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      A Message from the Chairmen 

 
This report will detail the capital-related needs of the Commonwealth of Massachusetts and 

discuss other capita- related issues in the State. We hope this report will be a useful source for 

legislators and other parties interested in policy issues affecting the Commonwealth. Much of the 

information contained in this report is based on testimony by ageÕÊàɯÏÌÈËÚɯÈÛɯÛÏÐÚɯàÌÈÙɀÚɯÈÕÕÜÈÓɯ

public capital hearings. 

 

6ÌɯÞÖÜÓËɯÓÐÒÌɯÛÖɯÛÏÈÕÒɯÈÓÓɯÛÏÌɯÈÎÌÕÊàɯÏÌÈËÚɯÈÕËɯÛÏÌÐÙɯÚÛÈÍÍɯÍÖÙɯÔÈÒÐÕÎɯÛÏÐÚɯàÌÈÙɀÚɯÈÕÕÜÈÓɯÊÈ×ÐÛÈÓɯ

hearings a success. Pertinent and useful information was provided to the Committee. The 

information shared will greatly benefit members of the legislature. We would also like to thank 

the members of the Joint Committee on Bonding, Capital Expenditures and State Assets for their 

active participation. If you have any questions about the information contained in this report, 

please do not hesitate to contact one of us. Thank you. 

 

Sincerely, 

 

 

 

 

Senator Mark C. Montigny, Chair             Representative David L. Flynn, Chair 
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Joint Rule 1.F of the Senate and House of Representatives, 2007-2008 legislative session, 

relative to the responsibilities of the Committee:  

 

1.F: The Joint Committee on Bonding, Capital Expenditures and State Assets shall review all legislation 

providing for the giving, loaning or pledging of the credit of the Commonwealth (see Article LXII of the 

Amendments to the Constitution, as amended by Article LXXXIV). Said committee shall be responsible 

for evaluating such legislation and determining the appropriateness of enacting legislation containing 

increased bond authorization for the Commonwealth. The committee shall periodically review and hold 

open public hearings, accepting oral and written testimony on the status of the bonds and notes of the 

Commonwealth, including 1. general obligation debt; 2. dedicated income tax debt; and 3. special 

ÖÉÓÐÎÈÛÐÖÕɯËÌÉÛȭɯɯ3ÏÌɯÊÖÔÔÐÛÛÌÌɯÚÏÈÓÓɯÈÓÚÖȮɯÐÕɯÐÛÚɯÊÖÕÛÐÕÜÐÛàɯÚÛÜËàɯÖÍɯÛÏÌɯÚÛÈÛÌɀÚɯÉÖÕËÐÕÎɯ×ÙÈÊÛÐÊÌÚȮɯÙÌÝÐÌÞɯ

ÛÏÌɯ"ÖÔÔÖÕÞÌÈÓÛÏɀs liabilities relative to (a) state supported debt; (b) state-guaranteed debt; and (3) 

indirect obligations.  

Any bill providing for borrowing for new projects, and requiring the Commonwealth to issue bonds for 

such purpose, shall, prior to its reference to the committee on Ways and Means, be referred to the 

committee on Bonding, Capital Expenditures and State Assets for report on its relationship to the 

finances of the Commonwealth. A measure may initially be referred to another joint committee with 

jurisdiction over the subject matter before being referred to the committee on Bonding, Capital 

Expenditures and State Assets.  

The joint committee shall consult with the various agencies of the Executive branch and the office of the 

Treasurer and Receiver-General relative to project expenditures, availability of funds, the sale of new 

bonds and the resultant debt obligations, federal reimbursements and other related funding and bonding 

issues.  

The joint committee on Bonding, Capital Expenditures and State Assets shall be authorized to conduct 

hearings relative to the statutory authority of the Executive branch and the Treasurer and Receiver-

General in the issuance and sale of bonds and notes and the expenditure of capital funds by the various 

agencies and authorities of the Commonwealth. The committee shall determine whether such laws, 

administrative regulations and programs are being implemented in accordance with the intent of the 

General Court. The committee shall be authorized to make recommendations for statutory changes and 

changes in the Constitution which would grant discretion to the Legislature over the allotment and 

expenditure of fund authorized by capital appropriations.  

The committee on Bonding, Capital Expenditures and State Assets shall be authorized to report to the 

General Court from time to time on the results of its hearings and to file drafts of legislation and 

proposals for amendments to the Constitution necessary to carry its recommendations into effect.  

Messages from the Governor setting terms of bonds and notes, or for the de-authorization or 

authorization of bonds and notes shall be referred to the committee on Bonding, Capital Expenditures and 

State Assets.  
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INTRODUCTION AND OVERVIEW OF STATE BORROWING, CAPITAL 

INVESTMENT AND SPENDING  

Introduction 

The 2007-2008 legislative session saw the implementation of ÈɯÕÜÔÉÌÙɯÖÍɯÊÏÈÕÎÌÚɯÐÕɯÛÏÌɯÚÛÈÛÌɀÚɯ

capital planning process.  For the first time in five years, 1 the Executive Office for 

Administration and Finance developed and published, in August 2007, a fi ve year capital 

spending plan for fiscal years 2008 through 2012.  In December 2008, the administration 

published an updated five -year capital spending plan for the period FY2009-2013.  During this 

time, the administration also increased the annual capital  spending limit (commonly known as 

ÛÏÌɯɁÉÖÕËɯÊÈ×ɂȺȮɯÐÕÚÛÐÛÜÛÌËɯ×ÙÖÊÌËÜÙÌÚɯÐÕɯÊÖÕÑÜÕÊÛÐÖÕɯÞÐÛÏɯÛÏÌɯÚÛÈÛÌɯÛÙÌÈÚÜÙÌÙɯÛÖɯÐÚÚÜÌɯÉÖÕËÚɯÐÕɯ

advance of spending, refinanced contract assistance and lease finance obligations and 

established a debt defeasance trust fund to reduce interest payments on higher interest rate 

debt. 

/ÈÛÙÐÊÒɯ ËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯ1ÌÚ×ÖÕÚÌɯÛÖɯ!ÖÕËÐÕÎɯ"ÖÔÔÐÛÛÌÌɯ1ÌÊÖÔÔÌÕËÈÛÐÖÕÚ 

2ÖÔÌɯÖÍɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÐÕÐÛÐÈÛÐÝÌÚɯÈÙÌɯÊÖÕÚÐÚÛÌÕÛɯÞÐÛÏɯÚÖÔÌɯÖÍɯÛÏÌɯÙÌÊÖÔÔÌÕËÈÛÐÖÕÚɯ

previously made by this Committee, ÔÖÚÛɯÙÌÊÌÕÛÓàɯÐÕɯÛÏÌɯ"ÖÔÔÐÛÛÌÌɀÚɯƖƔƔƚɯ1Ì×ÖÙÛɯÖÕɯ"È×ÐÛÈÓɯ

Investment and State Assets.  In its Five-Year Capital Investment Plan published in August 

2007, the administration addressed each of the 9 recommendations pertaining to capital 

planning and spending,  ÎÌÕÌÙÈÓÓàɯÈÎÙÌÌÐÕÎɯÞÐÛÏɯÛÏÌɯ"ÖÔÔÐÛÛÌÌɀÚɯÙÌÊÖÔÔÌÕËÈÛÐÖÕÚȭ2  Some of 

the specific recommendations the administration adopted are the implementation of a five year 

capital spending plan, the inclusion of all debt obligations within the plan and spending limi t, 

the de-authorization of older and unused bond authorizations, increased capital funding for 

open space protection and preservation and an increased annual capital spending limit. 

A discussion of some of the Bonding Committee recommendations and responses immediately 

followsȭɯɯ3ÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÙÌÚ×ÖÕÚÌÚɯÛÖɯÖÛÏÌÙɯÙÌÊÖÔÔÌÕËÈÛÐÖÕÚȮɯÚÜÊÏɯÈÚɯÛÏÌɯÊÈ×ÐÛÈÓɯ×ÓÈÕȮɯ

appear later in this section. 

Inclusion of all debt in capital plan :  The administration has refinanced several contract 

assistance and other indirect debt obligations by issuing general obligation refunding bonds  to 

replace them.  A substantial amount of project costs had been excluded from the plan and bond 

cap by providing for indirect financing or contract assistance such as the Route 3 North 

reconstruction project, Foxborough stadium area improvements and Chelsea MITC.  As further 

discussed below, these and other indirect obligations were refinanced as less expensive state 

general obligation debt pursuant to Acts of 2007, chapter 27, section 11 and Acts of 2008, chapter 

304, section 15. 

                                                 
1 The last five year capital plan pre-dated the Romney administration.  Under Gov. Romney, no complete or detailed 

capital spending plan was ever published.  
2 See, FY2008-2012 Five-Year Capital Investment Plan, p. 10 and Appendix B.  See, also Appendix J to this report, 

which contains the summary of Bonding Committee recommendations that appeared in the 2006 Bonding Commi ttee 

report.  
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Use of surplus revenues for capital needs when possible:  the administration proposed to 

appropriate $40 million of surplus to defease higher interest rate debt thereby freeing up 

capacity to issue additional lower r ate bonds.  While the state completed a transaction to 

defease $40 million of bonds in FY2007, further transactions of this kind are not possible 

ÉÌÊÈÜÚÌɯÖÍɯÛÏÌɯÚÛÈÛÌɀÚɯÊÜÙÙÌÕÛɯÍÐÚÊÈÓɯÚÐÛÜÈÛÐÖÕȭ 

Transfer of capitalized personnel costs to the operating budget:  The administration and 

legislature have made efforts during the 2007-2008 session to address the problem of paying 

personnel from the capital budget.  Over the years, a large number of employees, mostly 

MassHighway personnel, were transferred from the  operating budget to the capital budget.  

About 1400 MassHighway employees are now paid with borrowed funds.  Such capitalized 

personnel costs currently use $250 million of the annual capital budget, displacing other, direct 

capital spending needs.  Furthermore, paying personnel with bond money adds 60% to salary 

and benefit costs. 

The administration has taken some steps to return bond-funded personnel to the operating 

budget.  It proposed to include some funding for this purpose in its FY2008 proposed oper ating 

budget.3  The administration also included $250 million in the General Government Capital 

Needs Bond Bill for general equipment purchases by many state agencies that have been made 

ÍÙÖÔɯÖ×ÌÙÈÛÐÕÎɯÍÜÕËÚȭɯɯ3ÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÎÖÈÓɯÐÕɯÈÓÓÖÊÈÛÐÕÎɯÛÏÐÚɯÈmount from the capital 

budget was to make a similar amount available for personnel from the operating budget.  

Chapter 303 of the acts of 2008, the second of the transportation bond bills enacted in 2008, 

requires the Secretary of Transportation to develop and submit a detailed plan, including a 

timeline and funding schedule, for the transfer of 80% of transportation personnel from the 

capital to the operating budget.   The FY2009 operating budget includes a requirement that the 

administration move up to 652 personnel from the capital to the operating budget by the end of 

FY2012. 

Economic conditions have ÏÐÕËÌÙÌËɯÛÏÌɯÚÛÈÛÌɀÚɯÌÍÍÖÙÛÚɯÛÖɯÐÔ×ÓÌÔÌÕÛɯÛÏÌÚÌɯÊÏÈÕÎÌÚ.  The 

administration recently announced that it is delaying by one year the full implementation of its  

×ÓÈÕɯÛÖɯÛÙÈÕÚÍÌÙɯÔÖÚÛɯ,ÈÚÚ'ÐÎÏÞÈàɯÌÔ×ÓÖàÌÌÚɯÛÖɯÛÏÌɯÖ×ÌÙÈÛÐÕÎɯÉÜËÎÌÛȮɯÚÈàÐÕÎɯÛÏÈÛɯɁ%ÜÕËÐÕÎɯÐÚɯ

ÕÖÛɯÈÝÈÐÓÈÉÓÌɯÐÕɯ%8ƖƔƕƔɯÛÖɯÚÜ××ÖÙÛɯÛÏÌɯÛÙÈÕÚÍÌÙȭɂ4  The current MassHighway plan proposes to 

move 154 employees to the operating budget in FY2011 and 324 more in FY2012. 

Devote more capital funds current and deferred capital maintenance :  The administration has 

pledged to work with the Committee to develop a proposal to address the capital maintenance 

problem and has included funding in various of the 2008 bond bil ls that will be used for 

deferred maintenance. 

De-Authorize older and unused capital accounts :  In several of the bond bills enacted during 

2008, $280 million of older capital accounts were de -authorized.  

                                                 
3 No such funding, however, was included in the final FY2008 budget.  
4 State House News Service, State Capitol Briefs, December 30, 2008 
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Five-Year Capital Investment Plan and increased administrative capital spending limit 

In August 2007, the Patrick AËÔÐÕÐÚÛÙÈÛÐÖÕɯ×ÜÉÓÐÚÏÌËɯÐÛÚɯɁ%ÐÝÌ-Year Capital Investment Plan:  

FY2008-ƖƔƕƖȭɂɯɯ3ÏÐÚɯÞÈÚɯÛÏÌɯÍÐÙÚÛɯÍÐÝÌ-year plan developed and published since prior to the 

Romney administration.  The plan i ncluded project -level detail for fiscal year 2008 and 

spending caps allocated by agency for the subsequent four years of the plan.  The plan was 

based on the increase of the cap on state bond funded capital spending to $1.5 billion for 

FY2008.  Before the increase, the limit was $1.25 billion and had not been increased since 2002.  

The bond cap had not kept pace with the substantial rise in construction costs since it was last 

increased. 

On December 17, 2008, the administration released its five year capital spending plan for 

FY2009-2013.  The plan was delayed because of the significantly altered fiscal and economic 

climate.  The administration took this situation in to account in developing a five -year capital 

plan that was scaled-back from the level of spenËÐÕÎɯÖÙÐÎÐÕÈÓÓàɯÊÖÕÛÌÔ×ÓÈÛÌËɯÐÕɯÓÈÚÛɯàÌÈÙɀÚɯ

ÊÈ×ÐÛÈÓɯ×ÓÈÕɯÈÕËɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯ#ÌÉÛɯ ÍÍÖÙËÈÉÐÓÐÛàɯ ÕÈÓàÚÐÚȭ 

The FY2008-2012 capital spending plan contemplated annual increases in the bond cap of $125 

million each year through FY2012, when the bond cap would reach $2 billion.  The planned 

ÐÕÊÙÌÈÚÌÚɯÞÌÙÌɯÉÈÚÌËɯÖÕɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯ)ÜÓàɯƖƔƔƛɯɁ#ÌÉÛɯ ÍÍÖÙËÈÉÐÓÐÛàɯ ÕÈÓàÚÐÚȭɂ5  The 

increased amount of bond cap would enable the state to better address its substantial capital 

needs while keeping debt service within an administratively established limit of 8% of 

budgeted revenues.  The statutory limit is 10%.6 

 ÚɯÔÌÕÛÐÖÕÌËɯÈÉÖÝÌȮɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÐÕÊÙÌÈÚÌËɯÊÈ×ÐÛÈÓɯÚ×ÌÕËÐÕÎɯ×ÓÈÕɯÏÈÚɯÉÌÌÕɯÊÜÙÛÈÐÓÌËȭɯɯ

The earlier analysis assumed a historically  conservative 3% annual growth in revenues.  The 

revised analysis assumes zero percent revenue growth for FY2009 and FY2010 and a 3% annual 

rate for FY2011-2013.  In order to keep the amount of total annual debt service as a percentage 

of budgeted revenues below the 8% limit, the amount of the annual increases in bond cap were 

reduced.  The bond cap, which was to be increased to $1.625 billion for FY2009, will instead be 

$1.575 billion.  For FY2010, the cap will be $1.6 billion compared with the originally planned 

$1.75 billion.  For fiscal years 2011 through 2013, the bond cap will increase by $100 million each 

year instead of the $125 million annual increases. 

Although the FY2009 bond cap was $1.5 billion, actual spending from state bond funds for the 

year was $1.319 billion.  Part of the unused portion of the 2008 bond cap, about $340 million, 

will be allocated to the current and subsequent fiscal years.  Of this amount, $150 million will be 

added to the FY2009 cap, for a total FY2009 bond cap of $1.727 billion.  The remaining amount 

will be allocated to the FY2010 and FY2011 bond caps.  The summary of the FY2009-2013 plan, 

attached as Appendix B, shows planned capital spending  by investment category from all 

sources, including state bonds, federal grants and other third pa rty sources.  Appendix C is the 

capital spending plan for FY2009 from all sources. 

                                                 
52ÌÌȮɯɁ#ÌÉÛɯ ÍÍÖÙËÈÉÐÓÐÛàɯ ÕÈÓàÚÐÚȮɂɯ$ßÌÊÜÛÐÝÌɯ.ÍÍÐÊÌɯÍÖÙɯ ËÔÐÕÐÚÛÙÈÛÐÖÕɯÈÕËɯ%ÐÕÈÕÊÌȮɯ)ÜÓàɯƖƔƔƛȭ 
6 Mass. Gen. Laws, c.29, §60B 
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In addition to the five year plan, the administration established a separate plan to address the 

structurally -deficient bridge problem.  This plan will be funded separately by gas tax revenue 

bonds and grant anticipation notes (GANs) and will not be affected by the reductions in the 

regular capital plan; the bridge program will proceed with the full amount of p lanned spending 

as shown in Figure 1 appearing on page 47 of the section on Transportation in this r eport.  The 

figure  shows the projected annual spending for the bridge program for FY2009 through FY2016 

and the amount of GANs and gas tax bonds expected to be issued in each year to fund the 

program. 

Another factor affectÐÕÎɯÛÏÌɯÚÛÈÛÌɀÚɯÊÈ×ÐÛÈÓɯÚ×ÌÕËÐÕÎɯ×ÓÈÕɯÐÚɯÞÏÈÛɯÍÌËÌÙÈÓɯÈÚÚÐÚÛÈÕÊÌɯÔÈàɯÉÌÊÖÔÌɯ

ÈÝÈÐÓÈÉÓÌɯÛÏÙÖÜÎÏɯÈɯÍÌËÌÙÈÓɯÌÊÖÕÖÔÐÊɯÚÛÐÔÜÓÜÚɯÉÐÓÓȭɯɯ ÚɯÖÍɯÛÏÌɯÛÐÔÌɯÖÍɯ&ÖÝÌÙÕÖÙɯ/ÈÛÙÐÊÒɀÚɯ×ÙÌÚÚɯ

conference announcing the new capital program on December 17, 2008, it was still unknown 

what the scope of available federal assistance might be.  The administration, however, is 

making preparations in order to promptly put federal funds to work if and when available.  The 

administration is developing a preliminary list of projects that c ould start work within 180 days, 

as is likely to be required.  Various task forces have been established and are further evaluating 

the readiness of these projects as well as adding other projects that may be ready to proceed 

within this time frame.  

The adÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÊÈ×ÐÛÈÓɯ×ÓÈÕɯÔÈÒÌÚɯÚÖÔÌɯÚÐÎÕÐÍÐÊÈÕÛɯÊÏÈÕÎÌÚɯÐÕɯÚÌÝÌÙÈÓɯÈÙÌÈÚɯÖÍɯÚ×ÌÕËÐÕÎɯ

such as housing and higher education.  The bond cap for housing programs was increased from 

$128 million in fiscal year 2007.  The FY2009 bond cap for housing is $168.5 million and the total 

FY2009 capital funding for housing is $193 million.  This compares to the FY2008 bond cap of 

$150.5 million and all-sources funding of $170.5 million.  The housing bond cap includes an 

increase in the amount of money that was available under the ×ÙÐÖÙɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚ plan for 

public housing modernization , which was $50 million .  The FY2008 plan provided $90 million  

for modernization and the FY2009 plan provides $104 million, including $5 million from the 

Affordable Housing Trust Fund .  This increase will help to address a large backlog of required 

repairs and improvements to state-owned public housing units that grew  significantly  under 

earlier administrations .  The recently enacted $1.275 billion Housing Bond Bill provides the 

increased funding for housing .7  

The plan includes a significant increase in capital funding for the public higher education 

system, including the various University of Massachusetts campuses and the state and 

community colleges.  The plan would increase the staÛÌɀÚɯÐÕÝÌÚÛÔÌÕÛɯÐÕɯ×ÜÉÓÐÊɯÏÐÎÏÌÙɯÌËÜÊÈÛÐÖÕɯ

infrastructure from 3% of the capital budget, an amount placing Massachusetts near the bottom 

of the 50 states for investment in public higher education, to 10% of the capital budget, an 

amount putting this state more on a par with the 50 state average of 12%.8  The new capital plan 

for higher education is funded by $2.1 billion in new authorizations for the Department of 

Higher Education and the University of Massachusetts system contained in the recently enacted 

Higher Education Bond Bill .9  While t he FY2008 and 2009 bond caps are significantly lower than 

                                                 
7 Acts of 2008, chapter 258 
8 Commonwealth of Massachusetts FY2008-2012 Five-Year Capital Investment Plan,  August 2007,  p. 23.; Based on 

-ÈÛÐÖÕÈÓɯ ÚÚÖÊÐÈÛÐÖÕɯÖÍɯ2ÛÈÛÌɯ!ÜËÎÌÛɯ.ÍÍÐÊÌÙÚȮɂƖƔƔƙɯ2ÛÈÛÌɯ$ß×ÌÕËÐÛÜÙÌɯ1Ì×ÖÙÛȭɂ 
9 Acts of 2008, chapter 258 
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those shown in the FY2008-2012 five year plan, which were $115 million and $118 million 

respectively, the FY2009-2013 plan substantially increases the spending caps for FY2010-2013 

with a total of $720 million of bond -funded spending provided for the five year period ($746 

million including  all funding sources).  The bond cap total for the five years is about $30 million 

less than the previous five year plan, reflecting the general downward adjustment of spending 

under the revised capital spending plan.  

Other significant changes include increases in the capital budget for open space protection and 

capital improvements to DCR parks and facilities. 

Bonding in advance 

In 2007, the administration proposed a change in procedure relative to spending from capital 

ÈÊÊÖÜÕÛÚȭɯɯ3ÏÌɯ×ÙÖ×ÖÚÈÓɯÐÕÝÖÓÝÌËɯÊÏÈÕÎÐÕÎɯÛÏÌɯÚÛÈÛÌɀÚɯÓÖÕÎɯÛÐÔÌɯ×ÙÈÊÛÐÊÌɯÖÍɯɁÉÖÕËÐÕÎɯÐÕɯ

ÈÙÙÌÈÙÚȭɂɯɯ3ÖɯɁÉÖÕËɯÐÕɯÈÙÙÌÈÙÚɂɯÔÌÈÕÚɯÛÏÈÛɯÛÏÌɯÚÛÈÛÌɯÍÐÙÚÛɯÚ×ÌÕËÚɯÔÖÕÌàɯÍÖr authorized capital 

accounts using operating funds.  The state later goes to market with a new bond issue, the 

proceeds of which are used to reimburse the operating fund account for prior capital 

expenditures.  The practice of issuing bonds after spending from bond accounts differs from 

that employed in most other states. 

In 2007, the state issued $1.24 billion of bonds to fund capital accounts for the year ahead.  Thus, 

the state had the bond proceeds available during the year to pay expenditures from capital 

accounts instead of using operating funds.  The state was able to earn income on the bond 

×ÙÖÊÌÌËÚɯËÜÙÐÕÎɯÛÏÌɯÛÐÔÌɯÐÛɯÏÌÓËɯÛÏÌɯÍÜÕËÚɯ×ÙÐÖÙɯÛÖɯËÐÚÉÜÙÚÌÔÌÕÛȭɯɯ6ÏÐÓÌɯÛÏÌɯÚÛÈÛÌɀÚɯÐÕÛÌÙÌÚÛɯÊÖÚÛɯ

for the $1.24 billion issue was 4.75%, the state was able to invest the bond proceeds at 5%, 

ÙÌÚÜÓÛÐÕÎɯÐÕɯÈɯȜƗƙɯÔÐÓÓÐÖÕɯɁÊÈÙÙàɂɯÖÙɯÉÌÕÌÍÐÛɯÍÙÖÔɯÛÏÌɯÐÕÛÌÙÌÚÛɯÙÈÛÌɯÚ×ÙÌÈËȭ 

In order to fully implement this new procedure, the state amended the statute governing 

Commonwealth bonds to allow the state treasurer to allocate proceeds of a bond issue to one or 

more bond authorization acts not specified at the time the bonds are issued, including bond 

authorization acts enacted after the time the bonds are issued so long as term limitations in the 

substituted bond acts and the gÖÝÌÙÕÖÙɀÚɯÛÌÙÔɯÙÌÊÖÔÔÌÕËÈÛÐÖÕÚɯÈÙÌɯÊÖÕÚÐÚÛÌÕÛɯÞÐÛÏɯÛÏÌɯÉÖÕËɯ

terms in the consolidated bond issue.10 

The state is no longer able benefit by bonding in advance because of current debt market 

conditions.  Short term rates that the state could earn are now far lower than the interest cost of 

a long term bond issue.   

Defeasance and refunding of contract assistance and lease finance obligations 

The Immediate Needs Bond Bill enacted in March 2007 provided for restructuring of state debt 

and capital obligations in two respects.  The legislation provided for the refunding, or 

refinancing of certain contract assistance and lease finance obligations.11  These are debt 

obligations of the Commonwealth but are structured so that some other entity is the borrower 

even though the state actually  ×ÈàÚɯÛÏÌɯËÌÉÛɯÚÌÙÝÐÊÌȭɯɯ ÔÖÕÎɯÛÏÌɯÐÛÌÔÚɯÙÌÍÜÕËÌËɯÈÙÌɯÛÏÌɯÚÛÈÛÌɀÚɯ

                                                 
10 See, Acts of 2007, c.140, §18, amending Mass. Gen. Laws, c.29, §49 
11 See, Acts of 2007, c.27, §11. 
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contract assistance obligations to pay the debt service on the Foxborough Industrial 

#ÌÝÌÓÖ×ÔÌÕÛɯ ÜÛÏÖÙÐÛàɀÚɯÉÖÕËÚɯÛÏÈÛɯÞÌÙÌɯÐÚÚÜÌËɯÐÕɯÊÖÕÕÌÊÛÐÖÕɯÞÐÛÏɯÐÔ×ÙÖÝÌÔÌÕÛÚɯÛÖɯ

inf rastructure around the new Patriots Stadium 12 and the lease finance obligations relating to 

the Route 3 North highway project. 13  In addition, the General Government Capital Needs Bond 

Bill enacted this year amended the defeasance provision in chapter 27 to add two additional 

items, the Chelsea data center lease finance obligations and the Plymouth County Jail financing 

obligations.14 

Another section of the Immediate Needs Bond Bill provided for the refinancing of certain 

appropriations for capital projects in cluded in several supplemental appropriation bills. 15  These 

capital items, which were to be paid for with operating funds, would instead be funded from 

the proceeds of $243 million of general obligation bonds.  The cash that would have been used 

for the supplemental appropriations will instead be used to defease higher interest rate debt.  

