a ptssugh to collect funding from cities and towns. Those esgeeare
summarized below. By far the largest item is the assessment for charter school tuition. The 2014
assessment is $16,653,156, a hugeease over last year, and clearly one of our md&tuli
budgetary challenges. This assessment is partially offset by charter school tuitiomrsement
from the state, but even accounting fomr this,

Cherry Sheet Assessments 2008 - 2014
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Other unappropriated expenses are prior year deficits and the provision for abatement and
exemptions. We believe that we will be successful in eliminating our $1.2 million snow and ice
removal deficit using 2013 approations. This means that we will not have to carry the deficit
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forward to be funded in 2014. We have added about $300,000 to the provision for abatements an
exemptions because this provision has not kept pace with the increase in the tax levy. We havi
also created a new enterprise fund for the Lowell Memorial Auditorium, which willdceshed at

the end of this financial overview.

General Fund Reserves

While balance sheets are not usually examined during budget discussions, it is importafiyto brie
review the status of our reserves, especially because of the important role that they play in oul
strategic initiatives.

We consider our reserve categories to be stabilization funds, free cash, our Chapter 17 specic
reserve and our excess levy capacityBond rating agencies generally agree with this
categoriztion, although they look critically at excess levy capacity and specifically look for a

municipalt y6s wi Il l ingness to utilize it. Our Ch
$4.2mill i on reserve established by the state du
be ieplenished by the next fiscal year.

Our current reserves stand at $23.8 million,
5% goalthatwe ¢e i n | ast year 6s budget documeger an

term goal of 10%. Beginning in 2011 we have been transferring most or all of our free cash into
our stabilization funds once it is certified. Free cash can be volatile andseisto zero on July 1

of every year and remains unavailable until it is certified by the Department of Revenue later in the
fiscal year. By moving it into stabilization we preserve our access to it, sindezatain funds

are not subject to the DOE¢ertification process. This practice changes the nature of the level of
free cash to make it more of a measure of
accumul ation of prior yearsod® reserves added

Belowis a chart of our reserve levels since 2001.

Lowell Reserves 7/1/2001 to 7/1/2012
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As mentioned, subsequent to July 1, 2012 all free cash was moved to our stabilization funds.
Reserve levels peaked at $32 million in 2002 just as the state and the nation mlippedasion.

From 2003 to 2006 reserves were drawn down to support the operating budget. ndlitisncs

known as a structural deficit and unless addressed quickly, can be devastating. By 2006 our
reserves had declined to $7 million, and free césbdsat negative $2.2 million. Since that time

we have increased reserves steadily, despite an economy that had reached its nadir in 2009 and has
not yet fully recovered. Most importantly, we emerged from this period without drawing down
reserves or créiag a new structural deficit.

General Fund Forecast

The forecast for the General Fund continues to be driven by the recent overwhelming desire to
limit property tax increases. Tax growth was limited to 1.5% in 2012 and 0.0% in 2013. If
swecessful in stting out tax rate based on this budget, will be 0.0% in 2014. This will be the last
year that this revenue limitation will be possible. Although a $4.5 million deficit in 2015 looks
daunting, we expect to have a $12.2 million excess levy capacitylth Zeurthermore, the deit

is not structural, since it does not grow from 2018)18.

Built into this forecast are several reasonable assumptions. On the revenue side, excess levy
capacity will remain stable. Aside from addressing the 2015 defidit i@curring revenues,
probably property taxes, we will operate as if we are at the Proposition 2 ¥ limit, even though we
are not. Modest annual Local Aid increases of about 3% are assumed beginning in 2015. Local
Receipts declined slightly in 2015, whireflects theone i me nat ur embordemdntsle mo 0
in 2014. Very small increases are forecast thereafter. We are also treating the 2014 replenishing
of the health insurance mitigation fund from Health Trust balances as-tnm@eccurrence in

2014 MSBA reimbursements will continue to fall as school construction debt matures.

We expect to need additional sums in overlay as the levy grows. State and County Charges
(Cherry Sheet assessments) will continue to grow, particularly the charter scitomh t
assesment. As we slowly increase our snow and ice removal budgets, the anticipated prior year
deficits will continue to decline, although there could be considerabletggear variation
depemling on the weather.

