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I ntroduction

Chairman Baddour and Chairman Wagner, and members of the Committee, we would like to
thank you for this opportunity to offer our thoughts on the condition of our state's assets and
some potential solutions for solving the problem of deferred maintenance and subsequent
deterioration of infrastructure.

I'n our recent White Paper — Our Legacy of Neglect: The Longfellow Bridge and the Cost of
Deferred Maintenance, we focused on a particular aging bridge to introduce readersto the
problems of deferred maintenance and then we provided a statewide look at the backlog of
deferred maintenance and state agencies’ attempts to provide mairtenance for their assets.

We found that the responsibility for asset management is scattered across state government,
idiosyncratic in form and execution and riddled with redundancies and ambiguities,
particularly regarding the practical responsibilities of the Division of Capital Asset
Management (DCAM) and the various executive branch agencies.

The Longfellow Bridge

The Longfellow Bridge was opened at a dedication ceremony on July 31, 1907. Our report
was released 100 yearsto the day on the anniversary of the dedication of the Longfellow
Bridge, July 31, 2007. There was a significant amount of media coverage around the release
of the paper with newspaper editorials, television interviews and a session on talk radio.
However with the collapse of the I-35W I nterstate Highway bridge in Minneapolis the
following day, there was renewed interest in the content of the paper and what it meant for
Massachusetts.

In the 100 year life of the current Longfellow Bridge, there have been two repair projects, a
$2 million project in 1959 and a second $3.2 million project to rectify safety concerns and
remove graffiti in 2002. Those two projects, equivalent to a little over $23 million in 2007
dollars, are the extent of maintenance over the life of the bridge. A regular maintenance
program of painting, deck replacement, and water proofing was never adhered to and the
bridge over the years has fallen into decay and suffers from the loss of ornamental irons,
cracked and leaning towers, potholes at the expansion joints and some minor |oss of
structural integrity.

The bridge has also suffered from institutional neglect caused by the changing hands of
government agencies. Originally constructed by the cities of Cambridge and Boston, the
bridge became the property of Metropolitan District Commission (MDC). Following the
merger of the MDC with the Department of Environmental Management, the bridge is now



“owned” by the Division of Conservation and Recreation (DCR). DCR has an agreement
with MassHighway to provide technical assistance on the bridge restoration project.

The current cost to repair the bridge was discussed at a May 2006 public meeting on the
proposed rehabilitation project. The estimated cost was $180M but recently has been re-
estimated at $200M.

Potential Savings from Regular Maintenance

Three possible historic scenarios were evaluated in the paper. A first scenario invested one
percent (1%) of the capital cost of the bridge into a maintenance fund which would be used
to make repairs and perform routine maintenance on the bridges each year. A second
scenario increased the investment to two and a half percent (2.5%) each year. And athird
scenario was the actual case where no investment was made in the bridge and the two repair
projects occurred in 1959 and 2002 respectively.

We found that with a 1% investment an approximate condition, based on the literature, would
have maintained the Longfellow at about 60% of its original condition and that with a 2.5%
investment the bridge would be at about 80% of its original condition. Using construction
cost indexes to update historical costs, we found the savings for a 1% investment in
maintenance, based on the current repair costs was $80.8M and that for a 2.5% investment
the savings was $26.7M.

General Savings from Maintenance

"H6WIHUV /DZ RI )LYHV HVILPDIHV KD LI PDLQIHQDQFH LV QRIl SHUIRUPHG IKHQ UHSDLWV
HTXDILQJ ILYH ILPHV IKH PDLQIHQDQFH FRVIV DUH UHTXWHG LI UHSDLWV DUH QRI PDGH IKH
UHKDELLIDILRQ FRVIV ZI0 EH ILYH ILPHV IKH UHSDW FRVIV 7KXV IKH FRPSRXQGLQJ HIIHFIV
RI GHIHWLQJ PDLQIHQDQFH DUH GUDPDILF

State-wide Maintenance Backlog

Moving beyond the bridge itself, our report compiled the publicly available estimates of
maintenance backlogs for state assets. We found that the maintenance backlog for the
Commonwealth was at least $17 billion. We should emphasize that thisis a conservative
figure, based only on what had been publicly disclosed. Thetrue total of deferred
maintenance isinevitably higher.



This $17 billion figureisalso a current estimate of our maintenance backlog and differsfrom
the Transportation Finance Commission’ s number, which is based on the gap over 20 years
of operation.