In May 2007, the Treasurer refunded certain outstanding bonds resulting in net present value 

savings of $47 million.16  Also in May 2007, the Treasurer entered into the defeasance 

transaction provided for in  the 2007 Immediate Needs Bond Bill, which produced a net present 

value savings of $9.5 million.17  Finally, in November 2007, the Treasurer issued refunding 

general obligation bonds to refinance the Route 3 North lease finance obligations, also as 

provided in the Immediate Needs Bond Bill. 18 

New bond legislation enacted in 2008 

The second year of the legislative session saw the enactment of a number of new bond bills.  

The total amount of new capital spending authorizations  passed into law in 2008 is $16.83 

billion.  The total amount of new bond and other debt authorizations 19 is $15.16 billion.  The 

difference between the spending authorizations and the borrowing authorizations, $ 1.67 billion, 

is due mainly to federal highwa y grants, which total $1.89 billion and fund a substantial portion 

of transportation capital spending authorizations for interstate highway projects and federally -

aided state highway projects. 

The following is a brief description of the bond bills enacted during 2008.  Appendix F to this 

report provides detail of the particular accounts, projects and programs funded under these 

bills. 

 

                                                 
12 See, Acts of 1999, c.16. 
13 See, Acts of 1999, c.53, §6. 
14 Acts of 2008, c. 304, §15, which amended Acts of 2007, c. 27, §11 
15 See, Acts of 2007, chapter 27, §12. 
16 Letter from Treasurer Timothy Cahill to House and Senate Ways and Means Committees dated June 12, 2007. 
17 Letter from Treasurer Timothy Cahill to House and Senate Ways and Means Committees dated June 28, 2007. 
18 Letter from Treasurer Timothy Cahill to House and Senate Ways and Means Committees dated November 25, 2008. 
19 This number includes not only general obligation bond authorizations but $1.876 billion of special obligation gas 

tax bond authorizations and $1.108 billion of grant an ticipation notes provided for in the structurally deficient bridge 

legislation, Acts of 2008, chapter 233 
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Broadband Bond Bill 20 

This bill provides $40 million in general obligation bond funding to leverage private investment 

to expand high speed internet access to unserved or underserved communities, primarily in the 

western part of the state.  The program will be administered by the Broadband Institute 

established by this legislation.  The Institute is created as part of the Massachusetts Technology 

Collaborative. 21 

Structurally Deficient Bridges Bond Bill 22 

This bill provides funding for an accelerated bridge repair program.  The program is designed 

to address repair needs for a large number of structurally deficient bridges over th e next three 

years.  The number of structurally deficient bridges would increase to 697 if funding were 

maintained at historical levels.  Under this program, the administration expects to reduce this 

number to 450. 

The accelerated funding of these projects is intended to reduce the costs of repair by avoiding  

further deterioration and  a significant amount of inflation in construction costs.  The legislation 

provides for  the issuance of $1.876 billion of special obligation bonds that will be funded by the 

state gas tax and $1.108 billion of GANs that will be funded by a pledge of future federal 

highway reimbursements.  

Environmental Bond Bill 23 

The Environmental Bond Bill enacted this year provides a total of $1.756 billion of general 

obligation bond funding fo r a wide range of projects and programs administered by the various 

agencies under the Executive Office of Energy and Environmental Affairs.  The bill includes 

capital spending authorizations for such projects and programs as water resource protection, 

coastal protection, open space preservation and acquisition, agricultural preservation 

restrictions, park land acquisition, repair of DCR bridges and roadways, drinking water and 

waste water revolving loan funds and repairs and improvements to state parks and  recreational 

facilities.  These projects and programs are detailed in Appendix F to this report.  

General Government Capital Needs Bond Bill24 

This bill provides capital spending authorizations for a variety of areas including health and 

human services, information technology, public safety, state buildings, certain economic 

development programs, court facilities, municipal library construction grants, jails and 

correctional facilities.  The bill authorizes $3.35 billion of new general obligation bond funds.  

                                                 
20 Acts of 2008, chapter 231 
21 The statutory name of MTC is Massachusetts Technology Park Corporation.  This entity was established under 

Mass. Gen. Laws, chapter 40J, section 3. 
22 Acts of 2008, chapter 233 
23 Acts of 2008, chapter 312 
24 Acts of 2008, chapter 304 
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Housing Bond Bill 25 

As mentioned above, the $1.275 billion Housing Bond Bill provides increased funding for public 

housing modernization.  It provides $500 million for public housing renovations and 

improvement over the next five years, or $150 million each year as provided in the capital plan.   

The bill also provides capital spending authorizations for a number of other housing programs 

for the disabled, mentally ill and mentally retarded such as home modifications for the 

disabled, community -based housing for the mentally ill and mentally retarded, community 

based housing for the disabled and community based housing for disabled persons who are at 

risk of becoming institutionalized.  The bill provides $220 million to recapitalize the Affordable 

Housing TrÜÚÛɯ%ÜÕËȮɯÞÏÐÊÏɯ×ÙÖÝÐËÌÚɯÈËËÐÛÐÖÕÈÓɯÖÙɯɁÎÈ×ɂɯÍÐÕÈÕÊÐÕÎɯÛÖɯÚÜ××ÓÌÔÌÕÛɯÖÛÏÌÙɯ

funding sources for developers of affordable housing.  A new program established and funded 

by this bill is a five -year demonstration program to develop and test new and cost effective 

revitalization methods for state -aided family and elderly housing.  Other items include 

community development action grants and loans for the Housing Innovations Trust Fund.  

Another important item is $100 million for the Capital Improvement and Preser vation Trust 

Fund, which is used to preserve existing affordable housing by preventing reversion of units to 

market rate housing. 

Higher Education Bond Bill 26 

The Higher Education Bond Bill provides a total of $2.19 billion for capital projects throughout 

the CÖÔÔÖÕÞÌÈÓÛÏɀÚɯÏÐÎÏÌÙɯÌËÜÊÈÛÐÖÕɯÚàÚÛÌÔȭɯɯ3ÏÌɯÓÌÎÐÚÓÈÛÐÖÕɯÈÜÛÏÖÙÐáÌÚɯȜƕȭƕƝɯÉÐÓÓÐÖÕɯÍÖÙɯÛÏÌɯ

state and community college system.  This authorization specifies the projects and amounts that 

will be funded under a ten -year capital plan for higher education.  The legislation also 

authorizes $1 billion for the University of Massachusetts system.  Like the state and community 

college authorization, this  spending authorization earmarks specific amounts for designated 

projects at each of the UMass campuses.  Earmarked projects for both UMass and the state and 

community colleges are listed in Appendix H to this report.  

Life Sciences Bond Bill27 

Among other forms of assistance for the development and expansion of the life sciences 

industry in the Commonwealth, the Lif e Sciences Bond Bill provides $500 million in general 

obligation bond -funded capital spending authorizations.  The original bill filed by the Governor 

ÐÕÊÓÜËÌËɯÈɯÝÌÙàɯÎÌÕÌÙÈÓɯÊÈ×ÐÛÈÓɯÈÜÛÏÖÙÐáÈÛÐÖÕɯÛÏÈÛɯÚ×ÌÊÐÍÐÌËɯÖÕÓàɯÛÏÈÛɯÛÏÌɯÍÜÕËÐÕÎɯÞÈÚɯɁÍÖÙɯ

capital projects to be undertaken by the Life Sciences CenterɂɯÈÕËɯÛÏÈÛɯÚÜÊÏɯ×ÙÖÑÌÊÛÚɯÞÖÜÓËɯÉÌɯ

determined by the Life Sciences Center.28  The legislation as enacted contains specific earmarks 

for a number of projects and programs.29  These are discussed in more detail on page 54 of the 

report  regarding economic development.  In addition, please refer to Appendix I for a complete 

listing of the earmarks.  

                                                 
25 Acts of 2008, chapter 119 
26 Acts of 2008, chapter 258 
27 Acts of 2008, chapter 130 
28 H.4234, section 3, item 7007-9037 
29 Acts of 2008, chapter130, section 2B, 7002-0015 
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Transportation Bond Bills30 

3ÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯTransportation Bond Bill was reported in two parts during the second ye ar 

of this session.  The first part of the bill to be enacted included a total of $3.515 billion of capital 

spending authorizations. 31  These authorizations provide money for federal interstate highways, 

federally -aided non-interstate highways, the state-wi de road and bridge program, local roads 

and bridges and several major MBTA expansion projects.  The spending authorizations are 

funded by $1.623 billion of Commonwealth bond authorizations and $1.892 billion of federal 

transportation aid.  

The second portion of the Transportation Bond Bill included a total of $1.362 billion of capital 

spending authorizations including an additi onal $575 million for the state-wide road and bridge 

program, another $350 million for local roads and bridges, $50 million for econo mic 

development transportation projects, $90 million for rail improvement projects, $50 million for a 

Growth Districts initiative transportation program and a variety of smaller programs and 

projects.32  The authorizations are funded by $1.445 billion of state bond authorizations.33 

Current debt market condition and issuance of Commonwealth debt 

(ÕɯÖÙËÌÙɯÛÖɯÍÜÕËɯÛÏÌɯÚÛÈÛÌɀÚɯÊÈ×ÐÛÈÓɯ×ÙÖÎÙÈÔɯÐÕɯ%8ƖƔƔƝȮɯÛÏÌɯÚÛÈÛÌɯÕÌÌËs to issue $575 billion of 

new money34 general obligation bonds.35  Due to current conditions in t he debt markets, 

however, the state faces new challenges in the debt markets. 

According to the State 3ÙÌÈÚÜÙÌÙɀÚɯÖÍÍÐÊÌ, the current state of the credit markets makes issuing 

debt much more difficult than it would be  in more normal market conditions.  Sinc e the 

September general obligation  bond issue, there was an upward shift in long term rates of about 

ƕƔƔɯÉÈÚÐÚɯ×ÖÐÕÛÚɯȹÌØÜÈÓɯÛÖɯƕǔȺȭɯɯ3ÏÌɯÛÙÜÌɯÐÕÛÌÙÌÚÛɯÊÖÚÛɯÖÍɯÛÏÌɯ3ÙÌÈÚÜÙÌÙɀÚɯȜƚƙƖȭƜɯÔÐÓÓÐÖÕɯSeptember 

bond sale was 4.24%.  As of late 2008, long-term rates were well over 5%. 

Going to market for long term bond issues for the foreseeable future will entail careful planning 

ÐÕɯÖÙËÌÙɯÛÖɯÈÊÊÌÚÚɯËÌÉÛɯÔÈÙÒÌÛÚɯÖÕɯÈɯÍÈÝÖÙÈÉÓÌɯÉÈÚÐÚȭɯɯ3ÏÌɯ3ÙÌÈÚÜÙÌÙɀÚɯÖÍÍÐÊÌɯÚÈÐËɯÐÛɯÐÚɯÕÖÛɯ×ÖÚÚÐÉÓÌɯ

to undertake competitive bond sales in this market because it is too expensive, partly due to the 

×ÖÖÙɯÊÖÕËÐÛÐÖÕɯÖÍɯÔÖÚÛɯÉÈÕÒÚɀɯÉÈÓÈÕÊÌɯÚÏÌÌÛÚȭɯɯ(ÕÚÛÌÈËȮɯÛÏÌɯÚÛÈÛÌɯÕÌÌËÚɯÛÖɯÚÌÓÓɯÉÖÕËÚɯÉàɯ

negotiated sales.  As part of this process, the state needs to pre-sell substantial portions of the 

bond oÍÍÌÙÐÕÎɯÛÖɯÙÌÛÈÐÓɯÉÜàÌÙÚɯÈÕËɯɁÉÜÐÓËɯÈɯÉÖÖÒɂɯÖÍɯÚÈÓÌÚɯÈÛɯÍÈÝÖÙÈÉÓÌɯÙÈÛÌÚȰɯÖÕÊÌɯÛÏÐÚɯÐÚɯ

                                                 
30 Acts of 2008, chapter 86 and Acts of 2008 chapter 303 
31 Acts of 2008, chapter 86 
32 Acts of 2008, chapter 303 
33 The discrepancy between the spending authorization total and the bond authorization total is apparently due to 

elimin ation of some capital spending items in earlier versions of the bill.  The amounts of the bond authorizations 

were not correspondingly adjusted.  
34 ɂ-ÌÞɯÔÖÕÌàɂɯÉÖÕËÚɯÈÙÌɯÛÏÖÚÌɯÛÏÈÛɯÐÕÊÜÙɯÈËËÐÛÐÖÕÈÓɯÕÌÞɯÉÖÕËɯËÌÉÛɯÖÍɯÛÏÌɯÊÖÔÔÖÕÞÌÈÓÛÏɯÈÚɯÖ××ÖÚÌËɯÛÖɯÙÌÍÜÕËÐÕÎɯ

bonds, which are issued to essentially replace existing higher interest rate debt. 
35 The administration has made changes in the bond cap and capital spending plan in light of the current fiscal 

situation as discussed on page 

 

 10. 
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accomplished, the banks will commit to a price for the bond issue.  The state has also structured 

bond offerings by moving individual bond maturities into the highest dem and years.36 

The state has experienced difficulty in accessing the market for short term borrowings to meet 

cash flow needs but has developed means to do so at favorable interest rates.  After the 

September general obligation bond sale,37 the Treasurer withd rew a proposed $750 million bond 

offering because of unfavorable market conditions.  In October  2008, the Treasurer instead 

issued $750 million of short-term revenue anticipation notes.  By working with Goldman Sachs 

and Citibank to develop a book of reta il sales ahead of the issuance, the state was able to issue 

the notes at 2.2% compared with the long-term rates of 4 to 6%.  State Treasurer Timothy Cahill 

ÚÈÐËɯÛÏÈÛɯÛÏÐÚɯÍÈÝÖÙÈÉÓÌɯÙÈÛÌɯÐÕËÐÊÈÛÌÚɯÛÏÈÛɯÐÕÝÌÚÛÖÙÚɯɁÚÛÐÓÓɯÚÌÌɯÛÏÌɯ"ÖÔÔÖÕÞÌÈÓÛÏɯÈÚɯÈɯÝÌÙàɯ

strong ÊÙÌËÐÛȭɂ38   

In November 2008, the Treasurer issued $544 million of refunding bonds to refinance indirect 

debt obligations incurred for the reconstruction of Route 3 North and the construction of the 

Chelsea Information Technology Center.  During the course ÖÍɯÛÏÌɯÚÈÓÌȮɯÛÏÌɯ3ÙÌÈÚÜÙÌÙɀÚɯÖÍÍÐÊÌɯ

succeeded in lowering the bond yields and move bonds to shorter maturities where buyer 

demand was the highest.  As a result, once the three day sale was completed, total debt service 

for the issue was $13 million less than projected at the beginning of the sale. 

During the first week of December  2008, the Treasurer issued $350 million of BANs to meet 

capital spending needs through February 2009.  The Treasurer issues BANs instead of long term 

bonds because of unfavorable interest rates in the long term debt markets.  The funds were 

needed before the calendar year end to avoid a negative bond fund balance of $200 million.  The 

sale was made at a very favorable rate of 0.78%.   ÊÊÖÙËÐÕÎɯÛÖɯÛÏÌɯ3ÙÌÈÚÜÙÌÙɀÚɯÖÍÍÐÊÌȮɯÛhe bond 

market suffers from an oversupply of bonds resulting from a large volume of portfolio sales by 

hedge and other funds, which previously accounted for 30% of the bond buying market.  The 

3ÙÌÈÚÜÙÌÙɀÚɯÖÍÍÐÊÌɯÞÐÓÓɯÔÈÒÌɯ×ÙÌ×ÈÙÈÛÐÖÕÚɯËÜÙÐÕÎɯ)ÈÕÜÈÙàɯÈÕËɯ%ÌÉÙÜÈÙàɯÍÖr a long term bond 

issue to replace the BANs by the March 5 maturity date. 

3ÏÌɯÕÌÈÙɯËÐÚÈ××ÌÈÙÈÕÊÌɯÖÍɯÉÖÕËɯÐÕÚÜÙÈÕÊÌɯÐÚɯÕÖÛɯÌß×ÌÊÛÌËɯÛÖɯÏÈÝÌɯÔÜÊÏɯÌÍÍÌÊÛɯÖÕɯÛÏÌɯÚÛÈÛÌɀÚɯ

issuance of debt.  The state seldom purchases bond insurance in any case. 

Commonwealth bond ratings 

The three major bond rating agencies issued ratings in connection with the refunding bonds 

issued in November 2008.  Each of their respective ratings was unchanged from prior ratings 

and all gave the state a stable outlook. 

Fitch Ratings rated the new bonds at AA and outstanding Commonwealth bonds also at AA.  

3ÏÌɯÉÖÕËɯÙÈÛÐÕÎɯÞÈÚɯÉÈÚÌËɯÖÕɯ%ÐÛÊÏɀÚɯÈÚÚÌÚÚÔÌÕÛɯÖÍɯÛÏÌɯÚÛÈÛÌɯÌÊÖÕÖÔàɯÈÚɯɁÍÜÕËÈÔÌÕÛÈÓÓàɯ

ÚÛÙÖÕÎɯÈÕËɯÞÌÈÓÛÏàɂɯÈÕËɯɁÛÏÌɯÚÛÈÛÌɀÚɯɁÊÖÕÚÌÙÝÈÛÐÝÌɯÉÜËÎÌÛÐÕÎɯÈÕËɯÚÖÜÕËɯÍÐÕÈÕÊÐÈÓɯ×ÙÈÊÛÐÊÌÚȭɂɯɯ

                                                 
36 State bonds are issued in serial form, meaning that a bond offering includes a range of bonds maturing in different 

years from very short term up to the maximum term of the bonds authorized.  
37 See, Official Statement dated September 4, 2008 
38 State Cracks Frozen Market, Issues $750 Mil in Short-Term Notes. State House New Service, State Capitol Briefs, 

October 8, 2008 
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The asseÚÚÔÌÕÛɯÈÓÚÖɯÛÖÖÒɯÐÕÛÖɯÈÊÊÖÜÕÛɯÛÏÌɯÚÛÈÛÌɀÚɯÏÐÎÏɯËÌÉÛɯÓÌÝÌÓÚɯÈÕËɯÛÏÌɯÌß×ÌÊÛÈÛÐÖÕɯÛÏÈÛɯÚÜÊÏɯ

levels will remain high.  

,ÖÖËàɀÚɯ(ÕÝÌÚÛÖÙÚɯ2ÌÙÝÐÊÌɯÙÈÛÌËɯÛÏÌɯ-ÖÝÌÔÉÌÙɯÉÖÕËɯÐÚÚÜÌȮɯÈÚɯÞÌÓÓɯÈÚɯÖÜÛÚÛÈÕËÐÕÎɯÚÛÈÛÌɯÎÌÕÌÙÈÓɯ

obligation bonds, at Aa2 based on past management of the 2001-ƖƔƔƖɯÙÌÊÌÚÚÐÖÕȮɯɁÚÛÙÖÕÎɯÙÌÚÌÙÝÌɯ

ÓÌÝÌÓÚɯÙÈ×ÐËÓàɯÙÌ×ÓÌÕÐÚÏÌËɯÍÖÓÓÖÞÐÕÎɯËÙÈÞÚɯËÜÙÐÕÎɯÙÌÊÌÚÚÐÖÕɂɯÈÕËɯɁÙÌÊÌÕÛɯàÌÈÙÚɯÖÍɯÏÌÈÓÛÏàɯ

ÙÌÝÌÕÜÌɯÎÙÖÞÛÏȭɂɯɯ.ÍɯÊÖÜÙÚÌȮɯÙÌÝÌÕÜÌÚɯÏÈÝÌɯÍÈÓÓÌÕɯÚÐÕÊÌɯÛÏÐÚɯ-ÖÝÌÔÉÌÙɯƕƛȮɯƖƔƔƜɯÙÈÛÐÕÎȭɯɯ

Negative factors cited by Moody,  ÓÐÒÌɯ%ÐÛÊÏɀÚȮɯÐÕÊÓÜËÌËɯÏÐÎÏɯËÌÉÛɯÙÈÛÐÖÚȭɯɯ,ÖÖËàɀÚɯÈÓÚÖɯÐÕÊÓÜËÌËɯ

consecutive years of structural imbalance in budgets, rising health care and pension costs and 

job levels that were lower than the peak before the 2001-2002 recession. 

2ÛÈÕËÈÙËɯȫɯ/ÖÖÙɀÚɯÈÚÚÐÎned the November bond issue and outstanding Massachusetts GO 

bonds a long-term rating of AA with a stable outlook, citing as positive factors strong reserve 

levels, high income and wealth levels, strong management and a deep and diverse economy.  

S&P cited ÛÏÌɯÚÛÈÛÌɀÚɯÏÐÎÏɯËÌÉÛɯÉÜÙËÌÕɯÈÕËɯÜÕÍÜÕËÌËɯ×ÌÕÚÐÖÕɯÓÐÈÉÐÓÐÛÐÌÚɯÈÚɯÛÏÌɯ×ÙÐÕÊÐ×ÈÓɯ

ÙÌÚÛÙÈÐÕÛÚɯÖÕɯÛÏÌɯÚÛÈÛÌɀÚɯÉÖÕËɯÙÈÛÐÕÎȭ 
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EXECUTIVE OFFICE FOR ADMINISTRATION AND FINANCE  

Early in the Patrick Administration,  at the May 2007 capital expenditure hearings, Secretary of 

 ËÔÐÕÐÚÛÙÈÛÐÖÕɯÈÕËɯ%ÐÕÈÕÊÌɯ+ÌÚÓÐÌɯ*ÐÙÞÈÕɯÚÌÛɯÍÖÙÛÏɯÚÖÔÌɯÖÍɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÖÉÑÌÊÛÐÝÌÚɯÐÕɯ

ÊÈÙÙàÐÕÎɯÖÜÛɯÛÏÌɯÚÛÈÛÌɀÚɯÊÈ×ÐÛÈÓɯ×ÙÖÎÙÈÔȭɯɯ ÔÖÕÎɯÛÏÌÚÌɯÖÉÑÌÊÛÐÝÌÚɯÞÌÙÌɯÐÔ×ÙÖÝÌÔÌÕÛÚɯ

promoting health a nd safety and improvement and creation of infrastructure to support 

economic development and growth.  

 ÛɯÛÏÈÛɯÛÐÔÌɯ2ÌÊÙÌÛÈÙàɯ*ÐÙÞÈÕɯÚÛÈÛÌËɯÛÏÌɯ×ÙÐÕÊÐ×ÓÌÚɯÛÏÈÛɯÞÖÜÓËɯÎÜÐËÌɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯ

pursuit of its capital plan objectives.  Keeping in mind that the  ÚÛÈÛÌɀÚɯÊÈ×ÐÛÈÓɯÕÌÌËÚɯÈÙÌɯÎÙÌÈÛÌÙɯ

than available resources, the Secretary said that the state would make fiscally responsible 

investments and keep debt to affordable levels. 

Another guiding principle is the leveraging of other resources to maximize state capital 

investments.  The methods include use of private funding, developing new state revenues and 

use of other public entities. 

Addressing the problem of deferred maintenance was another principle mentioned by the 

Secretary.  The past failure to adequately address the problem has resulted in a growing 

backlog of deferred maintenance needs. 

A&F representatives said the administration would increase the availability of affordable 

housing funds by allocating $22 million of the private activity bond cap. 39  This money would 

leverage another $11 million of private investment.  A&F also discussed an increase in the 

amount of chapter 90 grants40 to $150 million annually, compared to $30 million previously, and 

the increase of funding for public ho using to $85 milli on annually, an increase of $30 million per 

year. 

Capital spending plan 

At the 2008 capital expenditure hearings, Secretary Kirwan again stated that the capital 

program must be affordable and discussed the debt affordability analysis and five -year capital 

×ÓÈÕɯËÌÝÌÓÖ×ÌËɯÉàɯ ȫ%ɯÚÐÕÊÌɯÛÏÌɯ×ÙÌÝÐÖÜÚɯàÌÈÙɀÚɯÏÌÈÙÐÕÎȭɯɯ2ÏÌɯÐÕËÐÊÈÛÌËɯÛÏÈÛɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɯ

had received a positive response from the credit rating agencies on their approach.  The 

Secretary said that the five year plan would increase transparency and noted that the 

administration implemented the plan on the recommendation of the Bonding Committee.  

In 2008, the administration developed and implemented a five -year capital plan based on the 

debt affordability analysis.  The plan was issued and published in August 2007 and was the first 

complete five-year capital plan to be developed since prior to the Romney administration.   The 

                                                 
39 Private activity bonds are tax -exempt bonds issued by a municipality or state to provide low -cost financing for 

projects undertaken by private entities but which s erve a public purpose.  Federal law imposes limits, known as 

ɁÝÖÓÜÔÌɯÊÈ×ȮɂɯÖÕɯÛÏÌɯÈÔÖÜÕÛɯÖÍɯÚÜÊÏɯÉÖÕËÚɯÛÏÈÛɯÔÈàɯÉÌɯÐÚÚÜÌËɯÈÛɯÛÏÌɯÚÛÈÛÌɯÓÌÝÌÓɯÌÈÊÏɯàÌÈÙɯÍÖÙɯÕÖÕ-charitable 

ÖÙÎÈÕÐáÈÛÐÖÕÚȭɯɯ ɯÚÛÈÛÌɀÚɯÝÖÓÜÔÌɯÊÈ×ɯÐÚɯËÌÛÌÙÔÐÕÌËɯÉàɯÈɯÍÖÙÔÜÓÈɯÉÈÚÌËɯÖÕɯ×Ö×ÜÓÈÛÐÖÕɯÈÕd a per person dollar 

amount.  Massachusetts law authorizes A&F to allocate volume cap to non-charitable purpose projects by 

independent public entities including the Massachusetts Educational Financing Authority, the Massachusetts 

Housing Finance Agency and the Massachusetts Development Finance Agency. 
40 These are grants to cities and towns for costs of repair and maintenance of local roads and bridges. 
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goal of the debt affordability analysis is to keep the CÖÔÔÖÕÞÌÈÓÛÏɀÚɯàÌÈÙÓàɯËÌÉÛɯÚÌÙÝÐÊÌɯÉÌÓÖÞɯ

8% of budgeted revenues.   