School budgets will continue iacrease because of additional Chapter 70 funding. We will roll
the additional $1 million from local appropriations into the locéligded base school budget in
2015. We will continue to increase the locdliynded portion of the budget to maintain tla¢io
between Chapter Alinded and localifunded appropriations.

The salary and wage forecasts assume that the union contracts under negotiation now continue to
settle with terms similar to the ones settled in 2013. Future years assume termscsiadas Df
recentlysettled contracts.

Health insurance forecasts are now based on the GIC model. Premium growth is assumed to be
5%, which is higher than the either of last two years of GIC premium increases. The decrease in
our obligation to replenisthe health insurance mitigation fund is also included. Medicare tax will
continue to increase faster than wages in general as employees hired before manditarng Me
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retire. Pension assessments will steadily increase as we make progress elimimanfignoled
liability. Unemployment costs reflect our higher 2013 obligations.

Debt service continues to decline as older bonds are paid off. A separate line shows the dek
service on future appropriations in accordance with our capital plan. As wahatiorrow these

funds, the debt service will be incorporated into the main debt service line. The atbonbai

the two debt service lines stays relatively stable throughout the forecast.

Trash removal reflects the new contract described above, wgtichrequires City Council
approval. We expect to be able to maintain utility costs at the current level through aatiombin

of 1) longterm procurement contracts that we have in place, 2) energy efficiency projects that
have been completed and 3) @0ryear net metering agreement.

The Greater Lowell Technical Hi gh School for
forecast for capital assessments for their new construction project. We continue to add to out
snow and ice removal budgetLegal claims should remain constant. As indicated by Global, we
forecast the gradual elimination of the Lowell Memorial Auditorium deficit. Geneiatreses
include a modest inflation factor.

Wastewater Enterprise Fund

Wastewater revenues have levetdtlin the past year. While rate revenues have done well, we
have had temporary reductions in hauled waste as a major customer interrupted processing
Hauled waste revenues have begun to recover, but it will take some time to return to 2011 levels
The department continues to build capacity to handle different types of hauled waste in order to
diversify this revenue stream. The commercial metering project that added local rate revenue
during the last two years has matured and that revenue streanalii@zzedt Below is a chart of

the enterpriseds revenue makeup.

2014 Wastewater Fund Revenue Makeup
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15.7% 1.0%

Septage ___-
6.3%
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Rate revenue, town billing, and septage/hauled waste percentages declined from 2013 and the
reliance on reserves has increased. This indicates that thereewiivkard rate pressure in the
future as reserves continue to be depleted.

Debt service costs are increasing relative to all other categories, and this in turn is witatgs pla
pressure on rates. The payroll budget includes the potential an upgrdue @ffice Manager

position to Wastewater Administrative Manager. Wastewater also requested to eliminate three
Mechanic Il positions and replace them with two TV Inspectors and one Mechanic I. The changes
to the mechanic positions reflect the changing nreatii the workload in the degarent. Overall
headcount does not change. All changes must be negotiated with the respective unions. Below is
the 2014 expense by category chart.

2014 Wastewater Expenditures By Category

Allocated Costs
6.5%

Benefits

6.0% Payroll

15.0%

Expenses
39.7%

Debt Service
32.8%

This year we are including charts that shotariaf history of enterprise fund balances for each of

the enterprise funds. Enterprise fund balance is the equivalent of free cash in the general fund.
Past forecasts in Wastewater have contemplated the drawdown of these reserves as we
simultaneously irtrease rates.
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Rate increases in the Wastewater forecast have increased slightly because of a recently leveling o
of other revenue. Although we expect to enter 2014 with a bigger fund balance than we
anticipated last yeait, will not last as long. Most operating expenses have remained faidiy le
Fire year forecasts for debt service amenlye d
financed debt at favorable interest rates.

We expect that there will continde be requirements to invest large sums in the funds capital
improvement plan and in the long term control plan. These investments will be funded by new
issues of debt that are not included in this forecast. Those debt issues will require rate increas
above and beyond what is contemplated here.