Within the $17 billion figure, transportation maintenance places a significant role. The cost
to bring our pavement up to excellent condition was estimated to be $6.2 billion, based on
Massachusetts Highway Department’ s (* MHD” ) 5 Year Condition tables. The cost to repair
MHD’ sbridgeswas $1.1 billion, an amount that is probably too conservative — this amount
would only reduce the number of structurally deficient bridges from 500+ to a bit less than
450 in five years. For the MBTA, the current maintenance backlog is estimated at $2.7
billion.

Other transportation backlogsinclude a portion of DCR’ s $1.3 billion backlog and $400
million for the Massachusetts Turnpike Authority’ sbridges. In addition, we were not able to
determine backlog figures for Massport, the Steamship authority, or regional transit
authorities.

Without belaboring the point, we can all agree that our maintenance backlog for
transportation, and our other assets, is massive in scope.

What Caused the Problem?

A $17 billion backlog does not happen because of a single or simple set of reasons. Rather,
it'stheresult of an interrelated set of problems, which have been allowed to fester for a very
long time.

Themajor causes of our maintenance backlog are:

1) ThePrioritization of New Projects Over Maintenance — Without regard for party or
ideology, new, expansionary projects hold a political appeal that maintenance cannot
match. There are no photo opportunities or ribbon cuttings for changing the gaskets
on a boiler or cleaning bird excrement off a bridge.

2) Diffuse Jurisdictions and Accountability — As the story of the Longfellow illustrates,
our assets are held by a number of different entities. Thereiscurrently no
comprehensive means to monitor their condition and determine which managers are
properly maintaining their assets.

3) Perverse Budgetary I ncentives — Particularly with the state’ s vertical assets, the use of
operating fundsto pay for maintenance is viewed as diverting scarce resources from
programs. An agency that allows its assets to run down to catastrophic failure
frequently becomes eligible for repairs funded out of DCAM’ s budget. Our current
system punishes the good and rewards the bad.

4) Maintenance IsNot A Priority — Funds for maintenance are among the first cuts
during the formal and informal budgeting process. We currently have no mechanism



in place to hold ourselves and agencies accountable for properly funding
maintenance.

Potential Solutions

= KUH IKH VIIXDILRQ DSSHDUV IR EH UDIKHU ESHDN ZH VKRX(G IlUVI QRIH SRFNHIV RI
H[FHIHQFH KHUH LQ IKH &RPPRQZHDIIK IR DGGUHVV PDLQIHQDQFH QHHGY = &$O V
21IFH RI )DFUIILHY ODQDIHPHQI LV RQH VXFK DUHD  ZUIK LV LPSIHPHQIDILRQ RI IKH
&$0,6 DVHI PDQDIHPHQI VAVIHP 20 IIKH IUDQVSRUDILRQ VIGH IKH 321.7,6 EUGIH
PDQDJHPHQI VAVIHP LV DQRIKHU VXFK DUHD EXIl i FDQ I IL[ DQG IXQG EWGJH UHSDW RQN\
UHSRUI RQ Li

But our own internal efforts are not enough. We should look to other states which have
begun to address there infrastructure maintenance backlogs. In Missouri, the legislature
established a Facilities Maintenance Reserve Fund which was initially funded at 0.1% of the
states general fund. Thefundingincrease 0.1% per year until 2007 when it reached full
funding at 1% of the general fund. Missouri withdraws money from the fund on an as-
needed basis which requires each department to review the condition of their facilities and
estimate the costs for repairs or needed upgrades.

Utah has been working on its problem of deferred maintenance for 15 years. The state
contracted with 1 SES Corp to do an initial condition assessment of all state facilities.
Legislation was passed that established standards for evaluating condition and funding for
capital improvements. The law prohibits the Legislature from funding design or construction
of any new capital development projects until they have appropriated 1.1% of the
replacement cost of existing state facilities to capital improvements.