In December 2008, the administration released the FY2009-2013 Five-Year Capital Spending 

Plan.  The release of the plan was delayed due to the changing fiscal situation of the 

Commonwealth and the resulting need to adjust the capital plan to remain within the 8 % of 

budgetary revenue limit.   In the original debt affordability analysis, A&F had conservatively 

assumed annual budgeted revenue growth at 3% over the next five fiscal years.  A&F, however, 

had to revise these revenue assumptions downward, basing its revised analysis on zero percent 

growth through FY2010 and 3% for FY2011-2013. 

Appendix B sets forth the FY2009-2013 plan summary for bond-funded expenditures by major 

investment category as well as a plan summary showing the total spending allocations from a ll 

sources of funding.  Appendix  D includes a comparison of bond cap and all funding source 

spending for FY2008 and FY2009.  Except for the accelerated bridge program spending plan, 

which is unaffected, the general five year plan reflects a reduction of bond cap increases as 

compared with the larger increases originally contemplated  in the FY2008-2012 plan.  The 

schedule of bond cap increases was changed in response to the current fiscal and economic 

climate. 

Adoption of Bonding Committee recommendations 

At  the 2008 capital expenditure hearing, A&F Unders ecretary Jay Gonzalez noted that the 

ÈËÔÐÕÐÚÛÙÈÛÐÖÕɯÏÈËɯÈËÖ×ÛÌËɯÈÕËɯÐÔ×ÓÌÔÌÕÛÌËɯÈÓÓɯÖÍɯÛÏÌɯ!ÖÕËÐÕÎɯ"ÖÔÔÐÛÛÌÌɀÚɯƖƔƔƚɯ ÕÕÜÈÓɯ

Report recommendations relative to bonding, capital planning and spending.  Based on  these 

recommendations, the administration refinanced indirect debt such as contract assistance 

resulting in a savings of millions of dollars.  It also dedicated a portion of the capital budget to 

addressing deferred maintenance needs. 

Capitalized personnel costs 

Over the past 20 years or so, the state has shifted a large number of personnel from the 

operating budget to the capital budget.  These transfers have occurred mostly during difficult 

fiscal times when such transfers have been used as a means of reducing budget items.  

Transportation accounts for by far the largest number of personnel moved to the capital budget.  

Approximately 1400 MassHighway employees are paid from the capital budget.  Despite some 

efforts to return bond -funded personnel to the operating budget, a large number continue to be 

paid from borrowed funds. 41 

Paying personnel expenses with capital funds reduces the amount of money that would 

ÖÛÏÌÙÞÐÚÌɯÉÌɯÈÝÈÐÓÈÉÓÌɯÍÖÙɯÉÈËÓàɯÕÌÌËÌËɯÐÔ×ÙÖÝÌÔÌÕÛÚɯÛÖɯÛÏÌɯÚÛÈÛÌɀÚɯÊÈ×ÐÛÈÓɯÐÕÍÙÈÚÛÙÜÊÛÜÙÌȭɯɯ

About  $250 million of the bond cap is used for personnel costs.  In addition, paying salaries 

with borrowed funds adds about 60% to personnel costs. 

                                                 
41 A number of recent budgets have required submission of plans to return MassHighway employees to the op erating 

budget but no progress has been made in this regard. 
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At the hearing, the Undersecretary Gonzalez ËÐÚÊÜÚÚÌËɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯ×ÓÈÕÚɯÛÖɯÙÌËÜÊÌɯÛÏÌɯ

number of personnel paid from the capital budget .  3ÏÌÚÌɯ×ÓÈÕÚɯÈÕËɯÛÏÌɯÚÛÈÛÌɀÚɯÌÍÍÖÙÛÚɯÛÖɯ

address the capitalized personnel problem are discussed in detail in Chapter One. 

New capital initiatives 

Some of the major initiatives discussed by A&F representatives at the May 2008 hearing include 

development of a master plan for state and county correctional facilities and open space 

preservation.  Secretary Kirwan discussed the master planning process for correctional facilities, 

which is now being conducted by the Division of Ca pital Asset Management and 

Maintenance.42  She also indicated that the administration was making its greatest commitment 

ever to open space preservation and said the three major areas of focus are urban parks, natural 

habitat preservation and working farms.   It remains to be seen what effect budget reductions at 

state agencies will have on these and other capital initiatives. 

                                                 
42 Please refer to the section on DCAMM on page 26 of this report for more detail about the master plan.  
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INFORMATION TECHNOLOGY DIVISION  

In May 2007 and May 2008, the Committee conducted its annual oversight hearings with the 

Information Technology Division (ITD).  ITD is a division of the Executive Office for 

Administration and Finance that supports the information technology needs of state agencies 

and the legislature and, with the exception of the Mass.gov website, does not serve the public 

directly. 43  ITD supports state agencies by developing, centralizing, connecting, and 

standardizing Commonwealth IT services.  This includes facilitating cross -agency information 

sharing, reducing data storage redundancy and maintaining secure networks . 

As information technology becomes increasingly important, there is a growing need to invest in 

existing Commonwealth systems, hardware, software, and infrastructure.  ITD has established 

priorities to replace a number of aged systems and inefficient technologies.  There are old 

mainframe systems that run or use outdated and incompatible software or hardware.  These 

×ÙÖ×ÙÐÌÛÈÙàɯɁÓÌÎÈÊàɂɯÚàÚÛÌÔÚɯÈÙÌɯÌß×ÌÕÚÐÝÌɯÛÖɯÔÈÐÕÛÈÐÕɯÈÕËɯÏÈÝÌɯÐÕÚÜÍÍÐÊÐÌÕÛɯÚÜ××ÖÙÛɯËÜÌɯÛÖɯthe 

dwindling number  of individuals with the expertise needed to support these systems.   

There are systematic redundancies across Commonwealth networks that can be consolidated by 

updating and linking networks.  Investing in information technology also provides ways to 

make government more transparent because it can make more information readily available to 

the public about its operations and activities.  Such investment also allows the public to interact 

and do business with the state online achieving efficiencies for both the users and the state.  

Finally, investment in information technology will make networks and databases more secure 

with newer software and improved firewall protection.    

At the May 2008 hearing, newly appointed Assistant Secretary for Information Technology and 

Chief Information Of ÍÐÊÌÙɯ ÕÕÌɯ'ȭɯ,ÈÙÎÜÓÐÌÚɯÛÌÚÛÐÍÐÌËɯÈÉÖÜÛɯ(3#ɀÚɯÊÈ×ÐÛÈÓɯ×ÓÈÕɯÈÕËɯÍÜÕËÐÕÎɯ

needs and its ongoing and planned projects. 

FY2008 Capital Plan 

In the FY2008-2012 Capital Investment Plan it published in 2007, the administration stressed the 

importance of funding IT D to update systems and facilitate greater efficiencies and cost 

reductions.  The administration believes that ITD was underfunded in prior years and 

estimated the project backlog at $90 million.  The administration proposed a four year 

investment in infor mation technology of $579 million, with about $440 million coming from 

general obligation bond proceeds. 

At the May 2008 hearing, Assistant Secretary Margulies discussed the capital plan and spending 

for FY2008.  She said that ITD would spend the annual cap of $67 million by the close of the 

ÍÐÚÊÈÓɯàÌÈÙɯÖÕɯ)ÜÕÌɯƗƔȭɯɯ3ÏÐÚɯÔÖÕÌàɯÐÚɯËÌÙÐÝÌËɯÍÙÖÔɯɁ(3ɯ!ÖÕËɯ(((ȮɂɯÛÏÌɯÐÕÍÖÙÔÈÛÐÖÕɯÛÌÊÏÕÖÓÖÎàɯ

bond legislation enacted in 200244, and the Immediate Needs Bond Bill passed in March 2007.45  

The Immediate Needs Bond Bill authorized $95 million to upgrade technology and provide 

                                                 
43 http://www.mass.gov/itd.   
44 Acts of 2002, chapter 142 authorized $300 million of general obligation bonds for information technology.  
45 Acts of 2007, chapter 27, section 2, item 1790-2015 
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ɁÉÙÐËÎÌɯÍÜÕËÐÕÎɯÈÓÓÖÊÈÛÐÖÕÚɂɯÍÖÙɯÊÙÐÛÐÊÈÓɯÓÈÙÎÌɯ×ÙÖÑÌÊÛÚɯÜÕÛÐÓɯÈɯÓÖÕÎÌÙɯÛÌÙÔɯ(3ɯÉÖÕËɯÉÐÓÓɯÊÖÜÓËɯÉÌɯ

enacted.46 

The Assistant Secretary outlined the spending plan for the FY2008 capital funds.  The $67 

mi llion would be allocated for the following projects and purposes:  

 3ÖɯËÌÝÌÓÖ×ɯÚàÚÛÌÔÚɯÍÖÙɯÛÏÌɯ#Ì×ÈÙÛÔÌÕÛɯÖÍɯ1ÌÝÌÕÜÌɀÚ Child Support Enforcement unit  to 

enable it to collect unpaid child support obligations through income withholdings.  

 To the various state agencies to develop and consolidate disaster recovery plans in a 

single system. 

 To develop and maintain a single online system for contracts, billing and reporting to 

serve multiple health and human services agencies, numerous outside service providers 

and the many thousands of users of state human services. 

 3ÏÌɯÐÔ×ÓÌÔÌÕÛÈÛÐÖÕɯÖÍɯÛÏÌɯɁƜƔƔɯ,'áɂɯÞÐÙÌÓÌÚÚɯÊÖÔÔÜÕÐÊÈÛÐÖÕÚɯÚàÚÛÌÔɯÍÖÙɯÛÏÌɯ2ÛÈÛÌɯ

Police in western Massachusetts. 

  ɯÚàÚÛÌÔɯÛÖɯÌÕÈÉÓÌɯÛÏÌɯ ÛÛÖÙÕÌàɯ&ÌÕÌÙÈÓɀÚɯÖÍÍÐÊÌɯÛÖɯÙÌÊÖÙËɯÈÕËɯÛÙÈÊÒɯÈÓÓɯÊÖÕÛÈÊÛÚɯÞÐÛÏɯ

state residents for follow up and review.  

FY2009 Capital Plan and New Bond Authorizations 

During the May 2009 hearing, Assistant Secretary Margulies specified the major projects that 

were expected to be funded in the coming FY2009 capital spending plan and stressed that 

spending on these projects was contingent on the passing of the pending bond legislation for 

information technology.  Since the time of the hearing, new bond authorizations for ITD have 

been enacted as part of the General Government Capital Need Bond Bill .47 

The bond legislation includes two ITD capital authorizations.  The bill includes a general 

authorization of $450 million to pay for information technology projects. 48  The authorization 

does not specify particular projects but will be used in  part for several major projects in the 

capital plan for FY2009 and discussed below.  The second capital authorization provides $78 

million to build a second active data center in western Massachusetts. 

In December 2008, A&F published its new five-year plan for FY2009-2013.  The bond-funded 

spending cap for information technology in FY2009 is $87 million as compared with $44.5 

million for FY08. 49  The FY2009 cap from all sources of funding is $111.9 million compared with 

$64.7 million in FY2008. 

The largest projects that will be funded from the FY2009 spending cap are the following:  

 #ÌÝÌÓÖ×ÔÌÕÛɯÖÍɯÕÌÞɯÛÈßɯÊÖÓÓÌÊÛÐÖÕɯÚàÚÛÌÔɯÒÕÖÞÕɯÈÚɯɁ,ÈÚÚ3Èßɯ((ȭɂɯɯ3ÏÐÚɯÛÈßɯÙÌÝÌÕÜÌɯ

ÊÖÓÓÌÊÛÐÖÕɯÚàÚÛÌÔɯÞÖÜÓËɯÙÌ×ÓÈÊÌɯÛÏÌɯÌßÐÚÛÐÕÎɯɁÓÌÎÈÊàɂɯÚàÚÛÌÔɯÜÚÌËɯÉàɯ#.1ȮɯÞÏÐÊÏɯÐÚɯÕÖɯ

                                                 
46Commonwealth of Massachusetts Five Year Capital Investment Plan, FY2008-2012, page 43. 
47 Acts of 2008, chapter 304 
48 Acts of 2008, chapter 304, section 2B, item 1790-3000.  This item contains only one earmark that was added to the 

original item providing $1.8 million for IT upgrades at the Appeals Court and Supreme Judicial Court.  
49 Commonwealth of Massachusetts Five-Year Capital Investment Plan-FY2009-2013 
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longer cost-effective to maintain or enhance.  The new system will provide a much 

improved, secure and user-friendly system that will integrate all tax administration 

functions, allow for the efficient and proper accounting and collection of over $17 billion 

in tax revenues annually and collect, process, and store all Massachusetts tax returns.   

,ÈÚÚ3Èßɯ((ɯÐÚɯÌß×ÌÊÛÌËɯÛÖɯÐÔ×ÙÖÝÌɯÛÏÌɯ#Ì×ÈÙÛÔÌÕÛɯÖÍɯ1ÌÝÌÕÜÌɀÚɯÛÈßɯÊÖÓÓÌÊÛÐÕÎɯÉàɯ

simplifying the process for companies and individuals while expanding fraud 

detection.50 

 Development of a replacement for the ALARS system currently used by the Registry of 

,ÖÛÖÙɯ5ÌÏÐÊÓÌÚȮɯÈÓÚÖɯÈÕɯÖÉÚÖÓÌÛÌɯÈÕËɯÐÕÈËÌØÜÈÛÌɯɁÓÌÎÈÊàɂɯÚàÚÛÌÔȭɯɯRegistry of Motor 

Vehicles (RMV) staff devote just over 85% of available programming time to simply 

maintain the  current system, leaving little time for improvements or increased 

efficiencies.  Furthermore, the RMV cannot respond to certain data requests in a timely 

manner because the current database system requires obsolete COBOL programming to 

process complex queries. This system would support the RMV by processing driver 

licenses and vehicle registration and titles.  The new system would allow the RMV to 

increase its revenue collection abilities through its website, provide additional online 

services, and facilitate shared information with other state agencies.51   

 Continuation of work by the Executive Office of Public Safety on the Massachusetts 

Public Safety Information Network.  Two of the components of this network are 

upgrades to the Criminal Justice Informati on System and statewide deployment of 

electronic fingerprint systems.  

Second active data center 

In addition to the funding for IT systems, the 2008 General Government Capital Needs Bond 

Bill provides $78 million for a second active data center to be built in the city of Springfield.  

3ÏÐÚɯ×ÙÖÑÌÊÛɯÞÖÜÓËɯÈËËɯÛÖɯÛÏÌɯ"ÖÔÔÖÕÞÌÈÓÛÏɀÚɯÖ×ÌÙÈÛÐÕÎɯËÈÛÈɯÚÛÖÙÈÎÌɯÊÈ×ÈÊÐÛàɯÈÚɯÞÌÓÓɯÈÚɯ

provide a backup system in the event the Massachusetts Information Technology Center in 

Chelsea was shut down due to a disaster.   MITC houses many critical information systems and 

processes and is located in an area with a number of site-specific risks.  Currently, the only 

emergency backup is provided through a contract with a third party.  

The second data center would be a complete and separate operating data center as well as 

provide  a backup to keep essential state information technology services running in the event of 

an MITC shutdown .  It will be located in a geographically separate area to significantly reduce 

the risk of the same event affecting both data centers. 

In addition to the funding in the 2008 General Government Capital Needs Bond Bill , the 2002 IT 

Bond Bill provided an initial authorization of $25 million for design, planning, study, 

acquisition and implementation of the second data center.52 

                                                 
50 Bonding Committee Capital expenditure oversight hearing with the Information Technology Division, February 25, 

2008. 
51 Id.  
52 Acts of 2002, chapter 142, section 2, item 1790-2013 
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DIVISION OF CAPITAL ASSET MANAGEMENT AND MAINTENANCE  

The Division of Capital Asset Management and Maintenance (DCAMM) is a division of the 

Executive Office for Administration and Finance.  It has responsibility for and oversight of all 

state-owned buildings and land.  As such, DCAMM is in charge of construction, renovation, 

ÙÌ×ÈÐÙɯÈÕËɯÔÈÐÕÛÌÕÈÕÊÌɯÖÍɯÛÏÌɯÚÛÈÛÌɀÚɯÙÌÈÓɯ×ÙÖ×ÌÙÛàɯÈÚÚÌÛÚȭɯɯ#" ,,ɯmanages projects other 

state branches, agencies, and secretariats including Health and Human Services, Environmental 

Affairs, Public Safety, University of Massachusetts, the State and Community Colleges and the 

Judiciary.  DCAMM manages and maintains all other state office buildings including the State 

House. 

Capital Plan and Major Projects 

DCAMM  no longer has a separate bond cap encompassing all of the projects it manages.  The 

Division had its own bond cap of $54.3 million  ÍÖÙɯ%8ƖƔƔƜɯÍÖÙɯÞÏÈÛɯÊÖÜÓËɯÉÌɯÛÌÙÔÌËɯɁ×ÜÙÌɂɯ

DCAMM projects such as state office buildings that are not under the management and 

operation of other state agencies.  These include courthouses, correctional facilities, colleges and 

universities and health and human services facilities .  The total amount of bond cap funding 

managed by DCAMM for all agencies in FY2008 was $285.2 millio n.  DCA MM was authorized, 

under the administrative bond cap established by A&F, to expend this amount d ur ing FY2008 

on capital projects.53   The following are some of the major projects managed by DCAMM 

during the past year: 

 The new inpatient mental health facilit y in Worcester.  This facility will replace the 

existing DMH inpatient hospitals in Worcester and Westborough and is being 

constructed at the existing Worcester campus.   

 Various large courthouse projects such as the new Fall River Courthouse, the new 

Taunton Courthouse and the new Salem Courthouse.  Another major upcomin g project 

is the Sullivan Courth ouse in Cambridge.  In question is whether it is economically 

feasible to renovate this building or whether it should be replaced.  Even for a minimum 

upgrad e of elevators, HVAC and asbestos removal, the estimated cost is very high.  For 

additional information about court house projects, please refer to page 29 of this report 

ÙÌÎÈÙËÐÕÎɯÛÏÌɯ)ÜËÐÊÐÈÙàɀÚɯÊÈ×ÐÛÈÓɯ×ÙÖÑÌÊÛÚɯÈÕËɯneeds.  Also, see Appendix G, which 

summarizes the current status of all completed, ongoing and planned  courthouse 

projects. 

 Higher education projects including ongoing work on the UMass Boston substructure, 

UMass Amherst WEB Dubois Library improvements, renovations to Worcester State 

College administrative building and library improvements at Westfield State College.  In 

addition to other projects underway at various UMass and State and Community 

College campuses, DCAMM will be commencing a number of projects at the various 

campuses as specified in the Higher Education Bond Bill enacted this year.54 

                                                 
53 Due to delays in project approvals, DCAMM used only $186 million of the $2 85.2 million FY08 bond cap. Source:  

Executive Office For Administration and Finance.  
54 Acts of 2008, chapter 258 
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 Several public safety projects including the expansion and upgrade of the Fire Fighting 

 ÊÈËÌÔàɯÐÕɯ2ÛÖÞɯÈÕËɯÊÖÕÚÛÙÜÊÛÐÖÕɯÖÍɯÈɯÕÌÞɯ"È×Ìɯ"ÖËɯ,ÌËÐÊÈÓɯ$ßÈÔÐÕÌÙɀÚɯÍÈÊÐÓÐÛàȭ 

 Several state office building projects for A&F such as State House roof repairs, the ITD 

second active data center in Springfield and elevator improvements in the McCormack 

and Springfield state office buildings.  

 Renovation and expansion of the Wall Experiment Station (EOEA). 

Many of these projects are discussed further in the relevant agency sections of this report. 

The new FY2009 capital plan increases the bond-funded spending for state office buildings and 

facilities to $84.119 million.55  Total bond funded spending for all DCAMM manage d projects 

for FY2009 is capped at $401 million. 

Master plans 

DCAMM is charged with developing several master plans.  Among the master planning 

processes underway at this time are those for corrections, Department of Youth Services, the 

State House, the Shattuck Hospital and each of the UMass and state and community college 

campuses. 

4ÕËÌÙɯÈɯ×ÙÖÝÐÚÐÖÕɯÐÕɯÛÏÐÚɯàÌÈÙɀÚɯ&ÌÕÌÙÈÓɯ&ÖÝÌÙÕÔÌÕÛɯ"È×ÐÛÈÓɯ-ÌÌËÚɯBond Bill ,56 DCAMM is 

required to develop a master plan for improvements to state and county correctional facil ities.  

The planning process has been underway since earlier this year and is expected to be complete 

by the end of calendar year 2008.  In developing the plan, DCAMM is working with the 

,ÈÚÚÈÊÏÜÚÌÛÛÚɯ2ÏÌÙÐÍÍɀÚɯ ÚÚÖÊÐÈÛÐÖÕɯÈÕËɯÛÏÌɯ#Ì×ÈÙÛÔÌÕÛɯÖÍɯ"ÖÙÙÌÊÛÐÖÕÚ.  The plan will be a 

comprehensive ten-àÌÈÙɯȹÛÏÙÖÜÎÏɯƖƔƖƔȺɯÈÚÚÌÚÚÔÌÕÛɯÖÍɯÛÏÌɯÚÛÈÛÌɀÚɯÊÈ×ÐÛÈÓɯÕÌÌËÚɯÍÖÙɯÊÖÙÙÌÊÛÐÖÕÈÓɯ

facilities. 

The provision, included in the $550 million DCAMM capital spending authorization, specifies 

certain facilities that must be included in the planning process (see page 32 for a listing of the 

facilities concerned).  In addition, $100 million of the authorization is earmarked for the 

,ÐËËÓÌÚÌßɯ"ÖÜÕÛàɯ2ÏÌÙÐÍÍɀÚɯÍÈÊÐÓÐÛÐÌÚɯÛÖɯÈËËÙÌÚÚɯɁÚÌÝÌÙÌɯÈÕËɯ×ÌÙÚÐÚÛÌÕÛɯÖÝÌÙÊÙÖÞËÐÕÎȭɂ 

Related to the corrections master plan is the Shattuck Hospital master plan.  The Shattuck 

Hospital provides health care for inmates under the care of the Sheriffs and the DOC.  As a 

ÙÌÚÜÓÛɯÖÍɯÛÏÌɯÙÌÝÐÌÞɯÖÍɯÛÏÌɯ2ÏÈÛÛÜÊÒɯ'ÖÚ×ÐÛÈÓɀÚɯÊÖÕËÐÛÐÖÕȮɯÛÏÌÙÌɯÐÚɯÚÖÔÌɯØÜÌÚÛÐÖÕɯÈÚɯÛo whether 

the existing facility should be renovated or replaced.  

Deferred Maintenance 

The state continues to struggle with a large deferred maintenance backlog for state buildings 

ÈÕËɯÍÈÊÐÓÐÛÐÌÚȭɯɯ3ÏÐÚɯÉÈÊÒÓÖÎɯÏÈÚɯÎÙÖÞÕɯËÌÚ×ÐÛÌɯÛÏÌɯÚÛÈÛÌɀÚɯÌÍÍÖÙÛÚɯÛÖɯÈËËÙÌss the problem.  

Although DCAMM has successfully addressed a large number of deferred maintenance needs, 

new problems continually arise.  At the May 2007 capital expenditure hearing, Commissioner 

                                                 
55 Commonwealth of Massachusetts, FY2009-2013 Five-Year Capital Investment Plan, December 2008.  See, also, 

capital plan summaries in Appendix B of this report.  
56 Acts of 2008, chapter 304, section 2D, item 8900-8500 
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Perini cited a total deferred maintenance problem of about $1.2 billion.  At that time, the 

Commissioner said that DCAMM had performed about $500 million in deferred maintenance 

projects but that new needs had arisen at about the same rate.  At the May 2008 hearing, 

however, the Commissioner quoted the dollar amoun t of the backlog at nearly $2 billion 

indicating that new needs are arising more quickly than existing ones can be remedied. 

State Surplus Land Disposition 

One of the first things mentioned by Commissioner Perini at the May 2007 capital hearing was 

the need for legislation amending the state surplus land disposition procedure. 57  The 

Commissioner stressed that any new legislation should avoid adding more process because the 

state needed a more streamlined and efficient means of declaring land surplus and disposing of 

ÐÛɯÐÕɯÈɯÛÐÔÌÓàɯÔÈÕÕÌÙȭɯɯ'ÌɯÈÓÚÖɯÚÜÎÎÌÚÛÌËɯÛÏÈÛɯÛÏÌɯÓÈÞɯÚÏÖÜÓËɯÈÓÓÖÞɯÍÖÙɯɁ×ÈÙÛÐÈÓɯÚÜÙ×ÓÜÚÐÕÎ.ɂɯ Úɯ

an example, he said the state should be able to declare an unused and unneeded portion of 

campus surplus while retaining the use of the rest.  Finall y, Commissioner Perini said that the 

state should not hold onto unneeded property and that, if such property is developed, 

municipalities should share in the benefits of the development.   

During the 2005-2006 session, this Committee drafted and reported a bill to reform the surplus 

land disposition procedure.  The Senate likewise produced a bill to amend the surplus land 

disposition statutes.  There were several major differences between the House and Senate 

versions including the role and authority of DCA MM, the role of the Legislature and the 

involvement of MassDevelopment in certain surplus land dispositions.  The session ended 

without the two branches resolving the differences between the bills.  

At the beginning of the 2007-2008 session, a number of surplus land disposition bills were filed 

in both the House and the Senate, including a bill filed by Chairman David Flynn of this 

Committee which is substantially the same as the bill approved by the House during the 

previous session.  None of this legislation, however, moved forward this past session.

                                                 
57 Mass. Gen. Laws, chapter 7, sections 40E through 40I 
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JUDICIARY  

Existing and new bond funding 

The Judicial Branch of Massachusetts government occupies a large number of courthouse 

facilities across the Commonwealth.  Since 1998, the state has been conducting an extensive 

program to renovate, rehabilitate or replace deteriorating court house buildings.  The 1998 

Courth ouse Bond Bill provided a major portion of the bond funding for this program, 

authorizing $730.3 million of general obligation bond authorizations. 58  An additional $220 

million of GO bond funding was provided for certain court projects, including a new Lowell 

facility, in Acts of 2004, chapter 290.59  Nearly all of these authorizations have been expended or 

committed.  60 

Most recently, the 2008 General Government Capital Needs Bond Bill authorized $658.35 

millio n of capital spending for court house projects.  Some of the major earmarked projects in 

the authorization are $125 million for the new Lowell court facility, $40 million for the Taunton 

Superior Cour t building, $72 million for the Probate and Family Court building in Salem and 

$35 million for the Hampden County Hall of Justice project in Springfield.   