Parking Enterprise Fund

Parking revenues had an extraordinary year in 2013. 2014 should be the second year in a row th
the enterprise does not rely on fund balance to finance operations. We are alsdioftenisver

the longterm, expansion of the kiosk system will further increase revenues. Below is a chart of
the 2014 budgeted revenue.
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2014 Parking Fund Revenue Makeup

Reserves
0.0%

- Fine Revenue
17.8%

Meter revenues are up slightly from last year on a percentage basis, displacing some garage and
fine revenue du¢o the success of the kiosks. This is not an indication of poor performance in
other areas, but rather better performance festoget operations. While 2013 revenue is $ljgh

behind 2012, and has been running so throughout most of the year, litss®tg, and the gap

with 2012 closed considerably in April. Below is a comparison of total revenue from year to year.

201206s revenue was very strong in the spring,
20130s revenue apattern will be si mil
Combined Meter, Fine and Garage Revenue
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In 2013 we selected a new operator for the garages and a new security firm throughtigempet
bidding. We have required modifications to accounting to make the entire process more
tramsparent by al l-bhi oggt & wex p é tinat éany moreTinvdices withe a n
be coded in the particular category of expense rather than as a payment to the operator. This wi
give us more control over purchasing as well. Through these changes, we atentdhkt we

will be able to reduce expensdsut as this is the first year of these procedures, we remained
conservative in our budgeting.

Parking is also proposing to fund an additional meter enforcement position. With tineiex

the meter/kiosk system covering more territory, we needpibsstion to maintain rforcement
coverage. Revenue from additional controlled parking spaces will exceed the cost ofitins,pos

so the enterprise will benefit, but more importantly the project will add parking spaces to a critical
growth area betweestowntown and the University of Massachusettswell campus.

Below is a chart that shows expenditure categories in 2014.

2014 Parking Expenditures By Category

Benefits  Ajlocated Costs
3.4% 3.8%

Payroll
5.3%

Expenses
48.3%

Debt Service
39.2%

Expenses, debt service and payrol |l ar @osddo wn
budget. As said above, we are hopeful that expenses will be below that which igdoudge
Allocated costs and benefits are higher on a relative basis because of cost containment in othe
areas.

As with Wastewater, we are also presenting a brief historyraf balance. You will see from the
chart below the strong 2012 results which added to reserves. We expect addtienadsr in
2013, but the addition will be more in line with previous years.
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The Parking Enterprise Fundrécast is slightly improved from last year. Additional cash flow is
generated from the expansion of the kiosk system. Debt service on that loan order is reflected on a
separate line and includes the very favorable bid results that we obtained. @ipestihe cash

flow in the forecast we may elect to accelerate its amortization when we permanently bond this
purchase in September.

The reader will notice that the forecast for 2014 has a $137,000 surplus where the budget for 2014
is exactly balanced.If the expected revenues exceed the expected appropriations, we do not
budget for the excess. Should this excess occur, it will be reflected teryg@aesult anddzome a
component of the fund balance in future years.

Water Enterprise Fund

Virtually all Water Fund revenue still comes from billed usage. Unlike in Wastewater, revenue
generated from surrounding towns is not accounted for separately. Miscellaneous revenue
includeshookupfees, permit income and bulk water for pools. Belowisapieochrt t he f undos
2014 revenues.
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2014 Water Fund Revenue Makeup

The ratio of miscellaneous revenue to rate revenue has increased slightly over last year. It i
important to note that the Water Fund generates more rate revenue than it needs. Becaus
expensesre well below revenue forecasts, only a portion of the revenue is actually budgeted.
Excess reenue will add to fund balance.

Debt service, payroll and allocated costs take up a larger proportion of the 2014 budget than ir
2013. Expenses are down arghbfits remain unchanged. Expenses do not increase because no
carbon filters need to be replaced this year. Even though the budget for electricity was not
reduced, we expect there to be considerable savings in 2014 as the treatment plartjesctiar pr
comes on line. Debt service increased by about $200,000 from 2013 and will contincrease

as the projects financed by the most recent $10.45 million loan order continogrespr

There are two new positions requested in this budget, one PrirCipek and One Chief
Mechanic. The clerk position is requested to offset the continuous increase in documentation
required of our system. The mechanic is needed as the equipment in the treatmeetq@aes b

more complex. Both positions can be fundsohg existing rate revenue.
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2014 Water Expenditures By Category

Allocated Costs
55%

Expenses
30.4%

Benefits
10.0%

Debt Service
32.0%

The next chart shows the progress t harcreasehe Wat e
that became effective on January 1, 2011 has generated the excess revenue mentioned above and
creatd a comfortable balance in this relatively new enterprise fund.
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As with the Parking forecast, the Water Enterprise Fund will have excess revenues in 2014. These
revenues will continue to build the fund balance.