7KH GIDIH RI = DVKLQJIRQ KDV LPSIHPHQIHG DQ DFFRXQIDELIN\ SURJUIDP FDIHG IKH
*{D\ 1RIHERRN KDl PHDVXUHV DQG FRPPXQLFDIHV IKH ® HSDUIPHQI RI
7UDQVSRUIDILRQ V PDIQIHQDQFH SHUIRUPDQFH Q D FIHDU DQG FRQFLVH PDQQOHU

7KH &N\ Rl &KIFDJR DQG WKH 6IDIH Rl ,QGLDQD KDYH ERIK HQIHUHG LQIR FRQFHVVIRQ
DIUVHHPHQIV IR (HDVH RXIl SIHFHV RI {KHW IDQVSRUIDILRQ VAVIHPV  SURYLGLQJ D
VXEVIDQILD) LQIXVIRQ RI IXQGV DV ZHN DV SXilQJ PDLQIHQDQFH UHVSRQVLELWLILHY RQ DQ
RXIVIGH SDUN  7KHUH LV REYLIRXVI\ D UREXWIl SXEILF GHEDIH DERXII IKH XILUN\ R1 GLITHUHQ
FRQIUDFIXDI IRUPV IR VKLIWUVN FRWI DQG FRQIURD IURP IKH SXEILF VHFIRU RQIR IIKH
SUYDIH VHRIRU  ZUWK VIIQLILFDQW FRQFHUQV DERXH (RVV RI FRQIURI



+RZHYHU lIl'lV RXU KRSH IKDIl DQ KRQHWI GHEDIIH RFFXUV DERXII KLV SRIHQILDI RSILRQ  WKDI
FRQVFLHQILRXVO\ UHYLHZV IKH UDQJH RI RSILRQV LQ LQQRYDILYH ILQDQFH DI RI ZKLFK IKH
SRIHQILD) IR HPEHG (LIH F\FIH FRVIV LQIR HYHU\ SURIHFI HQVXULQJ IKDIl PDLQIHQDQFH LV
SIDQQHG DQG IXQGHG i VKRXIG DIVR EH QRIHG IIKDI PRVII Rl IKHVH FRQIUDFILQJ PHIKRGY
ZRXIG UHTXWH WKH VXVSHQVIRQ RU DPHQGPHQI Rl VHYHUDI VIDIH (IDZV  LQFIXGLQJ
VHFILRQV RI'IKH SXELF FRQVIUXFILRQ SURFXUHPHQIN DQG SXEILF ZRUNV (DZV

%DVHG RQ IKHVH ILQGLQJIV DQG RIKHUWV RXU UHSRUI UHFRP PHQGV IIKDY IKH
&RPPRQZHDIIK

"HYHIRS D VIQJH FRPSUHKHQVLYH UHSRUI RQ IKH FRQGULRQ RI LIV DVVHIV
PDLQIHQDQFH HIIRUIV DQG PDIQIHQDQFH SIDQV PRGHIHG RQ IKH *UD\ 1RIHERRN
&RQVIGHU IKH LPSIHPHQIDILRQ RIIKH *$6%  PRGLIHG PHIKRG RI lQDQFID)
UHSRULQJ ZKLFK ZRXIG UHTXWH FRPSUHKHQVLYH XVDJH RI DVVHI PDQDJIHPHQI
\VIHPV

&UHDIH D QHZ BIDIH ,QIDVIUXFIXUH %DQN 6,% FRXIG EH XVHG IR PDNH QHHGHG
UHSDIWV DQG LPSURYHPHQIV IR IUDQVSRUIDILRQ IDFLIILHY SILL]IQI XVHU IHHV
EHIHUPHQIV DQG RIKHU LQQRYDILYH I.QDQFLQJ PHIKRGY ZRXIG SURYLGH PXFK
QHHGHG IXQGLQJ IRU RXU LQIDVIUXFIXUH EDFNIRJ ODQ\ RIKHU VIDIHV KDYH DQ
HLVILQJ 6,% DQG DUH FRPSHILILYH\ DKHDG Rl ODVWDFKXVHIIV LQ PDNLQJ IKHLY
IUDQVSRUIDILRQ LOIDVIUXFIXUH XS IR GDIH DQG FRQJIHVILRQ IUHH 6HH FXUWHQH
+RXVH %0 + IRU PRUH LQIRUPDILRQ

= RUN IR UHYHUVH IKH H[LVILQJ GLVIQFHQILYHV IKDIf GLVFRXUDJH IKH XVH RI
RSHUDILQJ IXQGV IRU PDLQIHQDQFH DQG DFILYHN UHZDUG IKRVH DIHQFLHV IKDI DUH
ZRINIQJ GLLIHQIN IR UHPRYH PDIQIHQDQFH EDFNIRIV SHZDUG DIHQF\
PDQDJHWV IRU JRRG PDIQIHQDQFH SUDFILFHV