For more detail about the status and progress of courthouse construction and renovation 

program, ple ase refer to Appendix G to this report , ɁOverview of Current and Completed Court 

House Projects in the Commonwealth.ɂ 

Capital Plan 

The FY2008 capital plan set a bond cap of $49.3 million for court house projects including, the 

new Plymouth trial court, the downtown Worcester trial court, the new Taunton trial court, the 

new Fall River trial court and the Salem/J.M. Ruane Judicial Center. 

In December 2008, the administration released and published an updated five -year capital 

spending plan for FY2009-2013.  The FY2009 bond cap for court house projects is $129 million.  

The FY2010 cap will be slightly higher at $131.6 million.  During the last three years of the plan, 

FY2011 through FY2013, the bond cap for courthouse projects declines significantly due to the 

completion of several major court house projects currently in progress.61  Please refer to 

Appendix B for the full five year court facility plan.  

In working with DCAMM to develop the court house capital plan, Chief Justice for 

Administration and Management Robert Mulligan, at the May 2007 capital expenditure hearing, 

said that his office continued to adhere to certain principles.  One of these is the goal of building 

comprehensive justice centers where appropriate.  One example is the new Worcester court 

facility, which houses five different court departments.  

                                                 
58 Acts of 1998, chapter 189 
59 Act of 2008, chapter 304, section 2C, item 1102-5600 
60 Office of the Comptroller of the Commonwea lth.  
61 Commonwealth of Massachusetts Five-Year Capital Investment Program  FY2009-2013, page 36 
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A second planning objective is to achieve specific safety and space utilization standards when 

building new court facilities.  One goal is to provide safe and secure space in court houses for 

witnesses and victims.  

Finally, in conducting projects, the Judiciary is employing a model of consolidating, closing and 

disposing of surplus buildings such as those in Worcester, Salem and Taunton. 

Sullivan Court House 

The Edward J. Sullivan Court House in Cambridg e poses one of the biggest challenges of the 

court house capital program.  Even a minimal systems and life safety renovation would be very 

expensive.  Recent estimates have driven the expected costs of renovation even higher than a 

year or two earlier.  Based on a DCAMM study, the project, which would be performed in 

phases because of the cost, is estimated to cost three times the original $130 million estimate. 

At the time of the May 2008 hearing, CJAM Mulligan said that there was still no long term 

soluti on for the Sullivan Court House.  He said that, because of the much higher new cost 

estimates to renovate the building, other options, including permanent relocation of the court 

and disposing of the building, are being evaluated.  CJAM Mulligan pointed ou t that the new 

court house bond authorization would not provide funding for the project.  The capital 

authorization for court  house projects in the General Government Capital Needs Bond Bill did 

not earmark any funds for the Sullivan Court House.  

Court House Accessibility and Parking 

At the May 2007 capital expenditure hearing, Supreme Judicial Court Chief Justice Margaret 

Marshall stressed the need for the courthouse capital program to include accessibility 

improvements required by the Americans with Disab ilities Act (ADA).  Chief Justice Marshall 

cited a 2004 United States Supreme Court decision requiring that court house facilities be 

accessible to the disabled. 

 ÛɯÛÏÌɯ,ÈàɯƖƔƔƜɯÏÌÈÙÐÕÎȮɯ") ,ɯ,ÜÓÓÐÎÈÕɯËÐÚÊÜÚÚÌËɯÛÏÌɯ)ÜËÐÊÐÈÙàɀÚɯÖÕÎÖÐÕÎɯÚÛÜËàɯÖÍɯ # ɯ

issues at all of the court facilities.  He ÚÈÐËɯÛÏÈÛɯ # ɯÊÖÔ×ÓÐÈÕÊÌɯÈÕËɯÜ×ÎÙÈËÌÚɯÞÈÚɯÛÏÌɯÊÖÜÙÛÚɀɯ

most pressing need.  He noted that there had been a number of ADA-related requests and 

lawsuits.  

Chief Justice Marshall also said that insufficient parking for jurors a t courthouses is a problem.  

When jurors are required to serve, they should have available parking at court facilities.  

MassCourts Information Technology Project 

The project to develop a comprehensive information technology system for the state court 

system was first funded in 1995.62  The project has experienced significant delays in its 

implementation but is now nearing its conclusion.  At  the May 2008 hearing, CJAM Mulligan 

indicated that the courts would soon roll out the new IT system in the Probate and  Family 

Court.  The system would next be implemented at other courts, including the Housing Court 

                                                 
62 Acts of 1995, chapter 263 
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and the Boston Municipal Court.  CJAM Mulligan said that the Superior Court would be the last 

to implement the MassCourts system. 

CJAM Mulligan said that $2 m illion would be spent this year on the project and that he 

expected it  to be completed within budget in 2010.  Craig Burlingame, the Chief Information 

Officer  for the Judiciary, is managing the project. 
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EXECUTIVE OFFICE OF PUBLIC SAFETY  

At the Bonding ComÔÐÛÛÌÌɀÚɯ,ÈàɯƖƔƔƛɯÊÈ×ÐÛÈÓɯÌß×ÌÕËÐÛÜÙÌɯÏÌÈÙÐÕÎȮɯ2ÌÊÙÌÛÈÙàɯÖÍɯ/ÜÉÓÐÊɯ2ÈÍÌÛàɯ

Kevin Burke discussed the major ongoing projects and programs of the Executive Office of 

Public Safety.  These include the state police cruiser replacement program, purchase of mobile 

data terminals for state police cruisers, the Department of Fire Services (DFS) expansion of the 

Stow training facility, safety equipment grants to municipalities, improvements to county jails 63 

and completion of the southeast regional chief medical examiÕÌÙɀÚɯÖÍÍÐÊÌȭ64 

Secretary Burke listed as the future critical needs funding for inmate mental health, furniture 

and cameras to address the prisoner suicide problem, funding for Western Massachusetts police 

and fire training facilities, a new chief medical e ßÈÔÐÕÌÙɀÚɯÍÈÊÐÓÐÛàɯÛÖɯÚÌÙÝÌɯÊÌÕÛÙÈÓɯÈÕËɯÞÌÚÛÌÙÕɯ

,ÈÚÚÈÊÏÜÚÌÛÛÚȮɯÊÖÔ×ÓÌÛÐÖÕɯÖÍɯÛÏÌɯÞÌÚÛÌÙÕɯ,ÈÚÚÈÊÏÜÚÌÛÛÚɯ×ÖÙÛÐÖÕɯÖÍɯÛÏÌɯÚÛÈÛÌɯ×ÖÓÐÊÌɯɁƜƔƔɯ,'áɂɯ

communications project, improvement s to national guard armories, purchase of new 

ÏÌÓÐÊÖ×ÛÌÙÚɯȹÐÕÊÓÜËÐÕÎɯÖÕÌɯɁÏÌÈÝàɯÓÐÍÛɂɯÏÌÓÐÊÖ×ÛÌÙȺȮɯÈɯÕÌÞɯÚÛÈÛÌɯ×ÖÓÐÊÌɯÊÙÐÔÌɯÓÈÉÖÙÈÛÖÙàɯÈÕËɯÈÕɯ

ɁƜƔƔɯ,'áɂɯÙÈËÐÖɯÚàÚÛÌÔɯÚÌÙÝÐÕÎɯÛÏÌɯÊÖÜÕÛàɯÚÏÌÙÐÍÍÚȭ 

At the May 2008 hearing, Secretary Burke discussed the projects that had been undertaken since 

the beginning of the Patrick Administration.  T hese include the integrated criminal justice 

information system, critical repairs at various public safety facilities, the continuation of the 

state police cruiser replacement program ($12 million per year for ongoing replacement of aging 

cruisers), the soÜÛÏÌÈÚÛÌÙÕɯÙÌÎÐÖÕÈÓɯÊÏÐÌÍɯÔÌËÐÊÈÓɯÌßÈÔÐÕÌÙɀÚɯÍÈÊÐÓÐÛàɯÈÕËɯÛÏÌɯÊÖÙÙÌÊÛÐÖÕÈÓɯ

facilities master plan. 

Capital Plan 

In August of 2007, the Executive Office for Administration and Finance published a Five -Year 

Capital Spending Plan for FY2008-2012.  In December 2008, A&F published the updated five-

year plan for FY2009-2013.  The bond-funded spending cap for public safety in FY2009 is 

$27.416 million as compared with $29.7 million for FY08.65  The FY2009 cap from all sources of 

funding is $42.566 million.  The bond cap for corrections, which is managed by EOPS, was $15.6 

million in FY2008 and i s $26.948 million for FY2009.  Corrections capital funding from all 

sources in FY2009 is $27.348.66  

Correctional facilities master plan 

Due to the need for additional capacit y and capital improvements at a number of state and 

county correctional facilities, the General Government Capital Needs Bond Bill included a $550 

million capital spending authorization 67 to address these needs.  The authorization requires the 

Division of Capital  Asset Management and Maintenance (DCAMM) to develop a corrections 

master plan in consultation with the Department Of Corrections and the Massachusetts Sheriffs 

                                                 
63 Although county jails received much more funding in chapter 304 of 2008, chapter 27 of the acts of 2007 also 

provided $20 million for such facilities. 
64 This program was also funded by chapter 27 of the acts of 2007. 
65 Commonwealth of Massachusetts Five-Year Capital Investment Plan-FY2009-2013 
66 Id. 
67 Acts of 2008, chapter 304, §2D, item 8900-8500 
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Association.  The legislation mandates that the master plan address specific issues including 

expansion of capacity in Hampden, Middlesex, Worcester, Norfolk and Essex counties, capital 

improvements to facilities in Berkshire, Bristol and Suffolk counties and a new lockup and pre -

release center in Barnstable County. 

DCAMM has commenced the master planning process, which is now well underway and 

expected to be completed by early in 2009. 

Western Massachusetts Fire Training Facility 

The 2008 General Government Capital Needs Bond Bill provides $10 million for a western 

Massachusetts fire training facility in the city of Springfield. 68  The facility would serve fire 

personnel, including volunteer and call firefighters, in the western part of the state.  The y 

currently experience long delays getting into training programs at the only existing fire tra ining 

facility in Stow.  Due to the distance, firefighter  trainees from this part of the state also incur 

additional costs for meals, lodging and travel to attend the fire academy in Stow.  Furthermore, 

volunteer and call firefighters in western Massachusetts do not have access to the programs at 

the Stow location. 

At the May 2008 hearing, Secretary Burke said that, with the money in the bond bill to acquire 

property for the facility, DFS will promptly  open and begin operating the western 

Massachusetts fire  academy. 

Municipal Public Safety Facilities Grant Program 

A new capital initiative is a program of grants to cities and towns for repair, renovation and 

construction of municipal public safety facilities.  The 2008 General Government Capital Needs 

Bond Bill  provides $45 million for the grant program. 69  The legislation  specifies criteria to be 

applied in making grant decisions including fiscal and budgetary constraints of the 

ÔÜÕÐÊÐ×ÈÓÐÛàȮɯÈÕÈÓàÚÐÚɯÖÍɯÛÏÌɯÔÜÕÐÊÐ×ÈÓÐÛàɀÚɯ×ÙÖ×ÖÚÌËɯ×ÙÖÑÌÊÛɯÉÜËÎÌÛɯÈÕËɯÉÌÕÌÍÐÛÚɯto the 

municipality.  The final legislation  includes earmarks for specific grants. 

                                                 
68 Acts of 2008, chapter 304, §2D, item 8000-4900 
69 Id., item 8000-3500 
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EXECUTIVE OFFICE OF HEALTH AND HUMAN SERVICES  

In 2007 and 2008, the Committee conducted its annual oversight hearings with the Executive 

Office of Health and Human Services (EOHHS).  In 2007, Secretary JudyAnn Bigby, Fred Habib, 

Chief Financial Officer Patricia Spellman, and Chief Administrative Officer Andrea Dodge 

testified before the Committee.  Secretary Bigby, Assistant Secretary for Administration and 

Operations Terry Dougherty, and Chief Financial Officer Steve Barnard appeared at the 2008 

hearing. 

EOHHS includes the Departments of Children and Families, Elder Affairs, Mental Health, 

Mental Retardation, Public Health, Transitional Assistance, Youth Services and VeteranÚɀɯ

Services.  It oversees commissions for the blind, deaf and disabled.  It also includes MassHealth 

and the Office for Refugees and Immigrants.  The secretariat also ÔÈÕÈÎÌÚɯÛÏÌɯ2ÖÓËÐÌÙÚɀɯ'ÖÔÌÚɯ

in Chelsea and Holyoke. 

EOHHS capital facilities and needs are managed by the Division of Asset Management and 

Maintenance (DCAMM).  EOHHS operates over 85 state-owned facilities including public 

health hospitals, psychiatric hospitals, juvenile detention facilities and outpatient mental health 

clinics. 

Capital Plan and Priorities 

In its FY2008-2012 Capital Spending Plan, the administration provided over $400 million for 

EOHHS capital needs over five years.  The recently released FY2009-2013 Capital Spending Plan 

provides for $396 million of bond -funded capital spend ing.  The EOHHS bond cap increased 

from $18.8 million in FY2008 to $68.5 million in FY2009.   

Secretary Bigby discussed priority capital projects that were in the FY2008 capital plan and 

ready to proceed.  The largest project is the new inpatient mental health hospital to be built at 

the campus of the current Worcester mental health facility.  The new facility will replace the 

existing Worcester and Westborough hospitals.  The 2007 Immediate Needs Bond Bill  provided 

$250 million for this project. 70  Because the estimated project cost had increased to $278 million 

due to construction cost inflation, the 2008 General Government Capital Needs Bond Bill 

authorized an additional $24 million for the project. 71  As of the May 2008 hearing date, 

demolition at the proj ect site was underway and site preparation work was expected to 

commence in June 2009.  According to DMH, preparations have been completed at the site, 

including demolition and roadwork to access the facility.  During FY2008, $12 million was 

expended for these early construction phases of the project.  Construction is scheduled to begin 

in March of 2009 and be completed by March 2012. 

Another priority is the Shattuck Hospital Master Plan, which is intended to determine the most 

cost-effective solution to address the deteriorated condition  of the Lemuel Shattuck Hospital.  

The Shattuck is the primary provider of public health services for the Boston area.  Phase I of 

the study was completed in July 2007 and concluded that renovation of the existing building 

would not be cost-effective.  Phase II began in the fall of 2007 and involves the evaluation of the 

                                                 
70 Acts of 2007, chapter 27, section 2, item 5500-9405 
71 Acts of 2008, chapter 304, section 2C, item 1102-2008 
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clinical needs of stakeholders.  The final Phase III will evaluate future options for replacement 

of the facility.  During FY2008, EOHHS spent $700,000 to continue funding the Master Plan 

study.   

Another priority cited by the Secretary that was ready to proceed in 2008 is the Department of 

Youth Services Master Plan.  EOHHS received funding to complete a comprehensive review of 

DYS facilities and needs. 

In addition to these two master plans, EOHHS is working with A&F  and DCAMM to develop a 

master plan for each agency within EOHHS. 

New bond funding 

In addition to the funding for the inpatient mental health facility discussed above, the 2008 

General Government Capital Needs Bond Bill authorized $80 million of general obligation 

funding for other EOHHS facilities over the next five years.72  This funding will pay for 

acquisition, new construction, renovation and repair of EOHHS capital assets. 

Maintenance 

EOHHS agencies have completed a list of deferred maintenance items totaling $82 million.  

These needs were identified as a result of an asset assessment conducted several years ago.  

EOHHS created a formula to establish repair priorities that weighed elements like health and 

safety, compliance with laws and regulations and project feasibility.  Like the capital facilities of 

other agencies, most capital facilities of EOHHS agencies have not received sufficient or timely 

maintenance or upgrades. 

In addition to the de ferred maintenance backlog, EOHHS owns many unused and deteriorating 

buildings that need to be demolished for safety reasons.  EOHHS estimates the total cost of 

demolition at $55 million.  

Some of the ongoing repair and maintenance projects for FY2008 include: 

 Department of Youth Services:  Installation of CO2 detectors in residences. 

 Department of Mental Retardation:  HVAC and electrical upgrades and window 

replacement in aged buildings; roof replacements and other renovations in many 

buildings.  

 Department of Mental Health:  Upgrades to fire alarms and CO2 detectors. 

 Department of Public Health:  Building renovations and roof replacements; electrical 

upgrades and CO2 detectors. 

 "ÏÌÓÚÌÈɯ2ÖÓËÐÌÙÚɀɯ'ÖÔÌȯɯɯInstallation of sprinkler systems and CO2 detectors. 

 HolàÖÒÌɯ2ÖÓËÐÌÙÚɀɯ'ÖÔÌȯɯɯ$ÓÌÊÛÙÐÊÈÓɯÜ×ÎÙÈËÌÚȭ 

Information Technology Projects 

EOHHS manages a number of agencies that provide a variety of human services and deal with 

a large number of service providers and clients.  As a result, EOHHS  relies heavily on 

inf ormation technology to efficiently manage and deliver services and information.  

                                                 
72 Acts of 2008, chapter 304, section 2C, item 4000-2020 
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The major EOHHS information technology priorities are to:  

 "ÖÕÛÐÕÜÌɯÛÖɯÉÜÐÓËɯÖÕɯÛÏÌɯɁ5ÐÙÛÜÈÓɯ&ÈÛÌÞÈàȮɂɯÞÏÐÊÏɯ×ÙÖÝÐËÌÚɯÈɯÚÐÕÎÓÌɯÐÕÛÌÙÕÌÛɯ×ÖÙÛÈÓɯÛÖɯ

services and information.  

 Consolidate IT management, oversight and standards in order to avoid duplication and 

investment in redundant systems and promote interoperability of systems.  

 Continue to develop online service reporting and billing for human service providers.  

 Complete final im plementation of the new MMIS system to replace the legacy Medicaid 

Management Information System. 

In 2004, EOHHS launched the Virtual Gateway, an online platform that supports and integrates 

EOHHS databases and provides one-point user access.  The Virtual Gateway now includes 

ÔÖÙÌɯÛÏÈÕɯƕƗɯɁÌ-&ÖÝÌÙÕÔÌÕÛɂɯÚÌÙÝÐÊÌÚɯÈÕËɯÚÌÙÝÌÚɯÈÉÖÜÛɯƕƛȮƔƔƔɯÐÕËÐÝÐËÜÈÓÚɯÌÔ×ÓÖàÌËɯÉàɯ

hundreds of human services organizations.  The Virtual Gateway is designed to decrease 

operating costs, redundancies, and inefficiencies by standardizing and connecting EOHHS 

systems, streamlining information, and creating a single platform to exchange information.  

Planned and ongoing enhancements to the system include the launch of an online invoicing 

service for human service providers, investment in  a data warehouse in order to integrate client 

and spending data from a number of different information systems, and establish ment of a 

single client identification system to improve coordination of services across agencies. 

EOHHS continues to develop the Enterprise Invoice Management (EIM/ESM) online invoicing 

system accessible through the Virtual Gateway.  This service streamlines $2.6 billion in purchase 

of service contract management and invoicing processes and is used by more than 400 

community human s ervice organizations and nearly 3,000 individual users. 

EOHHS will invest in a new technical platform to support the Virtual Gateway and other 

EOHHS IT operations.  It will replace the current Virtual Gateway user access and security 

system, deliver new ways of building interfaces between systems, increase database and 

processing capacity, standardize document and workflow management and provide a secure 

collaboration environment for sharing of project information between EOHHS agencies.  

The new MMIS system is designed to provide a modern system for MassHealth that will 

ÚÜ××ÖÙÛɯÊÖÚÛɯÊÖÕÛÈÐÕÔÌÕÛɯÈÕËɯÍÓÌßÐÉÓÌɯ×ÙÖÎÙÈÔɯËÌÚÐÎÕɯÎÖÈÓÚȭɯɯ(ÛɯÞÐÓÓɯÚÜ××ÖÙÛɯÛÏÌɯɁÝÐÙÛÜÈÓɯ

ÎÈÛÌÞÈàɂɯÛÖɯÓÐÕÒɯÊÓÐÌÕÛÚȮɯ×ÙÖÝÐËÌÙÚɯÈÕËɯÚÛÈÍÍɯÞÐÛÏɯÐÕÍÖÙÔÈÛÐÖÕȭɯɯ%ÌËÌÙÈÓɯÙÌÐÔÉÜÙÚÌÔÌÕÛÚɯÞÐÓÓɯ×Èàɯ

for up to 90% of the development and implementation costs of the system.  EOHHS expects that 

about $6.25 million of the project cost will be funded from the new IT authorization in the 2008 

General Government Capital Needs Bond Bill. 73 

                                                 
73 Acts of 2008, chapter 304, section 2B, item 1790-3000.  This authorization provides $450 million for unspecified 

information technology projects.  
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Recently completed projects 

In the fall of 2007, DYS opened its new female detention facility in Westborough.  This $20.5 

million project addresses the shortage of facilities for girls by providing 45 new beds.  

Another project that is nearly complete is the electric system upgrad e ÈÛɯÛÏÌɯ'ÖÓàÖÒÌɯ2ÖÓËÐÌÙÚɀɯ

Home. 
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DEPARTMENT OF HIGHER EDUCATION  

On May 7, 2007 and May 13, 2008, the Committee conducted its annual oversight hearings with 

the Department of Higher Education (DHE). 74  In 2007, Chancellor Patricia Plummer and 

Assistant Vice Chancellor Susan Wolfe testified before the Committee.  In 2008, Chairman 

Fredrick W. Clark, Commissioner Plummer, and Bridgewater State College President Dana 

Mohler -Faria testified before the Committee.  Since the most recent hearing, Aundrea E. Kelley 

has succeeded Dr. Plummer as Acting Commissioner of DHE. 

The DHE, working with the Division of Capital Asset Management and Maintenance 

(DCAMM), manages the nine state college campuses and fifteen community college campuses.   

These campuses occupy approximately 425 buildings comprising 13.2 million square feet on 

2,892 acres75 and serve nearly a quarter of a million enrollees.76  The majority of these buildings 

are more than 25 years old and about half were built before 1965. 

At the 2008 hearing, DHE Chairman Fred Clark discussed the seven year process, which began 

in 2001 and concluded this year, to identify priority projects within the state and community 

college system.  As part of this process, the DHE commissioned the Eva Klein study, the 

conclusions of which are contained in a 2003 final report.  At that time, the study identified $1.2 

billion of deferred maintenance needs.  The DHE estimates that this amount has grown to about 

$2.8 billion today.  The Klein study, together with the subsequent space util ization study (2004-

2007) and master plans developed for each campus, form the basis for the comprehensive 

master plan that has now been completed for the entire system. 

While the size of its deferred maintenance backlog is large and growing, the Department has 

continued to spend 5% of its budget on maintenance.  At the 2007 hearing, Associate Vice 

Chancellor Susan Wolfe said that the Board of Higher Education had spent $100 million during 

the previous year for deferred maintenance needs. 

Commissioner Patricia Plummer77 said at the 2008 hearing that the new bond funding in the 

pending Higher Education Bond Bill was coming at an important time ; a worsening economic 

climate and the high cost of private higher educational institutions would make public higher 

education the first choice for many.  

3ÏÌɯ&ÖÝÌÙÕÖÙɀÚɯÚ×ÌÊÐÈÓɯÈËÝÐÚÖÙɯÖÕɯÏÐÎÏÌÙɯÌËÜÊÈÛÐÖÕȮɯ!ÙÐËÎÌÞÈÛÌÙɯ2ÛÈÛÌɯ"ÖÓÓÌÎÌɯ/ÙÌÚÐËÌÕÛɯ#ÈÕÈɯ

Mohler -Faria, discussed DHE priorities at the May 2008 hearing.  He said that the Department 

would focus on modernizing or repla cing obsolete science facilities and academic buildings. 

Capital Plan 

The new capital plan is based on the DHE comprehensive master plan discussed above.  The 

capital plan is reflected in the specific projects and campuses earmarked in the Department of 

                                                 
74 Renamed in 2007, the DHE was formerly known as the Board of Higher Education. 
75 ,ÈÚÚÈÊÏÜÚÌÛÛÚɯ#Ì×ÈÙÛÔÌÕÛɯÖÍɯ'ÐÎÏÌÙɯ$ËÜÊÈÛÐÖÕȮɯɁ2ÛÙÈÛÌÎÐÊɯ"È×ÐÛÈÓɯ/ÓÈÕÕÐÕÎɯɬ StatÌɯÈÕËɯ"ÖÔÔÜÕÐÛàɯ"ÖÓÓÌÎÌÚȮɂɯ

May 2008. 
76 Commonwealth of Massachusetts, FY0808-2012 Five-Year Capital Investment Plan, August 2007, p. 24. 
77 As part of the 2007 reorganization, when the Board of Higher Education became the Department of Higher 

Education, the "ÏÈÕÊÌÓÓÖÙɀÚɯ×ÖÚÐÛÐÖÕɯÞÈÚɯÊÏÈÕÎÌËɯÛÖɯÛÏÈÛɯÖÍɯ"ÖÔÔÐÚÚÐÖÕÌÙɯÖÍɯÛÏÌɯ#Ì×ÈÙÛÔÌÕÛȭ 
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Hi gher Education capital spending authorization contained in the 2008 Higher Education Bond 

Bill .78  (ÕɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÊÈ×ÐÛÈÓɯ×ÓÈÕȮɯÊÈ×ÐÛÈÓɯÐÕÝÌÚÛÔÌÕÛɯÛÖÛÈÓÌËɯȜƘƗȭƛɯÔÐÓÓÐÖÕɯÍÖÙɯÍÐÚÊÈÓɯàÌÈÙɯ

2007 and $124.9 million for fiscal year 2008. 

In December 2008, the administration released its updated FY2009-2013 five-year capital 

spending plan. The FY2008 and 2009 bond caps are significantly lower than those shown in the 

FY2008-2012 five year plan, which were $115 million and $118 million , respectively.  The 

FY2009-2013 plan, however, substantially increases the spending caps for FY2010-2013 with a 

total of $720 million of bond -funded spending provided for the five year period ($746 million if 

one includes all funding sources).  The bond cap total for the five years is about $30 million less 

than the previous five year plan, reflecting the general downward adjustment of spending 

under the revised capital spending plan.  

New Bond Authorizations 

The new bond legislation authorizes $1.19 billion for the state and community colleges over a 

ten year period.  This funding represents an increase in the percentage of the state capital 

budget spent on public higher education infrastructure from three to ten percent.  The former 

percentage placed Massachusetts near the bottom of the fifty states for investment in public 

higher education while the new level of funding put s the state near the mean level of spending 

of all fifty states. 79 

Capital spending authorizations in the Higher Education Bond Bill include:  

1. $548 million for projects at all fifteen community colleges.  Projects include the Siegel 

Health Technologies Building at Bristol Community College and a new learning and 

resource center at Bunker Hill Community College.  