Water revene will start to increase in 2015 when a residential metering program comes on line.
Revenues will continue to increase from this through 2016. Debt service from the most recent
loan order will peak in 2016, but will be substantially complete even i5.20tlis catemplated

that during the next year the Water Department will request to continue theal cagmpaign

with new funding. A $20 million loan request is factored into this forecast. By 2015 argiathsta
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fund balance will have accrued thancbe drawn down over time and defer a rate increase for the
foreseeable future.

Lowell Memorial Auditorium Enterprise Fund

Last year, the only reference to LMA operations in our budget was the $320,000 subsidy listed in
the City Mana g eithasew bperptar,rGlobalSpdctrum, séécted for abuitf,

we are going to be able to get annual budgets and monthly operating statements. Thableill en

us to create a more detailed enterprise fund which will make the financial details of thenaMA
transparent. Furthermore, Global indicated that they believe that they can reducecihéndef
operations from $320,000 in 2013 to $250,000 in 2014 and possibly even less. Since Global ha
only just started, we have temporarily entered a sumnuafizelget which is based on 2012
revenues and expenditures. We reduced administrative expenses to get to a $250,000, since this
where initial savings generated by sharing some staff with the Tsongas Center will occur. Once
Global has had the opportupito submit a more detailed budget, we will expand and possibly
amend the one presented in this document.

Over the longer term, both the City Administration and Global believe that we can operate the
LMA at breakeven.

We have included the first ever éear forecast for the Lowell Memorial Auditorium. This
forecast was prepared without the benefit of the initial formal budget that will be supplied by
Global/Spectrum, but it does reflect the expectation that they will be able to slowly reduce the
existing deficit
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FY14 STRATEGIC GOALS AND OBJECTIVES

The primary motive behind any concerted effort by municipal administrators to implement a
performance managemesitategy stems from a general consensus that modern governments must
both improve their focus on producing results that benefit the public and also give the public
confidence that government has produced those results. In order to achieve this endepidblic
management must become synonymous with performance management. It was with the
overarching goal of becoming a resattented organization that the Lowell City Council and the
City Administration embarked on Ig4dne creptingpa € s ¢
framework for measuring and reporting progress on achieving those goals.

Il n calendar year 2011, the City Council vot ¢
There were eight broad goals which were enacted to serve asd@uutioritizing resources and

a foundation upon which an effective performance management strategy could be built. Using
these goals as a guide, the administration presented a detailed list ajoasib
performance/workload indicators, and efficiencyasures which were included in the FY13
budget document. You will find departmesgecific goals and performance indicators in the
departmental pages. Goals are listed as projects and have a completion date associated with the
Performance indicators haween broken into different types: workload, output, efficiency, and
outcome measures. Also, each goal or performance measure is listed next to the specific goal c
the Council with which it aligns. The eight goals, which will continue to provide oveealership

for the direction of the workforce this fiscal year, are listed below:

Goal #1 17 The City of Lowell will operate as a best practice and customefiocused
government, employing progressive policies and embracing new technologies whenever doing
so will increase the efficacy and efficiency of public service delivery.

Goal #21 The City will support sound and transparent fiscal policies that provide a
maximum return on taxpayer investment while leveraging alternative forms of revenue
whenever posdile

Goal #3171 The City will provide services that proactively ensure the health, safety and
welfare of those who live in, work in, and visit our city

Goal #41 Collaborating with public and private organizations, the City will support and
maintainthriving nei ghbor hoods consistent with the

Goal #5717 The City will initiate and support economic development efforts that will create,
attract, and retain jobs and ensure a diverse local economy

Goal #6 - The City will provide high-quality education opportunities that support and
enhance the welbeing and success of our students and our community

Goal #7171 The City will embrace sustainable development practices and environmental
sensitivity in our unique, urban setting
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