(VIDEILVK D &RPPRQZHDIK ) DFUILHY ODIQIHQDQFH SHVHUYH )XQG EHJIQQIQJ
ZIIK RQI\ RIIKH JHQHUD IXQG IKH ILVI\HDU DQG UMQJ ~ SHUFHQI SHU
\HDUIR  RIKH JHQHUD! IXQG LQIKH ' \HDU

JQFIXGH DQ DPRXQIRI  RI IKH UHSIDFHPHQI YDIXH RI FDSLID) DVVHIV [Q HDFK
DJIHQF\ EXGJHIl IRU PDIQIHQDQFH



,Q DGGLILRQ IR IKH UHFRP PHQGDILRQV LQ WKH UHSRUI  3LRQHHU ,QVILIXIH KDV SXELVKHG D
VHSDUDIH SRILF\ EUHI IKD KDV FRPSIHPHQIDU\ UHFRPPHQGDILRQV Il LV RXU SRVUILRQ
IKDIi D VIPSIH FDU IRU PRUH UHYHQXHV EH L LQ IKH IRUP RI D DV ID[ R0 LQFUHDVHV RU
VRPH RIKHU IRUP LV QRI'JRRG SRILF\ DQG QRI JRRG SRIMFV ,Q RUGHU IR EH FUHGLEH

ZH PXVIl UHIRUP RXU PDLQIHQDQFH SUDFILFHV IlWVIl EHIRUH LQIHFILQJ PRUH IXQGV VR DV IR
DYRLG iKH SRIHQILD! RI H[SDQGLQJ IKH SRRI RI DVVHIV ZUKRXI LPSURYLQJ WKHL FRQGLILRQ

7KHVH DGGLILRQD) UHFRP PHQGDHLRQV LQFIXGH

&HDQ 211 IKH %RQG &DS  7KH FXWHQI ERQG FDS VHIDI  ELIIRQ IR IKH
XSFRPLQJ \HDU FRQIDLQV Dil HDVI PLIRQ 1Q VSHQGIQJ RQ LIHPV
LQDSSURSULDIH IRU IKH FDSUIDI EXGIHI VXFK DV SD\URD YHKLIFIHV FRPSXIH
HTXLSPHQI DQG VRIIZDUH  7KHVH H[SHQGLIXUHV VKRXIG EH SDLG IRU RXII RI IKH
RSHUDILQJ EXGJHI DQG IKH QHZIN IUHHG XS PLIIRQ VKRXIG EH GHGLFDIHG IR
PDL.QIHQDQFH

6SHQG IKH 6XUSIXV RQ ODIQIHQDQFH ~ GIDIH JRYHUQPHQI RIIHQ HQGV IKH \HDV
ZIIK VXUSIXV IXQGV  $ VLIQULFDQI SRUILRQ RI IKHVH IXQGY VKRXIG JR IRZDUGV
PDLQIHQDQFH RI SXENF DVVHIV UDIKHU IKDQ IXQGLQJ QHZ VIIDIH SURIUDPV IIKDIl
FUHDIH D UHFXUQJ H[SHQVH DQG H[DFHUEDIH IIKH VIUXFIXUD) GHILF  RU
LQGLYLGXD) DIHQFLHV ZUIK \HDU HQG VXUSIXVHV PDIQIHQDQFH VKRX(G EH
H[HPSIHG IRP SXEILF FRQVIUXFILRQ (DZV IR DIRZ JUHDIHU I0H [LELIIN LQ
FRQIDFILQJ

%XGJIHI IRU ODIQIHQDQFH ~ 7KH VIDIH DFFRXQILQJ VAVIHP DIRZV EXGJHI VIDII IR
DIRFDIH IXQGV IRU PDLQIHQDQFH DQG IR HQVXUH IKDI i 1V QRI IUDQVIHWHG IRU
RIKHU SXUSRVHV  %XGJHI VIDII VKRXIG EHJLQ DYRFDILQJ IXQGV IRU PDLQIHQDQFH
SUHYHQILQJ IDQVIHW DQG PHDVXU.QJ DIHQF\ VSHQGQJ RQ PDIQIHQDQFH ,Q
DGGULRQ IKH LGHQILILFDILRQ RI PDIQIHQDQFH VIDII LQ IKH VIDIH SD\URD VAVIHP ZL0)
DIRZ JUHDIHU SUIHFLVIRQ LQ IKH PHDVXUHPHQI RI PDLQIHQDQFH H[SHQGLIXUHV
8VH /UIH &\FIH &RVIV = KHQ 6HIHFILQJ 3URIHFIV  1HZ FDSUID) SURIHFIV DUH
DQDI\]JHG EDVHG RQ IKHIU FRI RI FRQVIUXFILRQ  7KH\ VKRXIG EH DVWHVVHG DQG