2. $491 million for projects at the nine state college campuses.  Projects include the Conant 

Science Center at Bridgewater State College and the Center for Design Innovation at 

Massachusetts College of Art and Design. 

For a complete listing of all earmarked projects and amounts, please refer to Appendix H  of  this 

report.  Also, see the discussion of the Higher Education Bond Bill in Chapter One of this report.  

The Higher Education Bond Bill also de-authorized $34.6 million of old and unused capital 

accounts.80  

The administration withdrew an earlier proposal tha t state and community colleges provide a 

20% participation in the cost of capital investment projects.  This will ease state and community 

college finances by allowing funds that would have been used to match state money to be 

redirected to address critical maintenance and repair needs, safety projects and classroom 

                                                 
78 Acts of 2008, chapter 258, section 2, item 7066-8000 
79 Patrick Administration.  Commonwealth of Massachusetts FY2008-2012 Five-Year Capital Investment Plan,  

August 2007,  p. 2ƗȭȰɯ!ÈÚÌËɯÖÕɯ-ÈÛÐÖÕÈÓɯ ÚÚÖÊÐÈÛÐÖÕɯÖÍɯ2ÛÈÛÌɯ!ÜËÎÌÛɯ.ÍÍÐÊÌÙÚȮɂƖƔƔƙɯ2ÛÈÛÌɯ$ß×ÌÕËÐÛÜÙÌɯ1Ì×ÖÙÛȭɂ 
80 This amount includes de-authorization of University of Massachusetts capital accounts as well.  
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space.81  This change will also increase affordability because colleges will no longer need to raise 

student fees to cover such capital costs. 

State College Building Authority 

The State College Building Authority was established in 1963. 82  The Authority manages 

building projects at state and community college campuses.  It  builds fee-generating facilities, 

principally buildings such as dormitories, dining halls, parking facilities and sports facil ities.  

The Authority funds its projects by issuing revenue bonds that are repaid with rents and fees 

generated by the facilities constructed.  All projects undertaken by the Authority are submitted 

to the DHE for review and approval.  

The Authority has been effective in getting badly needed campus facilities like dormitories 

constructed in a timely and cost effective manner.  The Authority operates with a staff of six 

persons including the executive director.  

(ÕɯÛÏÐÚɯàÌÈÙɀÚɯHigher Education Bond Bill , the Authority received an increase in its statutory 

bond cap from $500 million to $1 billion. 83  This means that the Authority now has an available 

$500 million of authorization s to issue revenue bonds for projects.  The Authority had mostly 

exhausted the $500 million in revenue bond authority it had been granted in 1998; 84 the bond 

authority provided for in the statute is non -revolving and may not be re -used after repayment. 

At the May 2008 hearing, Dr. Mohler -Faria said that the Authority was building two proje cts at 

the Bridgewater State College campus.  He noted that the MSCBA program was quite effective 

in getting projects done through the use of alternative procurement methods. 85 

                                                 
81 Commonwealth of Massachusetts, FY0808-2012 Five-Year Capital Investment Plan, August 2007, p. 26 
82 The Authority was establishing by Acts of 1963, chapter 703. 
83 Acts of 2008, chapter 258, section 8 
84 Acts of 1998, chapter 290, section 3.  At the May 2008 hearings, Chairman Fred Clark noted that the Authority had 

just borrowed the last $90 million of the $500 million authorization granted in 1998.  
85 Alternative procurement methods specifically applicable to the MSCBA were provided for in section 30 of chapter 

193 of the acts of 2004 (construction reform legislation).   
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THE UNIVERSITY OF MASSACHUSETTS  

The University of Massachusetts (UMass) has five campuses:  Amherst, Boston, Lowell, 

Dartmouth, and the Worcester Medical School campus.  The campuses serve 61,000 

undergraduate and graduate students, with nearly half of these attending the flagship Amherst 

campus.  The system is governed by a nineteen member Board of Trustees (the Board) and is 

headed by UMass President Jack Wilson.  UMass capital needs are funded by several sources 

including state bond funds, university funds , and private fundraising.  The University borrows 

funds for specific projects through revenue bonds issued by the UMass Building Authority 

(UMBA) and the Health and Educational Facility Authority (HEFA). 86 

 In May of 2007 and May of 2008, the Committee conducted the annual oversight hearings on 

the UMass system.  UMass President Jack Wilson and Vice President for Management and 

Fiscal Affairs and Treasurer Steve Lenhardt testified at the hearings. 

UMass Capital Plan 

/ÙÌÚÐËÌÕÛɯ6ÐÓÚÖÕɯÚÜÔÔÈÙÐáÌËɯÛÏÌɯ4ÕÐÝÌÙÚÐÛàɀÚɯÊÈ×ÐÛÈÓɯÚ×ÌÕËÐÕÎɯ×ÙÖÎÙÈÔȮɯÚÈàÐÕÎɯÛÏÈÛȮɯÖÝÌÙɯÛÏÌɯ

past 7 years, the University had invested $1.5 billion dollars in capital improvements to existing 

structures and construction of new facilities.  Of this amount, $1.2 billion consisted of University 

funds from borrowings, operating funds and fundraising.  The remaining $300 mill ion came 

from state general obligation bonds.87  President Wilson indicated that this current 80%/20% 

split in funding would be replaced by a 50%/50% ratio of state to University funding for the 

capital program once new bond funds were authorized.  

The UniveÙÚÐÛàɀÚɯÍÐÝÌɯàÌÈÙɯÊÈ×ÐÛÈÓɯ×ÓÈÕɯ×ÙÖÝÐËÌÚɯÍÖÙɯÚ×ÌÕËÐÕÎɯȜƖȭƝɯÉÐÓÓÐÖÕɯÖÝÌÙɯÛÏÌɯÕÌßÛɯÍÐÝÌɯ

years.  This plan would entail a significant increase in borrowing by the University and a near 

doubling  of the prior level of capital expenditures.   The plan includes $645 million for deferred 

maintenance, $463 million for building replacement and rehabilitation, and $1.1 billion for new 

construction.  Approximately 54% will be spent on maintenance and repair and 40% on new 

construction.88 

Capital Plan 

In December 2008, A&F published its new five -year plan for FY2009-2013.  The bond-funded 

spending cap for higher education, which includes both UMass and state and community 

college, is $72.5 million in FY2009 as compared with $29.7 million for FY2008.89  The FY2009 cap 

from all sources of funding is $81.6 million.  

The FY2008 and 2009 bond caps are significantly lower than those shown in the FY2008-2012 

five-year plan, which were $115 million and $118 million respectively.  The FY2009-2013 plan, 

however, substantially increases the spending caps for FY2010-2013 with a total of $720 million 

                                                 
86 Massachusetts.edu. 
87 Acts of 2002, chapter 245 authorized $77 million of general obligation bond funding for UMass.  In addition, the 

2006 Supplemental Capital bill provided $50 million of operating funds for UMass capital projects.  
88 President Jack M. Wilson.  Testimony before the Committee on Bonding, Capital Expenditures and State Assets.  

May 8, 2007. 
89 Commonwealth of Massachusetts Five-Year Capital Investment Plan-FY2009-2013 
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of bond-funded spending provided for the five year period ($746 million if one includes all 

funding sources).  The bond cap total for the five years is about $30 million less than the 

previous  five year plan, reflecting the general downward adjustment of spending under the 

revised capital spending plan.  

UMass Building Authority 

3ÏÌɯ4,ÈÚÚɯ!ÜÐÓËÐÕÎɯ ÜÛÏÖÙÐÛàɯȹ4,! ȺɯÊÖÕËÜÊÛÚɯÈɯÚÜÉÚÛÈÕÛÐÈÓɯ×ÖÙÛÐÖÕɯÖÍɯÛÏÌɯ4ÕÐÝÌÙÚÐÛàɀÚɯ

capital program.  UMBA was established in 196090 to construct and finance fee-generating 

facilities such as dormitories and dining halls, although the Authority, as discussed below, is 

now involved in  the development of academic buildings.  The Authority finances capital 

projects by issuing revenue bonds that are repaid through fees or rents received from the 

projects. 

UMBA has a staff of three and is governed by an 11 member volunteer board of trustees.  By 

using alternative procurement methods, the Authority has been able to complete pr ojects on an 

accelerated basis.   As an example, President Wilson pointed out at the 2007 hearing that UMBA 

had financed and constructed over 3,000 dormitory beds during the previous several years. 

UMBA is currently financing and building several projects at the Amherst campus including a 

new power plant, an integrated science building, student recreation center, fine arts building 

and a major addition to the nursing facility.  At the Lowell campus, the Authority is building a 

new parking garage and will be gin work on the new Nano/Bio facility.  At the Dartmouth 

campus, UMBA is financing and developing a new research building.  

Deferred Maintenance 

 ɯÓÈÙÎÌɯ×ÖÙÛÐÖÕɯÖÍɯÛÏÌɯ4ÕÐÝÌÙÚÐÛàɀÚɯÊÈ×ÐÛÈÓɯ×ÓÈÕɯÐÚɯËÌÝÖÛÌËɯÛÖɯËÌÍÌÙÙÌËɯÔÈÐÕÛÌÕÈÕÊÌɯÕÌÌËÚȭɯɯ3ÏÌɯ

4ÕÐÝÌÙÚÐÛàɀÚɯÔÖÙe than $1.2 billion deferred maintenance backlog is a top priority under the 

capital plan.  UMass will spend 54% of the funds in its capital plan for basic maintenance, repair 

and renovations.  The non-earmarked portion of new bond funding for UMass in the  2008 

Higher Education Bond Bill will be allocated to repair and maintenance needs.  

The UMass-Boston substructure is the largest deferred maintenance problem facing the 

University.  The substructure included a parking garage that has now been closed.  To restore 

the entire structure so that it could be used as a garage would cost about $180 million.  Instead, 

the University will spend significantly less to restore the substructure as a foundation only.  

New parking areas would be constructed elsewhere on campus to replace the lost parking 

spaces.  Restoration work on the substructure is proceeding and is expected to be complete by 

late 2010 to spring 2011.  The final cost is expected to be $35 million. 

2008 Higher Education Bond Bill 

In October 2007, Governor Patrick filed a Higher Education Bond Bill. 91  The bill, which was 

enacted in August 2008, authorized over $2.1 billion of new authorizations to address public 

higher education infrastructure needs.  Of this amount, more than $1 billion of the 

                                                 
90 Acts of 1960, chapter 773 
91 Acts of 2008, chapter 258 
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authorizati ons provide funding for infrastructure improvements at all five UMass campuses.  

Projects specified in the UMass capital spending authorization include:  

1. $100 million for a new laboratory science building at the Amherst campus.  

2. $100 million for a new academic building at the Boston campus. 

3. $78 million for major infrastructure repair projects, a marine science facility, and a new 

addition to the Charlton College of Business for the Dartmouth campus.  

4. $43.5 million for a new south academic building at the Lowel l campus. 

5. $25.5 million  for modernization and improvement of the health science and athletic 

center at the Worcester Medical campus. 

See Appendix H for a complete listing of the projects earmarked in the UMass authorization.  

In addition to providing new ca pital authorizations , the bond bill also de-authorized $34.6 

million of old and unused existing authorizations.  T hese are generally accounts older than 5 

years but which had been extended.92  

                                                 
92 Mass. Gen. Laws, chapter 29, section 14 provides that capital spending authorizations expire after 5 years. 
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BOARD OF LIBRARY COMMISSIONERS  

The Board of Library Commissione rs (BLC) administers a program of grants to cities and towns 

for expansion or renovation of existing municipal library buildings or the construction of new 

facilities. The program, known as the Massachusetts Public Library Construction Program 

(MPLCP), was ÊÖÔÔÌÕÊÌËɯÐÕɯƕƝƝƔȭɯɯ2ÐÕÊÌɯÛÏÌɯ×ÙÖÎÙÈÔɀÚɯÐÕÊÌ×ÛÐÖÕȮɯÛÏÌɯ!ÖÈÙËɯÏÈÚɯÈÞÈÙËÌËɯ

grants totaling $282 million to 239 cities and towns for 209 public library construction projects 

and 85 planning and design projects.  The typical library construction grant pays fo r 35% of 

total eligible costs and 25% of construction costs; local funds, both municipally appropriated 

and privately raised, cover the balance of costs. 

The 2008 General Government Capital Needs Bond Bill 93 provides $100 million to fund a five 

year program of library construction grants at $20 million per year.  This capital authorization 

provides the first new library construction grant funding since 2002. 94  Prior to the enactment of 

the new authorization this year, the Board had run out of funding for new  projects.  As of 

January 2008, the Board had a three year waiting list of 29 library projects that it could not fund 

because it lacked new capital authorization.  Because of the long wait for the library grants, 

some projects proceeded without the BLC grant.  BLC grants for the 29 project waiting list total 

$94.3 million, which includes a construction inflation factor of 15% over the original project 

estimates.  The total actual construction cost of the 29 projects will be between three and four 

times this amount, with the balance being funded by the grantees. 

In FY2008, the Board funded the completion of 5 projects using money remaining from the 2002 

authorization. 95  In March 2008, the Falmouth library project, which is one of those that began 

construction  without waiting for the state grant, was completed with municipal bond funds; the 

town will be reimbursed for the state share once the new capital funds are available. 

In FY2009, the Board expects the completion of the Mattapan branch of the Boston Public 

Library and libraries in Bolton, Cambridge, Middleton, Milton and Northborough.  

The BLC has not yet scheduled a new round of grants.  The Board expects that between 40 and 

60 projects will apply for grants during a new round.  Representatives of the Board  testified that 

the $100 million of grant funding from the state would generate $400 million of construction 

activity.  

                                                 
93 Acts of 2008, chapter 304, section 2C, item 7000-9090 
94 Acts of 2002, chapter 245, section 2, item 7000-9010 
95 The towns are Charlton, Georgetown, Mattapoisett,  North Brookfield and Wendell.  
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TRANSPORTATION  

The Executive Office of Transportation (EOT)  includes under its aegis all transportation 

authorities, agencies and departments in the state.  These include the Massachusetts Highway 

Department (MassHighway), the Massachusetts Turnpike Authority (MTA), the Massachusetts 

Port Authority (MassPort), the MBTA and the Massachusetts Aeronautics Commission.  

Transportation policy 

At the May 2007 hearing, Secretary Bernard Cohen96 said that EOT is looking at overall 

transportation policy, pricing and amendments.  He noted that transportation policy in the past 

ÏÈÚɯËÐÚ×ÓÈàÌËɯɁÈɯÓÈÊÒɯÖÍɯÖÙÎÈÕÐáÐÕÎɯ×ÙÐÕÊÐ×ÓÌÚȮɂɯÊÐÛÐÕÎɯÈÚɯÌßÈÔ×ÓÌÚɯÛÏÌɯÌÓÐÔÐnation of tolls on 

the western portion of the Turnpike and reducing MassPort parking fees while at the same time 

increasing MBTA fares. 

Capital Spending Plan and 2008 bond legislation 

The state bond funded capital spending plan for EOT (not including Autho rities) was $518.5 

million for FY2008 and $608.5 million for FY2009.97  Including all other sources of funding, 

mostly federal highway grants, the FY2008 and FY2009 caps are $945.6 billion and $1.259 

billion, respectively.  

The five year transportation spend ing plan will be funded in large part by the two major 

Transportation Bond Bills enacted in 2008.  Chapter 86 of the Acts of 2008 provides a total of 

$3.515 billion of new capital spending authorizations, of which $1.623 billion will be paid from 

state bond funds.  The state bond funding leverages another $1.892 billion of federal highway 

reimbursements, which represents the funding source for the balance of the capital spending 

authorizations  

Chapter 303 of the Acts of 2008 authorized another $1.362 billion of capital spending 

authorizations for transportation programs, all of which will be paid from state bond funds.  

These bond bills are further discussed in Chapter One of this report and detail of the programs 

and amounts funded in the bills appears in Appendix F to this report.  In addition to the two 

bond bills, the state enacted a bond bill in 2008 to address bridge repair needs.  This legislation 

is discussed below. 

Chapter 90 program 

3ÏÐÚɯ×ÈÚÛɯàÌÈÙɀÚɯÛÙÈÕÚ×ÖÙÛÈÛÐÖÕɯÉÖÕËɯÓÌÎÐÚÓÈÛÐÖÕɯÞÐÓÓɯÍÜÕËɯÈɯÝÈÙÐÌÛy of transportation programs.  

.ÕÌɯÖÍɯÛÏÌÚÌɯÐÚɯÛÏÌɯɁ"ÏÈ×ÛÌÙɯƝƔɂɯ×ÙÖÎÙÈÔȮɯÞÏÐÊÏɯ×ÙÖÝÐËÌÚɯÎÙÈÕÛÚɯÛÖɯÊÐÛÐÌÚɯÈÕËɯÛÖÞÕÚɯÍÖÙɯÛÏÌɯÊÖÚÛɯ

of repairing local roads and bridges and is one of the major local programs administered by the 

state.98 

The first of the 2008 Transportation Bond Bills, chapter 86, provides $150 million for chapter 90 

grants.  The second bill, chapter 303, authorized another $350 million of bond funded 

                                                 
96 Mr. Cohen was recently replaced by James Aloisi. 
97 Commonwealth of Massachusetts Five-Year Capital Investment Plan ɬ FY2008-2013 
98 The chapter 90 program is no longer included under the transportation bond cap but is instea d part of the 

Community Investments capital investment category in the Five -Year Capital Spending Plan. 
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authorizations for the program.  The capital plan for both FY2008 and FY2009 provides for an 

annual expenditure of $150 million for chapter 90 grants.  

State wide road and bridge program 

The state wide road and bridge program received funding in both chapter 86 and chapter 303 

for a total of $800 million. 99  Secretary Cohen testified at the May 2008 hearing that the 

administration had increased the FY2008 program by 5% over the previous fiscal year to $540 

million.  The Secretary further said that, during the first three quarters of FY2008, EOT agencies 

had issued 165 Notices to Proceed with a total contract value of $390 million.  MassHighway 

also has advertised some of the 26 projects totaling $260 million listed in the State 

Transportation Improvement Plan (STIP) that the Federal Highway Administration had 

released from its hold on advertising. 100  Secretary Cohen said that EOT would continue to work 

on amending the STIP so that it could advertise and proceed with additional projects.  

Structurally deficient bridge repair program. 

In 2008, a bond bill was enacted to pay for an accelerated program to repaiÙɯÛÏÌɯÚÛÈÛÌɀÚɯ

numerous structurally deficient bridges. 101  This bill provided $2.078 billion to repair bridges 

under the management of MassHighway that are classified as structurally deficient.  In 

addition, the legislation provides another $906 million to r epair structurally deficient bridges 

that are managed by the Department of Conservation and Recreation.102  This legislation will 

address repair needs for 411 MassHighway and DCR bridges over the next eight years.  

Combined with the current capital program f or bridges, 808 structurally deficient bridges 

would be repaired over the term of this program.  The bridge repair program is designed to 

accelerate the commencement and completion of bridge projects in order to reduce construction 

costs, which have been increasing at double digit rates annually , and prevent additional 

deterioration over time .  The administration projects that the state will save about $1.7 billion in 

avoided inflation costs.  

The administration has established a capital spending plan for the bridge problem that is 

separate from the overall five year capital spending plan.  This bridge repair plan will be 

funded from separate sources, that is, gas tax revenue bonds and grant anticipation notes 

(GANs) and will be unaffected by the reductions i n the overall capital plan.  The bridge 

program will proceed with the full amount of planned spending as shown  below in Figure 1.  

Figure 1 shows the projected annual spending for the bridge program for FY2009 through 

FY2016 and the amount of GANs and gas tax bonds expected to be issued in each year to fund 

the program. 

                                                 
99 3ÏÌɯÖÙÐÎÐÕÈÓɯÈÔÖÜÕÛɯÖÍɯȜƜƔƔɯÔÐÓÓÐÖÕɯÐÕɯÛÏÌɯ&ÖÝÌÙÕÖÙɀÚɯÉÐÓÓȮɯ'ȭƘƙƚƖȮɯÞÈÚɯÙÌ×ÖÙÛÌËɯÖÜÛɯÐÕɯÛÞÖɯÚÌ×ÈÙÈÛÌɯ×ÈÙÛÚɯÖÍɯȜƖƖƙɯ

million in chapter 86 and $575 mill ion in chapter 303. 
100 The FHA had placed a hold on projects in the STIP pending further review and amendment of the STIP.  
101 Acts of 2008, chapter 233 
102 MBTA and MTA bridges are specifically excluded from the legislation.  
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Figure 1: Projected Debt Issues to Fund Accelerated Bridge Program  

Fiscal Years 2009-2016 ($000s) Fiscal Year 

FY2009-

2016  
Gas Tax Bond Issues Federal GANs Issues 

Projected Issues to 

Fund Accelerated 

Bridge Program 

2008 - - - 

2009 $164,900,000 $0 $164,900,000 

2010 $289,800,000 $8,000,000 $297,800,000 

2011 $305,300,000 $89,200,000 $394,500,000 

2012 $284,200,000 $261,600,000 $545,800,000 

2013 $295,400,000 $321,600,000 $617,000,000 

2014 $302,800,000 $280,500,000 $583,300,000 

2015 $129,900,000 $147,100,000 $277,000,000 

2016 $103,700,000 $0 $103,700,000 

Total  $1,876,000,000 $1,108,000,000 $2,984,000,000 

Source: Commonwealth of Massachusetts FY2009-20013 Five-Year Capital Investment Plan. 

Sections 16, 17 and 19 of the Structurally Deficient Bridges  Bond Bill  include requirements 

relative to implementation of management controls and expenditure reporting.  Pursuant to 

these requirements, EOT submitted in early December a Bridge Preservation and Repair Plan 

for calendar years 2009 through 2011 and, in early January 2009, the Report of Progress, 

Expenditures and /ÌÙÚÖÕÕÌÓɂɯÍÖÙɯƖƔƔƜȭɯɯ3ÏÌÚÌɯÙÌØÜÐÙÌÔÌÕÛÚɯÈÙÌɯÍÜÙÛÏÌÙɯËÐÚÊÜÚÚÌËɯin Chapter 

Three of this report , relative to the Massachusetts Taxpayers Foundation. 

Transportation reforms 

At the May 2008 capital hearing, Secretary Cohen listed several reforms provided for in chapter 

86, the first of the two Transportation Bond Bills enacted in 2008.  The Secretary said EOT had 

already begun implem enting the reforms. 

One reform that the Secretary discussed will promote greater transparency.  MassHighway now 

×ÜÉÓÐÚÏÌÚɯ×ÌÙÍÖÙÔÈÕÊÌɯÔÌÈÚÜÙÌÚɯÐÕɯÈɯØÜÈÙÛÌÙÓàɯÙÌ×ÖÙÛɯÒÕÖÞÕɯÈÚɯÛÏÌɯɁ2ÊÖÙÌÊÈÙËȭɂɯɯ3ÏÌɯ

Scorecard is available on the EOT and MassHighway websites. 

A second reform enhances project delivery.  MassHighway has implemented measures that will 

reduce the amount of time required to complete a project from ten years to less than six years.  

As required by chapter 86, MassHighway now advertises and awards con tracts and issues 

notices to proceed within 120 days of the date of the original advertisement. 

The third reform Secretary Cohen addressed in his testimony was the promulgation of new 

regulations governing the use of police details and civilian flaggers at  public work sites.  

In addition to these items, other reforms were included in chapter 303, the second of the two 

Transportation Bond Bills .  This legislation amended chapters 30 and 149A of the General Laws 

by adding sections requiring the employment of a ÕɯÖÞÕÌÙɀÚɯÙÌ×ÙÌÚÌÕÛÈÛÐÝÌɯÛÖɯÖÝÌÙÚÌÌɯÈÕàɯÔÈÑÖÙɯ
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project, which is defined as any project with a certified cost estimate of more than $50 million. 103  

Section 69 of chapter 303 requires the Secretary of Transportation to submit a timeline and 

funding schedule t o transfer 80% of transportation personnel who are paid from borrowe d 

funds to the operating budget.  Much more far reaching reforms of the entire state 

transportation system are now under consideration by the Administration and the Legislature.  

Transportation restructuring was the subject of a recent series of hearings conducted by the 

Joint Committee on Transportation.   

Massachusetts Turnpike Authority 

The Massachusetts Turnpike Authority (MTA) is facing serious fiscal challenges as a result of a 

number  of factors including past and current toll policies, high debt burden from the central 

artery project and finance exposure due to interest rate swap option agreements. 

Under prior administrations, the tolls on the western portion of the Turnpike were elim inated 

and a Fast Lane toll discount program was instituted.  Scheduled toll increases at one point 

were also delayed.  These actions have reduced toll collections.104  In addition, the MTA is 

carrying a large debt burden due to the issuance of $2.4 billion in Metropolitan Highway 

System bonds that were issued to finance a part of the cost of the Central Artery project. 

In order to obtain upfront cash payments to help meet budget shortfalls, the MTA entered into 

derivative transactions with three firms.  The Turnpike sold five options to UBS to enter into 

floating -to-fixed interest rate swaps with regard to a total of $800 million of bonds.  In addition, 

the MTA entered into five similar contracts with Lehman Brothers respecting other bonds of the 

Authority.  The third firm with which the MTA entered in swap contracts is J.P. Morgan.  

As part of the UBS transactions, the MTA purchased a bond insurance policy from Ambac for 

$6 million.  In January and July of 2008, UBS exercised option contracts affecting $335 million of 

bonds.  Due to the spread between the fixed rate it is paying and the much lower variable rate it 

is receiving from UBS, the MTA is incurring an additional $853,000 of monthly interest expense.  

As of January 1, 2009, UBS had the right to exercise the options on the remaining $465 million of 

bonds  

The MTA had expected that, if UBS exercised its options, it could refinance the debt by issuing 

variable rate demand bonds (VRDBs) supported by standby bond purchase agreements from 

financial institution s.  The MTA, however, is unable to do so because its current bond rating is 

well below the VR DB market requirement of at least Aa3/AA -/AA - ratings.105  The Ambac 

insurance policy, which once would have conferred a high rating on the bonds, is now virtually 

wÖÙÛÏÓÌÚÚɯÉÌÊÈÜÚÌɯÖÍɯ ÔÉÈÊɀÚɯ×ÖÖÙɯÍÐÕÈÕÊÐÈÓɯÊÖÕËÐÛÐÖÕȭ 

                                                 
103 Acts of 2008, chapter 303, sections 12 and 27 
104 Recently, the MTA deferred action on a proposed $100 million toll increase pending a plan to restructure the 

ÚÛÈÛÌɀÚɯÛÙÈÕÚ×ÖÙÛÈÛÐÖÕɯÚàÚÛÌÔȭɯɯAdministration, House Turn Up Heat on Senate for Transportation Revenues, State House 

News Service, January 22, 2009. 
105 (Õɯ.ÊÛÖÉÌÙɯƖƔƔƖȮɯ%ÐÛÊÏɯËÖÞÕÎÙÈËÌËɯÛÏÌɯ,'2ɯÉÖÕËÚɯÛÖɯ!!!Ƕɤ!!!ȭɯɯ(Õɯɯ)ÈÕÜÈÙàɯƖƔƔƗȮɯ,ÖÖËàɀÚɯÍÖÓÓÖÞÌËɯÚÜÐÛɯÈÕËɯ

lowered its rating on the MHS bonds to A3/Baa1. 
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 ɯÙÌÊÌÕÛɯËÖÞÕÎÙÈËÌɯÐÕɯ ÔÉÈÊɀÚɯÊÙÌËÐÛɯÙÈÛÐÕÎɯÉàɯÖÕÌɯÙÈÛÐÕÎɯÈÎÌÕÊàɯÙÌÚÜÓÛÌËɯÐÕɯÈɯËÌÔÈÕËɯÍÙÖÔɯ

UBS for full payment on all of the option contracts, the value of which was most recently 

estimated at $421 million. 106  UBS claims the downgrade is an event of default giving UBS the 

right to terminate the contracts.  The MTA contends that a downgrade from a second rating 

ÈÎÌÕÊàȮɯ2ÛÈÕËÈÙËɯȫɯ/ÖÖÙɀÚȮɯÐÚɯÙÌØÜÐÙÌËɯÉÌÍÖÙÌɯ4!2ɯÞÐÓÓɯÏÈÝÌɯÈɯÙÐÎÏÛɯÛÖɯ×ÈàÔÌÕÛɯÈÕËɯ×ÓÈÕÚɯÛÖɯ

oppose the UBS demand. 

In order to prevent or prepare for such a contract termination, the administration had proposed 

that the state provide a full faith and credit guarantee of the MHS bonds that would allow the 

MTA to refinance the debt.  A provision to th is effect was included in the House version of the 

Structurall y Deficient Bridge Bond Bill but was later removed.  Instead, a modified version 

providing for other credit support, including appropriation guarantees, was included in the 

General Government Capital Needs Bond Bill. 107 

The termination value of the Lehman Brothers contracts, like those of UBS, had been steadily 

increasing.  As of November 24, 2008, the contract exposure was $77 million.  These obligations 

ÈÙÌɯÕÖÛɯÊÖÝÌÙÌËɯÉàɯÛÏÌɯÚÛÈÛÌɀÚɯÎÜÈÙÈÕÛÌÌȭɯɯSince Lehman Brothers declared bankruptcy and was 

therefore in default under the contracts, the MTA had the opportunity to seek termination of the 

contracts at a time favorable to the Authority.  Recently, the MTA successfully terminated the 

Lehman contracts for a $3.4 million payment to Lehman resulting in a net gain on the 

transaction of $31 million. 108  By terminating the contracts, the MTA also eliminated a 

potentially large exposure.  

The J.P. Morgan contacts began with a value of $3 million.  These have increased to $19 million 

as of November 24, 2008.  Pursuant to an agreement between the MTA and J.P. Morgan, the 

MTA is required to set aside reserves for the entire amount of the liability.  Thus,  as of the end 

of the 2008 calendar year, the MTA set aside $19 million in a reserve account for this purpose. 

                                                 
106 See, UBS Calls in $400M in Pike Swaptions, Pike Will Fight Demand, State House News Service, January 8, 2009.  The 

amount of the contract termination value fluctuates widely.  It was estimated at $180 million a few months ago and 

has gone as high as $470 million. 
107 Acts of 2008, chapter 304, section 26 
108 See, also, Mass. Turnpike deal nets $31M, clears fiscal cloud, The Boston Globe, December 23, 2008. 



50 

EXECUTIVE OFFICE OF ENERGY AND ENVIRONMENTAL AFFAIRS  

The Executive Office of Energy and Environmental Affairs (EOEEA) includes six departments 

in charge of environmental protection, state parks and recreational facilities, agriculture, 

utilities and energy.  These are the Department of Agricultural Resources (DAR), the 

Department of Conservation and Recreation (DCR), the Department of Environmental 

Protection (DEP), the Department of Energy Resources (DER), the Department of Fish and 

Game (DFG) and the Department of Public Utilities (DPU).  

In 2007, the Patrick Administration reorganized the Executive Office of Environmental Affairs 

to include the Division of Energy Resources.  This reorganization combined under the same 

secretariat both environmental and energy policy initiatives, with the goal of achieving a more 

sustainable energy structure.  Through DCR, EOEEA manages 1200 buildings, 187 bridges, and 

450,000 acres of parks, forests, and conservation lands, comprising ten percent of the 

"ÖÔÔÖÕÞÌÈÓÛÏɀÚɯÛÖÛÈÓɯÓÈÕËȭɯ 

In May 2007 and May 2008, the Committee conducted its annual oversight hearings with the 

Executive Office of Energy and Environmental Affairs.  Secretary Ian Bowles testified at both 

hearings.  David Mahr, EOEEA Capital Budget Director, also testified about agency activities 

and capital needs.   

Capital Plan and Priorities 

In developing the FY2008-2012 five year capital plan, the Patrick Administration established as 

one of its principal prioritie s the addressing of environmental needs.  The administration sought 

to increase past levels of environmental funding to repair environmental infrastructure like 

roadways, parks and recreational facilities, promote cleaner energy use, protect more open 

space and reduce pollution.  The FY2008-2012 capital plan provided for a total of $650 million of 

spending on environmental and energy programs . 

In December 2008, A&F published its five-year capital spending plan for FY2009-2013.  The 

bond-funded spending cap for energy and environment in FY2009 is $123 million as compared 

with $143.4 million for FY08.109  The FY2009 cap from all sources of funding is $125 million.  

Actual spending was higher in FY2008 because unused funds from other investment categories 

were allocated to energy and environmental projects that were ready to proceed.110  The plan 

contemplates further reductions in the annual cap as certain major projects are completed.111At 

the hearings, EOEEA representatives stressed two major areas in need of significant capital 

funding.  The first is increased funding to address the large deferred maintenance backlog at 

DCR parks and recreational facilities.  The total amount of deferred capital maintenance needs 

at DCR facilities has grown significantly over the pa st several years.  When asked about the 

current cost estimate for all deferred maintenance, Secretary Bowles said he could not provide 

an accurate number at that time.   Several years ago, however, the total cost was estimated to 

exceed $1 billion.  The 2008 environmental bond legislation includes $205 million for DCR parks 

                                                 
109 Commonwealth of Massachusetts Five-Year Capital Investment Plan FY2009-2013 
110 Id., p.45 
111 Id. 
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and recreational facilities over the next five years.  The FY2008 plan included $96.1 million for  

deferred maintenance, an $18.9 million increase over FY2007 spending.112  The FY2009 plan 

increases the amount allocated for deferred maintenance to $102 million.113 

 Second, EOEEA representatives emphasized increased funding for open space preservation 

programs, which had been underfunded during the prior administration.  The EOEEA capital 

plan provides for increased spending of at least $50 million each year over the next five years 

for open space preservation.  This includes land acquisitions by DFG and DCR, purchase of 

agricultural restrictions under the Agricultural Preservation Restriction P rogram,114  and urban 

ÈÕËɯÚÜÉÜÙÉÈÕɯÔÜÕÐÊÐ×ÈÓɯ×ÈÙÒÚɯÈÊØÜÐÚÐÛÐÖÕÚɯȹɁ/ 1"ɂɯÈÕËɯɁ+ -#ɂɯ×ÙÖÎÙÈÔÚ).  The 2008 

Environmental Bond Bill , which is further discussed below, provides a total of $348 million for 

the various open space and agricultural preservation progr ams. 

2008 Environmental Bond Bill 

The environmental bond legislation enacted in 2008 provides f unding for the EOEEA priority 

programs and projects in the five-year capital plan.  Before the bill , the last major environmental 

bond legislation was Chapter 236 of the Acts of 2002, which authorized $750 million of GO 

bond funding for environmental programs .115   

The $1.65 billion 2008 Environmental Bond Bill includes funding for the deferred maintenance 

backlog, preservation of open space and agricultural lands, dam repairs, waterways and coastal 

protection and many other programs.  Some specific items include: 

1. $250 million for DCR vehicular bridges.  

2. $75 million for DCR roadways, walkways, landscapes, and street lighting.  

3. $110 million for coastal facilities and ports including renovations for piers, boardwalks, 

and wharves. 

Some of the major capital authorizations in the bill for open space protection include:  

1. $73 million for Department of Fish and Game land acquisition to protect native flora and 

fauna communities . 

2. $56 million for DCR land acquisition to protect significant Commonwealth natural and 

ÊÜÓÛÜÙÈÓɯÙÌÚÖÜÙÊÌÚɯÈÕËɯÌÕÏÈÕÊÌɯ#"1ɀÚɯÍÖÙÌÚÛȮɯ×ÈÙÒȮɯÈÕËɯÙÌÚÌÙÝÈÛÐÖÕɯÚàÚÛÌÔÚȭ 

3. $67 million for the APR program (state purchases of development rights to agricultural 

land to preserve agricultural uses). 

                                                 
112

 Commonwealth of Massachusetts Five-Year Capital Investment Plan FY2008-2012, page 38 
113

 Commonwealth of Massachusetts Five-Year Capital Investment Plan FY2009-2013, page 47 
114 Mass. General Laws, chapter 20, section 23.  Under the APR program, the state purchases development rights from 

owners of agricultural land and, in return, receives restr ictions on the land limiting the land to agricultural uses.  The 

land can then be sold only for agricultural purposes and for the value in agricultural use.  
115 Several of the spending authorizations from the 2002 environmental bond bill were increased in th e FY2007 

budget.  See Acts of 2006, chapter 139, sections 68 through 80.  The total amount of the increase in spending and bond 

authorizations was $56 million.  
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4. $36 million for the LAND program (assistance to municipalities for acquisition of 

conservation land). 

5. $53.15 million for the PARC program (assistance to municipalities for park acquisition, 

construction and restoration).  

6. $25 million for parks in urban neighborhoods currently underserved by parks.  

The bond bill authorizes state matching funds of $50 million for the Water Pollution Abatement 

Revolving Fund and $25 million for the Drinking Water Revolving Fund.  Federal matching 

grants of four dollars for every state dollar are provided to these Revolving Funds under the 

federal Clean Water and Safe Drinking Water Acts.  The state revolving fund, which is managed 

by the State Treasurer, had been awaiting the state matching funds for several years. 

The bond bill provide s capital authorizations for a wide variety of other programs, projects and 

uses.  For a comprehensive list of the 2008 capital authorizations, please refer to Appendix F to 

this report.  

In addition to providing for n ew spending authorizations , the bond bill de-authorized a 

number of older, unused capital accounts totaling $89.1 million.  

Deficient Bridge Program 

In addition to the $250 million in the Environmental Bond Bill for DCR bridges and the $75 

million for DCR p arkways, the Structurally Deficient Bridges Bond Bill , enacted in August of 

2008, provides $906 million for DCR bridges.116  This bill, which also includes capital funding 

ÍÖÙɯ,ÈÚÚɯ'ÐÎÏÞÈàɯÉÙÐËÎÌÚȮɯÐÚɯÍÜÕËÌËɯÉàɯÛÏÌɯ×ÙÖÊÌÌËÚɯÖÍɯÎÙÈÕÛɯÈÕÛÐÊÐ×ÈÛÐÖÕɯÕÖÛÌÚɯÖÙɯɁ& -Úɂɯ

and special obligation bonds.117 

                                                 
116 Acts of 2008, chapter 233, section 2A, item 2890-0800 
117 GANs are so named because they are issued in anticipation of future federal highway grants.  The GANs will be 

repaid from the proceeds of such grants.  The special obligation, or revenue, bonds will be repaid from a portion of 

the state gasoline tax. 
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ECONOMIC DEVELOPMENT  

2ÌÊÙÌÛÈÙàɯ#ÈÕɯ.ɀ"ÖÕÕÌÓÓɯÛÌÚÛÐÍÐÌËɯÈÛɯÛÏÌɯ!ÖÕËÐÕÎɯ"ÖÔÔÐÛÛÌÌɀÚɯÊÈ×ÐÛÈÓɯÌß×ÌÕËÐÛÜÙÌɯÏÌÈÙÐÕÎÚɯÍÖÙɯ

the Executive Office of Housing and Economic Development (EOHED).  The Secretary 

discussed the several major economic development initiatives being undertaken by EOHED.  

The principal new programs and initiatives are the Broadband initiative, the MORE jobs 

program and the Life Sciences Initiative. 

Broadband 

In 2008, the Governor filed a bond bill to promote i nvestment in broadband infrastructure in 

areas of the state currently unserved or underserved by broadband.  The &ÖÝÌÙÕÖÙɀÚ Broadband 

Bond Bill 118 included $25 million of bond funds for a Massachusetts Broadband Incentive Fund; 

this amount was increased to $40 million in the final enacted legislation.  The Fund will be 

administered by the Massachusetts Broadband Institute established by the bond legislation.  

The Institute is part of the Massachusetts Technology Collaborative.119 

Broadband providers have not developed the necessary infrastructure in communities targeted 

by this bond bill because their  relatively low population densities make it uneconomic to do so.  

Funds from the Broadband Bond Bill  are intended to bear part of the cost of the necessary 

broadband infrastructure and thereby induce providers to invest in the development of such 

infrastructure in parts of the state that have  minimal or  no available broadband service.  The 

Fund will invest in long -lived infrastructure assets such as fiber optic cable, conduits and 

wireless towers, all of which will be publicly -owned. 

3ÏÌɯÚÛÈÛÌɀÚɯÐÕÝÌÚÛÔÌÕÛɯÐÕ the necessary infrastructure to provide  broadband access in unserved 

and underserved areas is designed to promote economic development by opening these areas to 

new businesses.  Many businesses will  not locate in these areas because of the lack of modern 

communications technology.  

MORE jobs program 

The Massachusetts Opportunity Relocation and Expansion (MORE) jobs program provides 

grants for public infrastructure  improvements that support business expansion in the 

Commonwealth.  The program is designed to promote job creation and economic growth.  

Under this program, grants may be used only for publicly -owned infrastructure such as sewers, 

utility extensions and w ater treatment systems.  To qualify for grants, projects must create at 

least 100 new jobs in Massachusetts within 24 months, maintain the new jobs for at least five 

years and generate substantial sales from outside the state.  Applications for grants are made 

jointly by the municipality and the business involved.  

The MORE jobs program has received bond funding from two bills during the past several 

years.  The economic stimulus bill enacted in 2006120 created the MORE jobs program and 

provided $100 million i n general obligation funds for the program.  The 2008 General 

                                                 
118 Acts of 2008, chapter 231 
119 The statutory name of MTC is Massachusetts Technology Park Corporation.  This entity was established under 

Mass. Gen. Laws, chapter 40J, section 3. 
120 Acts of 2006, chapter 123 
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Government Capital Needs Bond Bill 121 provides another $100 million of state general 

obligation bond money.  The FY2008 and FY2009 capital plans establish a MORE program 

annual bond spending cap of $30 million.    

#ÜÙÐÕÎɯÛÏÌɯ,ÈàɯƖƔƔƜɯÊÈ×ÐÛÈÓɯÌß×ÌÕËÐÛÜÙÌɯÏÌÈÙÐÕÎȮɯ2ÌÊÙÌÛÈÙàɯ.ɀ"ÖÕÕÌÓÓɯÕÖÛÌËɯÛÏÌÙÌɯÏÈÚɯÉÌÌÕɯ

high demand for MORE grants; submitted applications, in total, have more than twice exceeded 

the amount of available money.  The Secretary said that 37 projects applied for a total of $260.8 

million against available funding of $100 million.  For this reason the administration sought and 

obtained an additional $100 million for the MORE grant program in the General Government 

Capital Needs Bond Bill  enacted in August 2008. 

Life Sciences 

This past session saw the enactment of a 10 year, $1 billion bill to promote investment in and 

development of the life sciences industry in the Commonwealth. 122  The legislation includes a 

bond-funded capital spending autho rization of $500 million, to be expended over the 10 year 

period.  The authorization funds the Massachusetts Life Sciences Investment Fund,123 which is 

administered by the Massachusetts Life Sciences Center.124 

The life sciences bill, as filed by the Governor, contained a very general capital spending 

authorization that left much discretion to the Life Sciences Center as to how the money would 

be spent.125  In the final enacted legislation, the authorization is much more specific, including 

earmarks for specific programs and projects that use nearly $300 million of the $500 million 

capital appropriation. 126  Appendix I details the nature and amounts of the earmarks. 

Capital Plan 

In December 2008, A&F published its new five-year plan for FY2009-2013.  The bond-funded  

spending cap for economic development in FY2009 is $77.8 million as compared with $7.6 

million for FY08. 127  The FY2009 cap from all sources of funding is $84.8 million.128 

The large increase in the bond cap from 2008 is due to the lack of available bond authorizations 

in FY2008 for major economic development initiatives. 129  Please refer to Appendix B for the 

complete five-year spending plan for economic development.  

                                                 
121 Acts of 2008, chapter 304 
122 Acts of 2008, chapter 130 
123 See, Mass. Gen. Laws, chapter 23I, section 5.  Chapter 23I was added by section 24 of the Economic Stimulus bill, 

Acts of 2006, chapter 123. 
124 See, Mass. Gen. Laws, chapter 23I, section 3 
125 H.4234, section 3, item 7007-9037 
126 Acts of 2008, chapter130, section 2B, 7002-0015 
127 Commonwealth of  Massachusetts Five-Year Capital Investment Plan-FY2009-2013 
128 The FY2008 expenditure cap for all revenue sources is the same as the FY2008 bond cap. 
129 Commonwealth of Massachusetts Five-Year Capital Investment Plan-FY2009-2013, page 39 
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HOUSING  

At the 2007 and 2008 capital expenditure hearings regarding affordable housing in the 

Commonwealth, Executive Office of Housing and Economic Development Undersecretary and 

Director of the Department of Housing and Community Development Tina Brooks testified 

about the changes in the housing capital plan and the need to address years of underfunded 

affordable housing programs.  She discussed public housing, private affordable housing 

development, neighborhood stabilization, community development and preservation of 

existing affordable housing.  

Capital Plan 

In December 2008, A&F published the five-year capital plan for FY2009-2013.  Under the plan, 

the bond-funded spending cap for housing in FY2009 is $168.5 million as compared with $150.3 

million for FY 2008.130  The FY2009 cap from all sources of funding is $193 million versus the 

$165.8 million expenditure limit in FY2008 plan.  

Public housing 

For FY2008, the public housing modernization program, which provides money for repair, 

renovation and modernization of the state public housing stock, received a $34 million increase 

in bond cap to $90 milli on, as well as $22 million of private activity bond (PAB) volume cap. 131  

In FY2009, $104 million of the spending cap will be allocated to public housing.132 

These funds have been directed toward a comprehensive effort to clear up a large backlog of 

deferred mÈÐÕÛÌÕÈÕÊÌɯÈÛɯÛÏÌɯÚÛÈÛÌɀÚɯÈ××ÙÖßÐÔÈÛÌÓàɯƙƔȮƔƔƔɯÜÕÐÛÚɯÖÍɯÍÈÔÐÓàɯÈÕËɯÚÌÕÐÖÙɯÏÖÜÚÐÕÎȭɯɯ

The backlog resulted from substantial underfunding of the public housing modernization 

program under previous administrations.  At the May 2008 hearing, Undersecretary Broo ks 

ÊÖÔÔÌÕÛÌËɯÛÏÈÛɯÛÏÌɯɁ/ÜÉÓÐÊɯ'ÖÜÚÐÕÎɯ#ÐÝÐÚÐÖÕɯÐÕÏÌÙÐÛÌËɯÈɯ×ÖÙÛÍÖÓÐÖɯÛÏÈÛɯÏÈËɯÍÈÓÓÌÕɯÐÕÛÖɯÈɯ

×ÙÖÍÖÜÕËɯÚÛÈÛÌɯÖÍɯËÐÚÙÌ×ÈÐÙɯÈÚɯÈɯÙÌÚÜÓÛɯÖÍɯƕƚɯàÌÈÙÚɯÖÍɯÜÕËÌÙÍÜÕËÐÕÎȭɂɯɯ ÚɯÈɯÊÖÕÚÌØÜÌÕÊÌɯÖÍɯ

#'"#ɀÚɯÌÍÍÖÙÛɯÛÖɯÈËËÙÌÚÚɯÛÏÌɯ×ÙÖÉÓÌÔȮɯÛÏÌɯËÌ×ÈÙÛÔÌÕÛɯÏÈÚɯÙÌÛÜÙÕÌËɯÈÉÖÜÛɯƕ,000 vacant units to 

occupancy and commenced more than 300 health and safety related projects as of this past year.  

#ÌÚ×ÐÛÌɯÛÏÌÚÌɯÌÍÍÖÙÛÚȮɯÏÖÞÌÝÌÙȮɯ#'"#ɯÌÚÛÐÔÈÛÌÚɯÛÏÈÛɯƗǔɯÖÍɯÛÏÌɯÚÛÈÛÌɀÚɯ×ÜÉÓÐÊɯÏÖÜÚÐÕÎɯÜÕÐÛÚɯ

remain unfit for habitation. 133 

DHCD also undertoo k another initiative to address public housing needs by working with the 

Massachusetts Housing Partnership to develop projects that use both private equity and state 

                                                 
130 Commonwealth of M assachusetts Five-Year Capital Investment Plan-FY2009-2013 
131 Private activity bonds are tax -exempt bonds issued by a municipality or state to provide low -cost financing for 

projects undertaken by private entities but which serve a public purpose.  Federal law imposes limits, known as 

ɁÝÖÓÜÔÌɯÊÈ×ȮɂɯÖÕɯÛÏÌɯÈÔÖÜÕÛɯÖÍɯÚÜÊÏɯÉÖÕËÚɯÛÏÈÛɯÔÈàɯÉÌɯÐÚÚÜÌËɯÈÛɯÛÏÌɯÚÛÈÛÌɯÓÌÝÌÓɯÌÈÊÏɯàÌÈÙɯÍÖÙɯÕÖÕ-charitable 

ÖÙÎÈÕÐáÈÛÐÖÕÚȭɯɯ ɯÚÛÈÛÌɀÚɯÝÖÓÜÔÌɯÊÈ×ɯÐÚɯËÌÛÌÙÔÐÕÌËɯÉàɯÈɯÍÖÙÔÜÓÈɯÉÈÚÌËɯÖÕɯ×Ö×ÜÓÈÛÐÖÕɯÈÕËɯÈɯ×ÌÙɯ×ÌÙÚÖÕɯËÖÓÓÈÙɯ

amount.  M assachusetts law authorizes A&F to allocate volume cap to non-charitable purpose projects by 

independent public entities including the Massachusetts Educational Financing Authority, the Massachusetts 

Housing Finance Agency and the Massachusetts Development Finance Agency. 
132 Commonwealth of Massachusetts Five-Year Capital Investment Plan-FY2009-2013, page 58 
133 Commonwealth of Massachusetts Five-Year Capital Investment Plan-FY2009-2013, page 55 
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bond money.  This program will assist development of private affordable housing on housing  

authority land.  

Private housing development 

4ÕËÌÙÚÌÊÙÌÛÈÙàɯ!ÙÖÖÒÚɯËÐÚÊÜÚÚÌËɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÌÍÍÖÙÛÚɯÛÖɯÚÜ××ÖÙÛɯ×ÙÖÑÌÊÛÚɯÍÖÙɯÛÏÌɯ

development of privately -owned affordable housing units.  The two principal programs 

providing financing for private housi ng development are the Housing Stabilization Fund (HSF) 

and the Housing Innovations Fund (HIF).  In addition, the Community Based Housing (CBH) 

and Facilities Consolidation Fund (FCF) provide funding to develop housing for the disabled, 

mentally ill and me ntally retarded.  The Home Modification Program assists the physically 

disabled with home improvements designed to allow them to remain in their homes and avoid 

more costly institutional settings.  

In carrying out private housing development programs, the a dministration has focused on 

addressing and preventing homelessness.  A substantial portion of HIF has been directed to 

ɁÐÕÕÖÝÈÛÐÝÌɯÈÕËɯÈÓÛÌÙÕÈÛÐÝÌɂɯÔÌÛÏÖËÚɯÖÍɯÈËËÙÌÚÚÐÕÎɯÛÏÌɯÏÖÔÌÓÌÚÚɯ×ÙÖÉÓÌÔɯÐÕÊÓÜËÐÕÎɯ

development of single unit occupancy housing for homel ess individuals, very low -income set 

asides for housing production targeting homeless families and supportive and accessible 

housing for seniors and the disabled. 

The CBH program is designed to provide housing for disabled individuals, which will allow 

them to live in the least restrictive setting possible.  These housing units are integrated into 

rental housing developments across the state. 

The FCF program provides community -based housing for clients of the Department of Mental 

Health (DMH) and the Depart ment of Mental Retardation (DMR). 134  The need for FCF funds is 

expected to increase as DMR and DMH seek to close institutions and comply with court orders 

ÙÌØÜÐÙÐÕÎɯÛÏÌÚÌɯËÌ×ÈÙÛÔÌÕÛÚɯÛÖɯ×ÙÖÝÐËÌɯÛÏÌɯɁÓÌÈÚÛɯÙÌÚÛÙÐÊÛÐÝÌɂɯÓÌÝÌÓÚɯÖÍɯÊÈÙÌɯÈÕËɯÏÖÜÚÐÕÎɯÍÖÙɯ

their cl ients. 

The FY2009 capital spending plan provides $94 million for the various private affordable 

housing development program s.135 

Neighborhood stabilization 

For the past two years, DHCD has employed '2%ɯÔÖÕÌàɯÍÖÙɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÕÌÐÎÏÉÖÙÏÖÖËɯ

stabilizatio n program, which is designed to mitigate the impact of home foreclosures.  In several 

cities, HSF funds have been used to purchase and renovate foreclosed and vacant two and three 

family properties and keep them as long term affordable rental units.  In vi ew of the current 

worsening of the housing market and the increase in foreclosures, this program should become 

even more important in stemming the decline of the poorer city neighborhoods.  

Undersecretary Brooks said that the HSF program is an important means of producing 

affordable new workforce housing, including both rental and ownership housing.  She cited the 

                                                 
134 In accordance with Section 9 of Chapter 182 of the Acts of 2008, the Department of Mental Retardation will be 

known as the Department of Developmental Services effective July 1, 2009. 
135 Commonwealth of Massachusetts Five-Year Capital Investment Plan-FY2009-2013, page 58 
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need to create more affordable housing for workers in order to attract new employers to 

Massachusetts. 