DSSURSUDILRQV PDGH RQ IKH EDVLV RI IKHLW IRIDY (H F\FIH FRVI ZKLFK FRQVIGHWV
FRQVIUXFILRQ DV ZHY DV PDIQIHQDQFH  SIHQFLHYV VKRXIG LQFRUSRUDIH IKH 0LIH
F\FIH FRVI RI QHZ DVWHIV LQIR IKHLU EXGJHIV

IXQG "&$0O  "&$O ZKIFK KDV UHVSRQVLELLN IRU D JUHDI GHDO RI IKH VIDIH V
YHUILFD) DVWVHIV KDV QR EXGJHIl IRU RSHUDILRQV RXIVIGH RI ERQG IXQGV  7KH
/HJILVIDIXUH VKRXIG DGHTXDIHI IXQG ™ &$O RXI Rl IKH RSHUDILQJ EXGJHI
LQFUHDVH IIKHLU IXQGLQJ IRU PDLQIHQDQFH DFILYULHV DQG VXSSRUI IKHL HIIRUIV IR
HQIRUFH PDLQIHQDQFH VIDQGDUGY

" LYHVIi 8VHIHWV SVVHIV  7KH &RPPRQZHDIK FXWHQIN\ RZQV IKRXVDQGV RI
VTXDUH IHHI RI RXIGDIHG DQG DEDQGRQHG EXUGLQJV IKDI il IV IRUFHG IR VSHQG
PRQH\ RQ VHFXUA DQG QRPLQD! PDIQIHQDQFH  /HJIVIDILRQ UHIDUGLQJ IKH VDI
RI VXUSIXV DVWHIV KDV EHHQ VIDIHG IRU VHYHUD) \HDWV ~ 6XUSIXV DVVHIV VKRX(G
EH VRIG DV VRRQ DV SRWLEIH DQG IIKH UHVXUILQJ IXQGV VKRXIG EH VSHQI RQ
PDLQIHQDQFH

$GG ODLQIHQDQFH IR **HQHUD) 2ELIDIRQ %RQG &RYHQDQIV  6XUSUMIQIN PDQ\
RI IKH &RP PRQZHDIIK V DXIKRUILHY KDYH DVWHIV 1Q JRRG FRQGLILRQ SDUILFXIDUN
IKRVH DVWHIV ZKIFK JHQHUDIH UHYHQXHY  ORVI RI KLV UHYHQXH LV XILLTHG IR
EDFN UHYHQXH ERQGV DQG HDFK ERQG DIUHHPHQI FRQIDLQV FRYHQDQIV IIKDII
PDQGDIH IXQGLQJ RI PDIQIHQDQFH  %RQG EX\HUV DUH JXDUDQIHHG IKDIl UHYHQXH
JHQHUDILQJ DVVHIV ZLi0 EH NHSILQ JRRG FRQGUILRQ ,Q RIKHU ZRUGV ERQG EX\HW
KDYH D JUHDIHU IXDUDQIHH RI JRRG PDIQIHQDQFH IKDQ FULJHQV RI IKH
&RPPRQZHDIIK

Q VXPPDILRQ IKHUH DUH VLIQULFDQI IHIRUPY QHHGHG IR RXU FXWHQI PDIQIHQDQFH
SUDFILFHV  5LIKIQRZ ZH GR QRI GR DQ DGHTXDIH IRE RI PHDVXUQJ EXGJHILQJ RU
H[HFXILQJ RQ PDIQIHQDQFH  3XIIQJ DGGULRQDI IXQGLQJ LQ SIDFH PD\ EH D SIHFH RI IKH
VRIXILRQ EXII i ZL0) RQI\ H[DFHUEDIH IKH SURESHP ZUIKRX!I PHDQIQJIX) FRPSUHKHQVLYH
UHIRUP



Conclusion

Thank you for the time you have given usfor consideration of potential solutions to the
problems of deferred maintenance. Aswe move forward on thisissue we feel that our
potential solutions can be used as tools to fix many of the problems at hand. We especially
would like to thank Co-Chairmen Wagner and Baddour for calling for this oversight hearing
and bringing the problem of deferred maintenance to the forefront. Thank you for the
opportunity to present our findings.