Affordable housing preservation 

The Capital (Ô×ÙÖÝÌÔÌÕÛÚɯ/ÙÌÚÌÙÝÈÛÐÖÕɯ%ÜÕËɯȹ"(/%ȺɯÞÈÚɯÌÚÛÈÉÓÐÚÏÌËɯÛÖɯÈËËÙÌÚÚɯÛÏÌɯɁÌß×ÐÙÐÕÎɯ

ÜÚÌɂɯ×ÙÖÉÓÌÔɯÞÏÌÙÌɯÈÍÍÖÙËÈÉÓÌɯÏÖÜÚÐÕÎɯÐÚɯÈÛɯÙÐÚÒɯÖÍɯÙÌÝÌÙÛÐÕÎɯÛÖɯÔÈÙÒÌÛɯÙÈÛÌÚȭɯɯ3ÏÐÚɯÊÈÕɯÖÊÊÜÙɯ

where an owner of a property with an affordability restriction pre -pays the mortgage and 

returns the property to market rates.  The other situation occurs where a property owner 

ÌßÌÙÊÐÚÌÚɯÈɯ2ÌÊÛÐÖÕɯƜɯÊÖÕÛÙÈÊÛɯɁÖ×ÛɯÖÜÛɂɯ×ÙÖÝÐÚÐÖÕȭɯɯ6ÏÐÓÌɯÛÏÌɯ×ÙÌÝÐÖÜÚɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɯËÌÊÓÐÕÌËɯ

to use CIPF funds to preserve affordable housing, the Patrick Administration has resumed the 

×ÙÖÎÙÈÔȭɯɯ4ÕËÌÙÚÌÊÙÌÛÈÙàɯ!ÙÖÖÒÚɯÕÖÛÌËɯÛÏÈÛɯÛÏÌɯɁÐÔ×ÖÙÛÈÕÊÌɯÖÍɯ×ÙÌÚÌÙÝÐÕÎɯÌßÐÚÛÐÕÎɯÏÖÜÚÐÕÎɯ

ÞÈÚɯÕÖÛɯÍÜÓÓàɯÜÕËÌÙÚÛÖÖËɯÉàɯÛÏÌɯ×ÙÐÖÙɯ ËÔÐÕÐÚÛÙÈÛÐÖÕȭɂɯɯ2ÏÌɯÚÈÐËɯÛÏÈÛɯÛÏÌɯ/ÈÛÙÐÊÒɯ

Administration would continue funding for affordable h ousing preservation.  The 2008 

Housing Bond Bill included new funding of $100 million for CIPF, which will provide five years 

worth of money for affordable housing preservation. 136 

Community Development 

The Community Development Action Grant (CDAG) program p rovides grant money for 

municipal redevelopment and infrastructure improvements.  These are publicly -owned or 

managed projects that will have a significant positive effect on economic conditions in a city or 

town.  Such projects are designed to leverage private investment and retain long -term 

employment.  DHCD is targeting CDAG funds to develop municipal infrastructure related to 

workforce housing and mixed -use developments in 40R Smart Growth Districts.137 

New bond authorizations 

A new Housing Bond Bill , chapter 119 of the acts of 2008, was enacted this past August and 

provided $1.275 billion in new bond authorizations for affordable housing programs.  For detail 

of the programs and amounts funded in the bond bill, see Appendix F to this report . 

                                                 
136 Acts of 2008, chapter 119, section 2, item 7004-0037 
137 See, Mass. Gen. Laws, chapter 40R 
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COMMUNITY IN VESTMENTS  

Under the Patrick AËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÙÌÝÐÚÌËɯÊÈ×ÐÛÈÓɯ×ÓÈÕÕÐÕÎɯ×ÙÖÊÌÚÚȮɯÊÈ×ÐÛÈÓɯÚ×ÌÕËÐÕÎɯÐÚɯÕÖÞɯ

categorized by functional investment categories instead of by agency.  The capital plan now 

ÐÕÊÓÜËÌÚɯÈɯÊÈÛÌÎÖÙàɯÒÕÖÞÕɯÈÚɯɁÊÖÔÔÜÕÐÛàɯÐÕÝÌÚÛÔÌÕÛÚɂȮɯÞÏÐÊÏɯÊovers a variety of programs 

providing grants or loans to municipalities.  This category subsumes a number of programs that 

were formerly included within the separate bond cap of various other state agencies such as 

transportation and environmental affairs.   These programs are further discussed below in this 

section. 

Five-Year Capital Spending Plan 

The FY2009-2013 capital spending plan provides for a total of $1.24 billion of bond -funded 

spending on a variety of community investment programs.  The FY2009 bond cap for these 

programs is $254 million compared to $258 million in FY2008. 

The following are some of the major programs and projects funded under the community 

development investments category in FY2009. 

 Grants to cities and towns for local road and brid ge projects, commonly known as the 

Ɂ"ÏÈ×ÛÌÙɯƝƔɯ/ÙÖÎÙÈÔȭɂ 

 The Public Works Economic Development Program and Small Town Road Assistance 

Program, which provide funding to cities and towns for local transportation 

infrastructure projects.  

 Loans and grants to cities and towns for drinking water and waste water infrastructure 

and treatment projects.  This program is administered by the Massachusetts Water 

Pollution Abatement Trust and leverages four  federal matching dollars for every state 

dollar invested.  

 Librar y construction grants to municipalities.  This program is administered by the 

Board of Library Commissioners  and is discussed in greater detail on page 44 of this 

report.  

 Grants to municipalities to assist in the acquisition and development of park and 

recreation facilities and acquisition of conservation land.  

 Community Development Action Grants, which assist cities and towns with the 

development of infrastructure to support the creation of jobs and affordable housing.  

In administering community investment  grant programs, the administration has retained some 

ÈÚ×ÌÊÛÚɯÖÍɯÛÏÌɯ×ÙÐÖÙɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯ"ÖÔÔÖÕÞÌÈÓÛÏɯ"È×ÐÛÈÓɯ×ÙÖÎÙÈÔɯÈÕËɯÈ××ÓÐÊÈÛÐÖÕɯ

process.138

                                                 
138 Commonwealth of Massachusetts Five-Year Capital Investment Plan-FY2009-2013, pages 31-32 
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MASSACHUSETTS SCHOOL BUILDING AUTHORITY  

Katherine Craven, Executive Director of the Massachusetts School Building Authority, testified 

on behalf of the Authority at both the May 2007 and May 2008 capital expenditure oversight 

hearings.  She noted that the Authority was a major provider of local aid to cities and towns in 

the Commonwealth, along with such other pr ograms as the Chapter 90 and Chapter 70 grant 

programs. 

The Authority was established as an independent authority by statute 139 in 2004 to address 

ÔÈÑÖÙɯ×ÙÖÉÓÌÔÚɯÞÐÛÏɯÛÏÌɯÚÛÈÛÌɀÚɯÚàÚÛÌÔɯÖÍɯÍÜÕËÐÕÎɯÓÖÊÈÓɯÚÊÏÖÖÓɯÉÜÐÓËÐÕÎɯÎÙÈÕÛÚȭɯɯ3ÏÌɯÚÛÈÛÌɯ

provided initial fun ding to the Authority of $1 billion in general obligation bond funding 140 as 

well as $150 million141 from the General Fund. 

The school building program, prior to the establishment of the authority, had 428 projects on a 

waiting list with no certain date for re imbursement.  Districts with approved projects 

commonly experienced waits of 10 to 15 years before receiving the first reimbursement 

payment.  The total cost of the waiting list projects was $5.5 billion but there was no dedicated 

revenue source to meet these costs.  There were $11 billion in state obligations for 1,156 local 

school projects but no specific funds allocated to meet these obligations.  On top of the fiscal 

problems presented, the state was faced with an audit backlog of more than 800 projects.  As a 

result, the state did not know what amounts it actually owed to communities.  

Funding and disbursements 

Since the Authority was established, it has fully reimbursed 280 of the waiting list projects; 

other projects have received an initial payment.  As of May 2008, the Authority had paid $3.8 

billion for waiting list projects and had developed a funding solution for the remaining balance 

owed for such projects.  Since its creation, the Authority has disbursed a total of $5.8 billion, 

including the fun ds for waiting list projects, annual payments due on old projects that had been 

receiving grants in 2000 and prior years, and new projects funded since the expiration of the 

school building grant moratorium. 142 

The funding sources used to pay for all of these projects and obligations include the $4 billion of 

sales tax bonds issued by the Authority, $1 billion in general obligation commonwealth bonds, 

$150 million transferred from the General Fund when the Authority was established, annual 

receipts from the AÜÛÏÖÙÐÛàɀÚɯÚÏÈÙÌɯÖÍɯÚÈÓÌÚɯÛÈßɯÙÌÝÌÕÜÌÚɯÈÕËɯÈÕÕÜÈÓɯ×ÈàÔÌÕÛÚɯÍÙÖÔɯÛÏÌɯ&ÌÕÌÙÈÓɯ

Fund to achieve the guaranteed minimum amounts established by statute in 2004.143 

The Authority issued $2.5 billion of sales tax bonds in July 2005 and another $1.5 billion in 

March 2007.  These are special obligation bonds that will be repaid with the proceeds of a 

portion of state sales tax collections paid to the Authority under the 2004 legislation.  By 2011, 

                                                 
139 Acts of 2004, chapter 208.  This legislation amended chapter 70B of the Massachusetts General Laws governing the 

school building assistance program. 
140 Acts of 2004, chapter 201, section 1 
141 Acts of 2004, chapter 210, section 5.  This money has been set aside for a program of loans to school districts.  Most 

of this money has been obligated for wait list projects and, therefore, will not be used to fund new projects.  
142 The moratorium expired on July 1, 2007. 
143 Acts of 2004, chapter 210,  section 4 
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the Authority will receive a full 20% of the state sales tax; sales tax payments to the Authority 

are being phased in over a 6 year period beginning in FY2006 until FY2011, when the full penny 

of the sales tax will be paid to the Authority. 144  Through FY2009, the Authority is guaranteed an 

annual statutory minimum dollar amount .  In FY2009, the minimum is $702,300,000.145 

In FY2008, the state was required to make a payment of $47 million to the Authority from the 

General Fund in order to meet the statutory minimum that year of $634,700,000.  An even larger 

payment from the general  fund, estimated at about $80 million is expected to be required in 

FY2009 due to further declines in sales tax collections.  In each year since the Authority was 

established, such payments have been required in order to meet the statutory minimum 

funding.  

Beginning in FY2010, the Authority will rely solely on its share of the sales tax (95% of the 

penny in that year and 100% of the penny in FY2011).  In addition, sales tax revenues have been 

declining for the past year 146 and now show a negative growth rate of 2% compared with the 

assumed historical annual growth rate of +4.5%.  Sales tax collections may decline even further.  

In addition, the Authority will be burdened with annual payments on old projects through 

2023; the Authority will pay $355 million for  such projects this fiscal year.  For this reason, a 

ËÌÊÓÐÕÌɯÐÕɯÛÏÌɯ ÜÛÏÖÙÐÛàɀÚɯÙÌÝÌÕÜÌÚɯÈÕËɯÉÜËÎÌÛɯÐÚɯÈÕÛÐÊÐ×ÈÛÌËȮɯÞÏÐÊÏɯÞÐÓÓɯÓÐÒÌÓàɯÙÌÚÜÓÛɯÐÕɯÚÊÈÓÐÕÎɯ

back new grants. 

Audit program   

The Authority has made substantial progress in clearing the audit backl og.  The Authority 

completed more than 700 project audits and had begun nearly all of the remaining audits.  The 

Authority calculates that the audits have resulted in savings of $700 million for taxpayers and 

$2 billion of avoided local interest costs.147  Audits revealed that the state had been overpaying 

interest reimbursements due to inflated local estimates of interest costs.  In some cases, the 

audits also uncovered payments for items that were not in the building plan, ancillary items, 

excess interest and infrastructure that was only partly used for the school.  

Wait list projects 

The Authority has substantially cleared the $5.5 billion of wait list projects it was faced with 

when it was formed in 2004.148  Only a few projects from the wait list have not ye t been funded; 

these are projects that have been delayed for various other reasons. 

The Authority is still making payments on wait list projects  and must complete payments for 

them by next year.  

                                                 
144 Acts of 2004, chapter 210, section 4 
145 Id. 
146 According to the Joint Committee on Revenue.  
147 These are the costs incurred by local districts for borrowing in advance of state reimbursements.  
148 The wait list is defined in section 45 of chapter 208 of the acts of 2004.  In general, the wait list consists of projects 

approved on or before June 30, 2004. 
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New project applications 

When the moratorium on new project  funding expired on July 1, 2007, the Authority began 

reviewing and evaluating new project requests.  Requests for SBA grants are made by districts 

ÉàɯÚÜÉÔÐÛÛÐÕÎɯÈɯɁÚÛÈÛÌÔÌÕÛɯÖÍɯÐÕÛÌÙÌÚÛȭɂɯ%ÖÙɯ%8ƖƔƔƜȮɯÛÏÌɯ ÜÛÏÖÙÐÛàɯÙÌÊÌÐÝÌËɯƘƖƗɯÚÛÈÛÌÔÌÕÛÚɯÖÍɯ

interest (SOI) from 163 school districts.  The Authority selected 163 priority projects, one from 

each district that applied.  The Authority is further categorizing these projects.  Since many of 

these projects are still being reviewed, the Authority does not yet have a total dollar amount for 

the projects approved from the 2007 SOI submissions. 

For FY2009, the Authority established a deadline of November 15, 2008 for submitting SOIs.  

School districts submitted 47 new SOIs, that is, SOIs for projects that had not been previously 

ÚÜÉÔÐÛÛÌËȭɯɯ(ÕɯÈËËÐÛÐÖÕȮɯÛÏÌɯ ÜÛÏÖÙÐÛàɯÙÌÊÌÐÝÌËɯƕƙƔɯɁÙÌÍÙÌÚÏÌËɂɯ2.(ÚȮɯÞÏÐÊÏɯÈÙÌɯ2.(ÚɯÍÖÙɯ

projects that districts had submitted the prior year but which were not approved for funding at 

that time.  

The Authority is constrained by a $500 million an nual limit on grants.  Under the old program, 

the state had no annual budget limit for project grant approvals.  Another difference is the 

 ÜÛÏÖÙÐÛàɀÚɯÊÓÖÚÌɯÐÕÝÖÓÝÌÔÌÕÛɯÐÕɯÛÏÌɯÙÌÝÐÌÞɯÈÕËɯËÌÝÌÓÖ×ÔÌÕÛɯÖÍɯÈɯ×ÙÖÑÌÊÛɀÚɯÚÊÖ×ÌȮɯËÌÚÐÎÕɯÈÕËɯ

cost decisions.  Formerly, local communities developed the project scope with little or no state 

involvement resulting in such problems as overbuilt schools with excess capacity and 

communities that were unable to meet the operational costs of a new building.  In addition, 

under the old program, the state was unable to independently evaluate the need for new 

projects based on any benchmarks.  The Authority has now completed the first needs survey 

and is following up with more comprehensive and thorough facilities assessments.  Fin ally, the 

Authority is now verifying enrollment numbers for districts; under the former program, locally 

derived enrollment estimates were significantly overstated.  

For new projects, the Authority has initiated a procedure that funds projects through a ser ies of 

progress payments.  This approach eliminates the need for local borrowing and ensures that the 

work is being done properly.  

Capital maintenance 

In order to ensure that, once a school building  is constructed or renovated under the program, 

the local school districts are able to properly maintain the facilit y, the Authority pays 1% of the 

school building grant into a local maintenance trust.  

Bond ratings 

(ÕɯƖƔƔƛȮɯÛÏÌɯ ÜÛÏÖÙÐÛàɀÚɯÜÕËÌÙÓàÐÕÎɯÉÖÕËɯÙÈÛÐÕÎɯÞÈÚɯÜ×ÎÙÈËÌËɯÉàɯ2ÛÈÕËÈÙËɯȫ/ÖÖÙɀÚɯÛÖɯ  Ƕȭɯɯ

Other rat ing agencies, however, have not so far followed suit.  The Fitch rating is AA and the 

S&P rating is AA2. 
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MASSACHUSETTS TAXPAYERS FOUNDATION  

The Massachusetts Taxpayers Foundation (MTF) was founded in 1932 as a private public policy 

organization.  MTF analyzes and assesses state and municipal fiscal, tax, and economic 

policies.149  The organization is governed by five officers and a Board of Trustees. 

2007 Capital Hearing Testimony 

MTF President Michael WiËÔÌÙɯÛÌÚÛÐÍÐÌËɯÈÛɯÛÏÌɯ!ÖÕËÐÕÎɯ"ÖÔÔÐÛÛÌÌɀÚɯÈÕÕÜÈÓɯÊÈ×ÐÛÈÓɯ

expenditure hearings in 2007 and 2008.  At the 2007 hearing, Mr. Widmer discussed some of the 

fiscal challenges that the Commonwealth faces.  He first focused on what he described as the 

ɁÐÕÊÙÌËÐÉÓÌɯÉÈÊÒÓÖÎɯÖÍɯÓÌÎÐÛÐÔÈÛÌɯÊÈ×ÐÛÈÓɯ×ÙÖÑÌÊÛÚɯÐÕɯÌÝÌÙàɯÈÙÌÈɂɯÖÍɯÊÈ×ÐÛÈÓɯÐÕÝÌÚÛÔÌÕÛȭɯɯ1ÌÍÌÙÙÐÕÎɯ

to the report of the Transportation Finance Commission (of which he was a member), Mr. 

Widmer said that the $19 billion estimate is  the amount of money needed just to maintain, not 

Ìß×ÈÕËȮɯÛÏÌɯÚÛÈÛÌɀÚɯÛÙÈÕÚ×ÖÙÛÈÛÐon infrastructure alone .  He said that this estimate is 

conservative. 

,Ùȭɯ6ÐËÔÌÙɯÙÌÊÖÔÔÌÕËÌËɯÐÕÊÙÌÈÚÐÕÎɯÛÏÌɯ"ÖÔÔÖÕÞÌÈÓÛÏɀÚɯÍÐÕÈÕÊÐÈÓɯÉÖÕËɯÊÈ×ɯÛÖɯÔÌÌÛɯÛÏÌɯÓÐÚÛɯ

ÖÍɯÊÈ×ÐÛÈÓɯÕÌÌËÚɯÛÏÈÛɯÏÌɯËÌÚÊÙÐÉÌËɯÈÚɯɁËÈÜÕÛÐÕÎȭɂɯɯ'e said, however, that the state should 

×ÙÖÊÌÌËɯÛÖɯËÖɯÚÖɯÞÐÛÏɯÊÈÜÛÐÖÕɯÎÐÝÌÕɯÛÏÌɯÚÛÈÛÌɀÚɯÏÐÎÏɯÓÌÝÌÓɯÖÍɯËÌÉÛȭɯɯ,Ùȭɯ6ÐËÔÌÙɯÚÜÎÎÌÚÛÌËɯÛÏÈÛɯ

an increase to $1.5 billion (the cap was then $1.25 billion) would be reasonable.  While a $250 

million increase would be ɁÚÐÎÕÐÍÐÊÈÕÛȮɂɯÏÌɯÚÈÐËɯÛÏÈÛɯÐÛɯÞÖÜÓËɯÕÖÛɯÙÌÚÖÓÝÌɯÛÏÌɯÉÈÊÒÓÖÎɯÐÕɯÚÛÈÛÌɯ

capital needs. 

Mr. Widmer testified that the state needed additional sources of revenue for transportation 

needs.  In the near term, he said that the state needed to increase the gas tax.  For the longer 

term, he argued that the state needed to develop and implement a tolling system for its 

ÏÐÎÏÞÈàÚȭɯɯ,Ùȭɯ6ÐËÔÌÙɯÚÈÐËɯÛÏÈÛɯÛÖÓÓÚɯÈÙÌɯɁÛÏÌɯÞÈÝÌɯÖÍɯÛÏÌɯÍÜÛÜÙÌȭɂ 

-ÌÞɯÍÜÕËÐÕÎɯÚÖÜÙÊÌÚɯÍÖÙɯÈÓÓɯÛà×ÌÚɯÖÍɯÊÈ×ÐÛÈÓɯÕÌÌËÚɯÈÙÌɯÙÌØÜÐÙÌËɯÑÜÚÛɯÛÖɯɁÔÈÐÕÛÈÐÕɯÞÏÈÛɯÞÌɯÏÈÝÌɂɯɯ

Because of the lack of adequate maintenance funding for many state assets such as state 

buildings, Mr. Widmer said that such assets do not achieve their optimal useful life.  Finding 

sources of revenue for maintenance of state assets is difficult because maintenance needs 

compete for funding with new projects.  For this reason, the state needs to identify a reliable 

and steady source of maintenance money.  Mr. Widmer contended that it is impossible to fund 

maintenance from the operating budget in a consistent manner. 

The second major subject that Mr. Widmer discussed at the 2007 hearing was the need for 

greater transparency in the capital budgeting process.  The Romney Administration had 

abandoned the five-year capital planning process that had been consistently maintained since 

1990 under prior administrations.  Mr. Widmer commented that the Romney Administration 

ÐÕÚÛÌÈËɯÏÈËɯɁÐÕÝÐÚÐÉÓàɯËÌÊÐËÌËɯÏÖÞɯÛÖɯÚ×ÌÕËɯÛÏÌɯÊÈ×ȭɂɯɯ'ÌɯÚÈÐËɯÛÏÈÛɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɯÚÏÖÜÓËɯ

develop a project plan for FY2008 with at least the major investment categories for FY2009-2012. 

                                                 
149 Masstaxpayers.org 
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2008 Capital Hearing Testimony 

By the time of the May 2008 capital expenditure hearings, the Patrick Administration had 

reinstituted a five -year capital spending plan, which was published in Augus t 2007.  Mr. 

Widmer said that the five -year plan brought a discipline to capital budgeting and spending that 

was previously lacking.  He indicated that the use of the debt affordability analysis for the plan, 

which established an annual debt service ceilinÎɯÖÍɯƜǔɯÖÍɯÉÜËÎÌÛÌËɯÙÌÝÌÕÜÌÚȮɯÞÈÚɯÈɯɁÙÌÈÚÖÕÈÉÓÌɯ

È××ÙÖÈÊÏȭɂɯɯ'ÌɯÚÈÐËɯÛÏÌɯÚÛÈÛÌɯÊÖÜÓËɯÈÍÍÖÙËɯÛÏÌɯÉÖÕË-funded spending of the pending bond bills 

provided that the state adheres to the capital plan. 

Discussing the increase in the administrative bond cap, Mr. Widmer pointed out that the ability 

to increase the amount of bond-funded spending assumes annual revenue growth of 3% but 

that this assumption might not hold up in the event of an economic downturn.  Subsequent 

ÌÝÌÕÛÚɯÏÈÝÌɯÉÖÙÕÌɯÖÜÛɯ,Ùȭɯ6ÐËÔÌÙɀÚɯÞÈÙÕÐÕÎɯÐÕ this regard.  The effect of the current recession 

ÖÕɯÛÏÌɯÚÛÈÛÌɀÚɯÍÐÚÊÈÓɯÊÖÕËÐÛÐÖÕɯÏÈÚɯÙÌÚÜÓÛÌËɯÐÕɯÈɯÙÌÝÐÚÐÖÕɯÖÍɯÛÏÌɯËÌÉÛɯÈÍÍÖÙËÈÉÐÓÐÛàɯÈÕÈÓàÚÐÚɯÈÕËɯÈɯ

curtailment of the long term capital program.  In revising its debt affordability analysis and 

capital pl an for FY2009-2013, the administration has reduced its revenue growth assumptions 

for FY2009 and FY2010 to zero percent. 

Recent MTF Comments 

1ÌÊÌÕÛÓàȮɯ,Ùȭɯ6ÐËÔÌÙɯÚ×ÖÒÌɯÈÉÖÜÛɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯÊÈ×ÐÛÈÓɯÐÕÝÌÚÛÔÌÕÛɯ×ÓÈÕɯÞÐÛÏÐÕɯÛÏÌɯ

context of the current economic climate.  He said the administration should refrain from 

increasing the bond cap from its current level of $1.5 billion to $1.625 billion because the 

anticipated percentage of revenue growth was overestimated.  Mr. Widmer expected that 

amount of capital funding for the bridge repair program would need to be reduced. 150 

MTF Testimony regarding bridge program 

At a Bonding Committee hearing on the Structurally Deficient Bridge Bond Bill, Mr. Widmer 

ÈËËÙÌÚÚÌËɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɀÚɯ×ÙÖ×ÖÚÈÓɯÙÌÎÈÙËÐÕÎɯÛÏÌɯÈÊÊÌÓÌÙÈÛÌËɯ×ÙÖÎÙÈÔɯÛÖɯÙÌ×ÈÐÙɯÛÏÌɯÚÛÈÛÌɀÚɯ

structurally -deficient bridges.  He pointed out that the state faced a $20 billion transportation 

ÍÜÕËÐÕÎɯÚÏÖÙÛÍÈÓÓɯÞÐÛÏɯÕÖɯÌß×ÈÕÚÐÖÕɯÖÍɯÐÕÍÙÈÚÛÙÜÊÛÜÙÌȭɯɯ2ÈàÐÕÎɯÛÏÈÛɯÛÏÌÙÌɯÐÚɯɁÕÖɯÌÚÊÈ×ÌɯÍÙÖÔɯÛÏÌɯ

×ÙÖÉÓÌÔȮɂɯÏÌɯÈÙÎÜÌËɯÛÏÈt the state will need new revenues such as user fees and additional gas 

taxes, especially since the federal government is reducing its funding of state transportation 

projects. 

Mr. Widmer said that not acting to address the bridge problem would be more exp ensive 

because of further infrastructure dilapidation and rising construction costs.  He said that the 

ÉÙÐËÎÌɯ×ÙÖÎÙÈÔȮɯÏÖÞÌÝÌÙȮɯËÖÌÚɯÕÖÛɯÊÓÖÚÌɯÛÏÌɯÛÙÈÕÚ×ÖÙÛÈÛÐÖÕɯÍÜÕËÐÕÎɯÎÈ×ɯɁÉàɯÈɯ×ÌÕÕàȭɂɯɯ3ÏÌɯÜÚÌɯ

of grant anticipation notes (GANs) to fund the program will  mean that there will be less money 

for other projects.  Currently, one -third of federal highway grants, about $175 million, go to 

repay outstanding GANs.  Similarly, the $1.9 billion of gas tax bonds to be issued for the bridge 

program are backed by revenues that the state already receives and uses.  Mr. Widmer 

questioned how, since the gas tax bonds do not represent new money, the state will issue the 

                                                 
150 See, PatrÐÊÒɀÚɯ"È×ÐÛÈÓɯ/ÓÈÕɯ#ÌÓÈàÌËȮɯ#ÖÎÎÌËɯÉàɯ ÍÍÖÙËÈÉÐÓÐÛàȮɯ"ÙÌËÐÛɯ"ÖÕÊÌÙÕÚȮ State House News Service, November 10, 

2008. 
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bonds within the existing bond cap.  Like the use of GANs to finance the bridge program, the 

issuance of the gas tax bonds will have consequences for the rest of the transportation program 

in the out years. 

Mr. Widmer expressed the view that the Massachusetts Highway Department (MHD) does not 

currently have the capacity to manage the bridge repair program and  that the Department of 

Conservation and Recreation (DCR) has even less capacity to handle such a large undertaking .  

He said that such capacity will have to be developed to successfully implement, manage and 

complete the deficient bridge repair program.  

Another problem with the bridge program cited by Mr. Widmer was the lack of a clear 

management plan as part of the bridge program.  This concern has been addressed by the 

inclusion in the bridge program legislation of several project management and reportin g 

requirements.  The council is required to submit a bridge preservation and repair plan for 

calendar years 2009 through 2011.151  By the end of October 2011, the council must file a report 

documenting compliance with requirements regarding on-time and on-budget completion. 152  

The legislation also requires the council to implement internal project controls and to submit 

periodic reports detailing such controls. 153  Finally, the council must submit bi -annual reports on 

the progress and all expenditures related to bridge projects under the program. 154 

Concluding his comments about the bridge program, Mr. Widmer noted that many of the 

ËÌÍÐÊÐÌÕÊÐÌÚɯÐÕɯÛÏÌɯÚÛÈÛÌɀÚɯÉÙÐËÎÌÚɯÙÌÚÜÓÛÌËɯÍÙÖÔɯÔÖÝÐÕÎɯÍÜÕËÚɯÍÖÙɯÉÙÐËÎÌɯÔÈÐÕÛÌÕÈÕÊÌɯÛÖɯÛÏÌɯ

Central Artery and Tunnel project.  He sai d that the bridge program would similarly shift funds 

for other road maintenance needs to bridge repairs.  Mr. Widmer posed the question of what 

ÊÖÕÚÌØÜÌÕÊÌÚɯÛÏÌɯÈÊÊÌÓÌÙÈÛÌËɯÉÙÐËÎÌɯ×ÙÖÎÙÈÔɯÞÖÜÓËɯÏÈÝÌɯÍÖÙɯÖÛÏÌÙɯ×ÈÙÛÚɯÖÍɯÛÏÌɯÚÛÈÛÌɀÚɯÏÐÎÏÞÈàɯ

system. 

                                                 
151 Acts of 2008, chapter 233, section 19.  This plan has been completed and submitted in accordance with the statute. 
152 Id. 
153 Id., section 17 
154 Id., section 16, the first such report was submitted in early January 2009. 
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RECOMMENDATIONS  

As discussed in the introduction and overview  Chapter One of this report, the administration 

adopted and implemented in  whole  or in part most of the recommendations contained in the 

"ÖÔÔÐÛÛÌÌɀÚɯƖƔƔƚɯ ÕÕÜÈl Report.  Due to fiscal and other constraints, it has not been feasible to 

implement the same recommendations. 

Among those recommendations that the administration has implemented are the development 

of a comprehensive and detailed five year capital spending plan, including all capital spending 

and borrowing, indirect and contract assistance obligations in the capital spending plan, 

increasing the administrative bond cap, employing the most cost effective and prudent 

borrowing methods, committing more capit al funds to current and deferred maintenance, de-

ÈÜÛÏÖÙÐáÐÕÎɯÖÓËÌÙɯÈÕËɯÜÕÜÚÌËɯÊÈ×ÐÛÈÓɯÚ×ÌÕËÐÕÎɯÈÜÛÏÖÙÐáÈÛÐÖÕÚȮɯÈÕËɯÐÕÊÙÌÈÚÐÕÎɯÛÏÌɯÚÛÈÛÌɀÚɯ

commitment to open space preservation. 

(ÕɯÖÛÏÌÙɯÊÈÚÌÚȮɯÛÏÌɯÈËÔÐÕÐÚÛÙÈÛÐÖÕɯÏÈÚɯÛÈÒÌÕɯÚÛÌ×ÚɯÛÖɯÐÔ×ÓÌÔÌÕÛɯÛÏÌɯ"ÖÔÔÐÛÛÌÌɀÚ 

recommendations but has not been able to complete or continue the process.  The Committee 

has recommended using operating surpluses when available for capital projects and programs.  

In 2007, the administration and the Treasurer applied $40 million of ope rating funds to defease 

ÏÐÎÏÌÙɯÐÕÛÌÙÌÚÛɯÙÈÛÌɯÉÖÕËÚȭɯɯ!ÌÊÈÜÚÌɯÖÍɯÛÏÌɯËÌÛÌÙÐÖÙÈÛÐÖÕɯÐÕɯÛÏÌɯÌÊÖÕÖÔàɯÈÕËɯÛÏÌɯÚÛÈÛÌɀÚɯÍÐÚÊÈÓɯ

situation, however, there is no surplus to continue this program in the foreseeable future.  

The administration also attempt ed to move operating costs off of the capital budget.  The 

&ÖÝÌÙÕÖÙɀÚɯ×ÙÖ×ÖÚÌËɯ%8ƖƔƔƜɯÉÜËÎÌÛɯÐÕÊÓÜËÌËɯȜƙƔɯÔÐÓÓÐÖÕɯÛÖɯÔÖÝÌɯ×ÌÙÚÖÕÕÌÓɯÊÖÚÛÚȮɯ×ÙÐÔÈÙÐÓàɯ

those of MassHighway, from the capital to the operating budget.  This money, however, was 

not included in the enacted budget.  Another action by the administration is the inclusion of 

$250 million in the General Government Capital Needs Bond Bill for general equipment 

purchases that have been made from operating budgets in the past.  This would offset and 

allow a like amoun t of personnel costs to be moved back to the operating budget.  Again, 

ÉÌÊÈÜÚÌɯÖÍɯÛÏÌɯÚÛÈÛÌɀÚɯÉÜËÎÌÛɯÚÐÛÜÈÛÐÖÕȮɯÐÛɯÔÈàɯ×ÙÖÝÌɯËÐÍÍÐÊÜÓÛɯÛÖɯÛÙÈÕÚÍÌÙɯÈÕàɯ×ÌÙÚÖÕÕÌÓɯÊÖÚÛÚɯ

from bond funded accounts to the operating budget.   In addition to these steps, there are recent 

statutory mandates to return personnel to the operating budget.  The FY2009 budget includes a 

provision requiring the administration to move up to 652 employees to the operating budget by 

the end of 2012 and the second Transportation Bond Bill  requires the Secretary of 

Transportation to submit a detailed timeline and funding schedule for the transfer of 

MassHighway employees to the operating budget.  These provisions and the current status of 

ÛÏÌɯÚÛÈÛÌɀÚɯÌÍÍÖÙÛÚɯÛÖɯÐÔ×ÓÌÔÌÕÛɯÛÏÌɯÛÙÈÕÚÍÌÙɯÖÍɯÌÔ×ÓÖàÌÌs off of the capital budget are discussed 

in Chapter One. 

The Committee recommended enactment of legislation to reform the state surplus land 

disposition laws.  The administration agreed that the surplus land disposition procedure 

needed to be amended and filed proposed legislation reflecting its view on how the process 

should be changed.  This bill and a number of other bills to amend the surplus land disposition 

statutes, however, did not advance in the Legislature this past session. 
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The following recommend ations include those that the administration was unable to partly or 

fully implement during this past legislative session.  The Committee believes, however, that the 

state should continue efforts to achieve the goals set forth in these recommendations. 

Continue to implement and employ capital spending and planning procedures already commenced 

The Committee is pleased with the actions the administration has taken to develop a detailed 

and transparent five -year capital plan that includes most state borrowing and spending, the use 

of the most cost effective borrowing methods (including the refinancing of indirect and contract 

assistance debt obligations that had been kept outside of the borrowing limit), an emphasis on 

addressing the deferred maintenance problem, the de-authorization of $ 271 million  of unused 

capital accounts and the increase of funding in the capital plan for open space protection.  The 

Committee recommends continued efforts along these lines. 

Use operating funds when available for capital projects and programs 

In the current fiscal climate, the state does not have operating funds available for capital 

purposes and thus cannot continue with this approach for the foreseeable future.  When 

economic conditions permit, however, the state should make some surplus funds available to 

ÏÌÓ×ɯÈËËÙÌÚÚɯÛÏÌɯÚÛÈÛÌɀÚɯÚÜÉÚÛÈÕÛÐÈÓȮɯÜÕÔÌÛɯÊÈ×ÐÛÈÓɯÕÌÌËÚȭ 

Eliminate operating costs from the capital budget 

Although the administration has made some efforts to remove personnel costs from the capital 

budget, the objective of reducing the number of personnel paid from the capital budget has not 

yet been achieved.  Economic and fiscal conditions may preclude any progress toward this goal 

for some time but, when feasible, the state should take steps to move personnel back to the 

operating budget.  Doing so will free up about $250 million of the capital budget now spent on 

personnel and make it available for true capital investment.  This approach will also eliminate 

the substantial additional debt service expense, (about 60 cents on every dollar assuming a 20 

year bond term) that the state incurs by capitalizing personnel and other administrative costs.  

Amend statutory provisions governing the disposition of state surplus land 

The current statutory procedures governing state surplus land dispositions should be amended.  

A number of bills to amend the statute were filed during the past two legislative sessions.  In 

2006, the House and Senate did not reconcile differences between their respective versions of 

surplus land bills by the end of the session.  Although a number of similar bills were filed 

during this past session, including by this Committee and the Governor, the surplus land 

legislation has not moved forward.  The effort to revamp the surplus land statute should be 

continued in order to provide for a more expeditious and efficient procedure that, at the same 

time, preserves legislative and local input and control.  
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APPENDIX A 
Explanation of Terms  

There are a number of terms, concepts and procedures related to state borrowing that may be 

unfamili ar to many of those who may read this report.  For this reason, the following seek to 

define and explain these in a readily understandable way.  

What is a bond?  

A bond is a security that a government or corporation issues as a way to borrow money.  The 

bond  represents a debt owed by the bond issuer to the purchaser of the bond and the 

obligation to repay the debt.  The state issues bonds through an underwriter who will sell the 

bonds to investors.  Investors buy the bonds and the purchase money goes to the s tate, which 

then uses the money for authorized capital projects.  The state or other issuer must repay the 

purchasers the principal (the face amount of the bond) by the maturity date of the bond.  The 

issuer also must make interest payments to bondholders,  generally twice each year.  

What is the difference between a ògeneral obligation bondó and a òspecial obligation bondó 

(also known as a òrevenue bondó? 

A general obligation bond is backed by the òfull faith and creditó of the state.  This means that 

all of  the revenues and assets of the state are available for repayment.  General obligation 

bonds are repaid by debt service appropriations from the General Fund.  Each budget contains 

a line item appropriating the amount of the debt service due in that fiscal year.  In the FY2009 

budget, the general obligation debt service appropriation is $1.8 billion.  

A special obligation bond (SOB), also known as a revenue bond, is backed by and repaid from 

specific revenue source.  It is not backed by the full faith and cre dit of the state and is not paid 

from general revenues.  An example of revenue bonds are those issued to pay for the 

construction of the Boston Convention and Exhibition Center.  These bonds are paid solely from 

special revenues, including additional touri sm-related hotel, sales and meals taxes and 

surcharges on car rentals and tour tickets.  These special surtaxes and surcharges are deposited 

to a separate fund, which is then used to pay the principal and interest on the bonds.  

What is a note?  

A note diffe rs from a bond in that it is generally issued for a shorter term than a bond.  One kind 

of note is a òbond anticipation noteó (BAN).  BANs are commonly issued before the longer term 

bonds are sold.  BANs will typically be issued for a one year term but may  be renewed for 

additional one year terms.  Once the state is ready to issue the bonds, the BANs will be paid off 

from the proceeds of the bond sale.  

What is a grant anticipation note?  

Another type of note is a ògrant anticipation noteó or GAN.  GANs were first issued to finance 

the Central Artery and Third Harbor Tunnel project, commonly known as the òBig Dig.ó  GANs 

were needed to bridge the funding gap between immediate construction cost needs and 

future federal highway reimbursements.  During certain ye ars of the project, those costs 

exceeded the rate at which federal grants were being received.  Thus, the GANs were issued in 

anticipation of future federal highway grants.  The state will be issuing new GANs to finance a 

portion of the accelerated structu rally-deficient bridge program.  

GANs differ from other notes in that they are longer term than typical notes.  In addition, the 

GANs are secured by a pledge of future federal highway reimbursements.  Thus, once federal 

grants are received, the funds go int o a grant anticipation note trust fund and are used first to 

pay debt service on GANs.  Currently, about $175 million or one -third of federal highway grants 

are used to pay debt service on GANs.  
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What is debt service?  

The term òdebt serviceó refers to required payments on borrowings including state bonds and 

notes.  Debt service consists of repayments of the principal amount of the bonds plus accrued 

interest.  

What is a bond rating?  

Certain companies, such as Moodyõs Investor Service, issue ratings of the governments and 

companies that issue bonds.  The ratings are an assessment of the creditworthiness of bond 

issuers, much like the creditworthiness of individuals is rated in credit reports.  The ratings tell an 

investor, using a letter/number designation (òAAAó being the best rating for Moodyõs) how likely 

the issuer will be able to pay the principal and interest on its bonds in full and on time.  Other 

major companies that rate government debt are Standard & Poorõs and Fitch Ratings. 

What is the administrati ve bond cap?  

The administrative bond cap is the limit on the amount of money that may be spent annually 

from bond funds.  The bond cap was first instituted in 1991.  The limit is not provided for by statute 

but is established by the Executive Office for Ad ministration and Finance.  The Executive branch 

has increased the bond cap from time to time over the years.  In 2007, the Patrick administration 

increased the bond cap for fiscal year 2008 from $1.25 billion to $1.5 billion.  The administration 

increased the bond cap again for FY2009 and has scheduled additional increases for several 

subsequent years.  

The overall capital spending limit in some cases is higher than the bond -funded spending cap.  

Some investment categories, particularly transportation, recei ve money for capital projects from 

third party sources.  For transportation, the state receives large federal highway reimbursements 

annually, which are included in the transportation spending cap.  

What is the capital spending plan?  

The capital spending pl an is a budget established by the Executive Branch that specifies how 

bond funds and other money for capital projects will be spent during a particular time period.  

The administration annually develops and publishes a five -year capital spending plan that shows 

how much money will be allocated to the various capital investment categories in each year.  

The spending plan divides up the amount of money in the annual bond or capital spending 

cap.  Under the plans published by the Patrick administration in 2007  and 2008, the first year of 

the plan shows the amount that will be spent for each specific project in the plan.  For the 

remaining four years, the plan shows the planned allocations only by capital investment 

category.  

The capital budget, as set forth in the capital spending plan, differs from the operating budget 

in that it is paid for by borrowing money through the issuance of bonds.  The operating budget, 

of course, is funded by the stateõs general revenues.  The capital budget pays for items and 

projec ts, such as roads and buildings that  have sufficiently long useful life to justify paying for 

them over a period of years.  

How are bonds authorized?  

Bonds and other kinds of debt obligations must be authorized by legislation.  Bond bills include a 

section or sections that authorize the state treasurer to issue and sell bonds.  These sections are 

known as òbond authorizations.ó 

What is a bond authorization?  

A bond authorization is a section in a bond bill that authorizes the state treasurer, at the request 

of the Governor, to issue and sell bonds of the Commonwealth.  The authorization specified the 

kind of bond, e.g.  whether general or special obligation, the total amount of bonds authorized 
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and the maximum term of the bonds.  The authorization states that t he Governor shall 

recommend the term of the bonds as required under Article 62 of the amendments to the state 

constitution.   

What is a capital spending authorization?  

Capital spending authorizations are the particular spending items authorized in bond bill s and 

funded from the bonds authorized in the corresponding bond authorization section.  Capital 

spending authorizations are somewhat like appropriations in the budget but are for specific 

capital projects or programs and are funded from bond proceeds.  

For how long is a capital spending authorization valid?  

State law provides that a capital spending authorization is valid for a period of five years.  Unless 

the authorization is extended by legislation, it will expire and can no longer be used.  Each year, 

the state enacts legislation to extend the term of unused capital spending authorizations that 

are due to expire but are still needed.  

What is authorized and unissued debt?  

This refers to bond -funded spending authorizations that have not been used.  Once bo nd -

funded accounts are authorized, money can be spent from these accounts at any time until the 

account expires or is de -authorized.  The part of a bond -funded authorization that has not been 

spent at any given time is referred to as òauthorized and unissued.ó  The state comptroller issues 

regular, periodic reports on the amount of unused bond authorizations.  

Are there any legal limits on the amount of money the state can borrow?  

Yes.  While the administrative bond cap is not required or set by law, there a re also statutory 

limits on the amount of debt the state can have any one time and the percentage of the 

budget that may be used for debt service payments.  Mass. Gen. Laws, chapter 29, section 60A 

establishes a limit on the total amount of direct debt the  state may have outstanding at one 

time.  The statute established an initial limit in 1989 and provides for an annual 5% increase in the 

amount of the limit.  Thus, debt outstanding for a fiscal year cannot exceed 105% of the amount 

of debt outstanding dur ing the previous fiscal year.  As mentioned, the limit applies only to direct  

debt of the C ommonwealth and, therefore, doesnõt cover such indirect obligations as contract 

assistance (state payments to a separate entity to pay debt service on bonds issued b y that 

entity).  Refunding bonds, which are used to refinance existing higher interest bonds, are also 

excluded from the debt limit.  

Mass. Gen. Laws, chapter 29, section 60B limits annual debt service payments for general 

obligation bonds to 10% of total b udgetary appropriations.  Because this limit applies only to 

general obligation bonds, debt service on other kinds of debt, such as special obligation bonds, 

is not included.  
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APPENDIX B 

Bond Cap -Funded Five -Year Capital Investment Plan for FY2009 -2013 By Category  
Category  FY2009 FY2010 FY2011 FY2012 FY2013 5-Year Total  % 

Community 

Inv. Program  
$253,971,000 $243,968,000 $248,417,000 $248,406,000 $242,743,000 $1,237,505,000 13.88% 

Corrections  $26,948,000 $22,244,000 $30,744,000 $39,587,000 $51,602,000 $171,125,000 1.92% 

Courts  $129,075,000 $131,600,000 $50,800,000 $39,550,000 $65,100,000 $416,125,000 4.67% 

Energy and 

Environment  
$122,814,000 $113,442,000 $118,414,000 $114,972,000 $108,920,000 $578,562,000 6.49% 

Economic 

Development  
$77,816,000 $83,464,000 $80,500,000 $87,000,000 $92,000,000 $420,780,000 4.72% 

Health and 

Human 

Services  

$68,530,000 $81,920,000 $89,500,000 $84,700,000 $71,534,000 $396,184,000 4.44% 

Higher 

Education  
$72,534,000 $116,185,000 $168,530,000 $173,003,000 $190,045,000 $720,297,000 8.08% 

Information 

Technology  
$87,047,000 $82,666,000 $82,726,000 $81,735,000 $82,218,000 $416,392,000 4.67% 

Public Safety  $27,416,000 $27,636,000 $30,047,000 $28,647,000 $26,072,000 $139,818,000 1.57% 

Housing  $168,500,000 $166,000,000 $161,000,000 $161,000,000 $161,000,000 $817,500,000 9.17% 

Transportation  $608,508,000 $581,224,000 $621,340,000 $657,262,000 $721,652,000 $3,189,986,000 35.78% 

State Office 

Buildings and 

Facilities  

$84,119,000 $75,729,000 $80,581,000 $84,138,000 $87,115,000 $411,682,000 4.62% 

TOTAL $1,727,278,000 $1,726,078,000 $1,762,599,000 $1,800,000,000 $1,900,001,000 $8,915,956,000 100% 

Source: Commonwealth of Massachusetts Five -Year Capi tal Investment Plan -FY2009-2013, page 24.  
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All -Source Funded Five -Year Capital  Investment Plan for FY2009 -2013 By Category  

Category  FY2009 FY2010 FY2011 FY2012 FY2013 5-Year Total  %  

Community 

Inv. Program  
$253,971,000 $243,968,000 $248,417,000 $248,406,000 $242,743,000 $1,237,505,000 8.65% 

Corrections  $27,348,000 $25,244,000 $33,744,000 $39,587,000 $51,602,000 $177,525,000 1.24% 

Courts  $129,075,000 $131,600,000 $61,446,000 $48,227,000 $74,046,000 $444,394,000 3.10% 

Economic 

Development  
$84,816,000 $128,464,000 $165,500,000 $167,000,000 $167,000,000 $712,780,000 4.98% 

Energy and 

Environment  
$125,014,000 $116,442,000 $118,614,000 $114,972,000 $108,920,000 $583,962,000 4.08% 

Health and 

Human 

Services  

$68,530,000 $81,920,000 $89,500,000 $84,700,000 $71,534,000 $396,184,000 2.77% 

Higher Ed  $81,634,000 $120,985,000 $174,530,000 $179,003,000 $190,045,000 $746,197,000 5.21% 

Housing  $193,000,000 $166,000,000 $161,000,000 $161,000,000 $161,000,000 $842,000,000 5.88% 

Information 

Technology  
$111,887,000 $82,666,000 $82,726,000 $81,735,000 $82,218,000 $441,232,000 3.08% 

Public Safety  $42,566,000 $45,636,000 $39,547,000 $31,147,000 $26,072,000 $184,968,000 1.29% 

State Office 

Buildings & 

Facilities 

$84,119,000 $75,729,000 $80,581,000 $84,138,000 $87,115,000 $411,682,000 2.88% 

Transportation  $1,259,083,000 $1,313,380,000 $1,589,347,000 $1,865,198,000 $2,106,886,000 $8,133,894,000 56.83% 

TOTAL $2,461,043,000 $2,532,034,000 $2,844,952,000 $3,105,113,000 $3,369,181,000 $14,312,323,000 100.00% 

Source: Commonwealth of Massachusetts Five -Year Capital Investment Plan -FY2009-2013, page  24. 

 



75 

APPENDIX C 

FY2009 Capital Investment By Category -  All Sources  

Category  
FY2009 Bond 

Cap  

FY2009 

Federal  

FY2009 Third 

Party 

FY2009 

Accelerated 

Bridge Pgrm.  

FY2009 

Project Bond 

Funded  

FY2009 Total 
 

Community 

Inv. Program  
$253,971,000 $0 $0 $0 $0 $253,971,000 10.32% 

Corrections  $26,948,000 $0 $400,000 $0 $0 $27,348,000 1.11% 

Courts  $129,075,000 $0 $0 $0 $0 $129,075,000 5.24% 

Energy and 

Environment  
$122,814,000 $1,700,000 $500,000 $0 $0 $125,014,000 5.08% 

Economic 

Development  
$77,816,000 $0 $0 $0 $7,000,000 $84,816,000 3.45% 

Health and 

Human 

Services  

$68,530,000 $0 $0 $0 $0 $68,530,000 2.78% 

Higher 

Education  
$72,534,000 $0 $9,100,000 $0 $0 $81,634,000 3.32% 

Information 

Technology  
$87,047,000 $24,791,000 $50,000 $0 $0 $111,887,000 4.55% 

Public Safety  $27,416,000 $0 $0 $0 $15,150,000 $42,566,000 1.73% 

Housing  $168,500,000 $0 $24,500,000 $0 $0 $193,000,000 7.84% 

Transportation   $608,508,000 $399,674,000 $86,000,000 $164,900,000 $0 $1,259,082,000 51.16% 

State Office 

Buildings & 

Faciliti es  

$84,119,000 $0 $0 $0 $0 $84,119,000 3.42% 

TOTAL $1,727,278,000 $426,165,000 $120,550,000 $164,900,000 $22,150,000 $2,461,042,000 100% 

Source: Commonwealth of Massachusetts Five -Year Capital Investment Plan -FY2009-2013. 
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APPENDIX D 

FY2008 vs. FY2009 Bond Cap by Major Investment Category  

(in thousands)  
Category  FY08 FY09 Difference  % Change  

Community Investment  $257,900 $253,971 -$3,929 -1.52% 

Corrections  $15,600 $26,948 $11,348 72.74% 

Courts  $49,300 $129,075 $79,775 161.82% 

Economic Devel opment  $7,600 $77,816 $70,216 923.89% 

Energy and Environment  $143,400 $122,814 -$20,586 -14.36% 

Health and Human Services  $18,800 $68,530 $49,730 264.52% 

Higher Education  $29,700 $72,534 $42,834 144.22% 

Housing  $150,300 $168,500 $18,200 12.11% 

Informa tion Technology  $44,500 $87,047 $42,547 95.61% 

Public Safety  $29,700 27,416 -$2,284 -7.69% 

State Office Buildings and 

Facilities 
$54,300 $84,119 $29,819 54.92% 

Transportation  $518,500 $608,509 $90,009 17.36% 

Total Capital Plan  $1,319,600 $1,727,279 $407,679 30.89% 

 

FY08 vs. FY09 Total Spending b y Major Investment Category  

(in thousands)  

Category  FY08 FY09 Difference  % Change  

Community Investment  $257,900 $253,971 -$3,929 -1.52% 

Corrections  $15,600 $27,348 $11,748 75.31% 

Courts  $49,300 $129,075 $79,775 161.82% 

Economic Development  $7,600 $84,816 $77,216 1016.00% 

Energy and Environment  $143,400 $125,014 -$18,386 -12.82% 

Health and Human Services  $18,800 $68,530 $49,730 264.52% 

Higher Education  $29,700 $81,634 $51,934 174.86% 

Housing  $165,800 $193,000 $27,200 16.41% 

Information Technology  $64,700 $111,887 $47,187 72.93% 

Public Safety  $29,700 $42,566 $12,866 43.32% 

State Office Buildings and 

Facilities 
$54,300 $84,119 $29,819 54.92% 

Transportation  $945,600 $1,259,082 $313,482 33.15% 

Total Capi tal Plan  $1,782,400 $2,461,042 $678,642 38.07% 

 

Source: Commonwealth of Massachusetts Five -Year Capital Investment Plan -FY2009-2013, pages 26-27.
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APPENDIX E 


