Crumbling Concrete Working Group (Virtual)
Present:
· Eric Shupin (Chair Designee)
· Michelle Loglisci
· Andrew Golas
· Sen. Peter Durant
· Craig Dauphinais
· Ross Seavey
· Jason Robertson
· Christopher Stark
· Ann Refolo
· Jackie Horigan
· Sen. Paul Feeney  
Not Present:  
· Darryl Caffee
· Kevin Cuff  
· Lisa Sears 
· Karen Raini
· Rep. John Marsi 
· Rep. James Murphy
HLC Staff present:
· Eric Shupin
· Phil Dearing
· Will MacArthur
Minutes:
Call to order:
Chair Shupin called the meeting to order and noted that the meeting is being held remotely. Senator Durant moved to approve the minutes from the January meeting with a second from Jason Robertson. The motion carried unanimously.
Discussion of approach to remediation
Chair Shupin invited Senator Durant to provide an update from the remediation subgroup. Senator Durant shared that the remediation subgroup has been exploring approaches, learning about Connecticut’s work, exploring other approaches, and looking for funding mechanisms. The core question for the group is developing a program in parallel to CFSIC or building it in house, with Senator Durant compared to opening a franchise versus building a new restaurant. Connecticut has built a successful captive insurance program which has deployed over $190 million to remediate 1500 homes over 6-7 years and is on pace to continue remediating 200-300 homes per year. There are some technical difficulties with building a CFSIC clone here given Massachusetts legal frameworks, but it is still valuable to use their processes. Connecticut has also shared that Connecticut has an up-front cost of $1 million for buying their intellectual property and administrative fees of $1.5-$1.8 million annually. The program would likely be ready to disburse the funds within a year of passing the funding. It’s a relatively quick process with everything in place, so long as Massachusetts can put together an appropriate governance structure with a Massachusetts board. The other option is an in-house program that is not necessarily a captive insurance company but is more similar to underground storage tank programs where a quasi could collect and disburse the money. A grant-type program is more aligned with Massachusetts statute than a captive. It would take 12-18 months to set up a program, but the ongoing administrative costs may be lower, though Senator Durant emphasized that this is a “may”. Curtis Boucher added that a central question is whether Massachusetts would have sufficient control and authority over a Connecticut-based entity, and what they have learned so far suggests that Massachusetts would.
Senator Durant further shared that the remediation group looked at several funding streams and the first one explored was a $6-$12 annual surcharge on homeowners’ insurance which would generate $15-$30 million per year. This would be a one-time fee per purchase or renewal of a policy. The other option considered is a $6 surcharge per cubic yard of concrete sold in Massachusetts. This would bring in around $12 million per year, remitted from the aggregate companies. The remediation subgroup believes that the added charge for building a new home would be less than $1,000. The group feels that bringing in both of these revenue sources would be appropriate to avoid excessive reliance on one or the other. Other options include bond financing, appropriation, and earmarks.
Curtis Boucher noted that the variability in the surcharge depends on what would be palatable to the general public. Senator Durant added that small fees add up quickly.
Michelle Loglisci offered comments on the presentation. The group has gotten more information as time has passed on the Connecticut program, and she emphasized that while Connecticut’s program is a Connecticut company, it would be Massachusetts-managed and akin to hiring a company. Connecticut homeowners are very satisfied with the program. She did offer that some aspects of the Connecticut program that are cost drivers include the contractor qualification, inspections of homes on the market for sale, and other aspects of a transparent, comprehensive, and accountable program. Developing an in-house program would leave a lot unknown, and Loglisci reported that Karen Raini feels similarly. She emphasized that Connecticut would not have control over the program and there would be a Massachusetts board of directors with the ability to change things to work better in Massachusetts. Loglisci shared that she thinks that the 12-18 month timeline for establishing an in-house program is very optimistic, and the DOT program has already taken longer than this and is not fully operational. Senator Durant reported that he shares Loglisci’s view and takes her cautions about the in-house program seriously.
Craig Dauphinais echoed Loglisci’s sentiments and thanked her for her advocacy and expertise on the Connecticut program. His understanding is that the Connecticut program is effective and financially responsible, and that we would be foolish not to jump on it. Dauphinais emphasized that impacted residents have been waiting a very long time already and timing needs to be a key factor in this. On the funding point, Dauphinais is sensitive to the concrete surcharge because he represents the industry and that there was no malice or neglect by any concrete producer. He views it as unfair for the industry to take this on and emphasized that ready-mix is usually a local, family-owned business. The concrete that is being affected here is home foundations and no other concrete has been impacted. This is not happening on commercial or DOT work and this is focused on residential construction without quality control in the field. The average home requires the use of 100-150 cubic yards of concrete, so this would impose a fee of $600-$900 per home. Footings and walls take 60-80 yards and the garage and cellar floor take another 40-50. Senator Durant acknowledged that his number was low. Dauphinais noted that Connecticut did not go with an industry surcharge and this is appropriately an industry issue, and further that the fee would fall on the ready-mix as well as the aggregate producers.
Senator Durant appreciated Dauphinais’s points and emphasized that under no circumstances should we be blaming the industry. Anyone building a house now is capitalizing a fund that will then be available to protect the house down the road.
Christopher Stark echoed Dauphinais’s concerns that policy-holders and insurers did nothing wrong here either, but everyone has to come to the table. Christopher Stark reported that mortgage-holders have a vested interest in this and aren’t coming to the table to be part of the funding solution. An all-in approach would also include funding from the state.
Michelle Loglisci thanked Stark for bringing this up and said that the sources here should involve everyone, and that we need to find a way to make it happen. We need to stop saying no and start saying how. Nobody wants this to be happening and nobody wants to pay more for anything, but the impacted homeowners are victims of an uninsured natural disaster and we all need to step up with ideas.
Updates from lending subgroup
Chair Shupin thanked the remediation subground and invited the lending subgroup to present. Darryl Caffee offered three options: a zero-interest loan paid monthly, a zero-interest partially forgivable loan repaid at sale or closing, and a supplemental loan program if the grant program is set up. The lending subgroup found that MassHousing, MHP, and CEDAC all do similar work of second loan or grant administration and thinking through how they could potentially be partners is valuable. It is also important to find a pool of lenders who would want to be part of such a program, as a Connecticut-based lending program has struggled with this. Kevin Cuff seconded Caffee’s presentation and noted that options 1 and 2 will also require additional research on secondary market role and other details, as well as interaction with the primary loans. The supplemental loan program funded by a state appropriation or bond would be the most straightforward to administer. Caffee noted that local banks and credit unions are the most appropriate lenders for a program lender pool.
Michelle Loglisci shared a note that in Connecticut the program funds are not taxable to either the homeowner that receives the funds or to the program and this is possible because they went to the federal government and fast-tracked a tax exemption, and a Massachusetts program would need a similar exemption.
Phil Dearing noted that the financing for these loan programs would be recycled and paid back, and that when the cycle is completed it could be passed on or to other programs.
Senator Durant shared substantial concerns with a loan program, which he described as adding insult to injury relative to a grant program. Caffee said that this was top-of-mind for the group and that these loan programs are ideally gap-fillers when repair costs exceed the program cap on the grant program. This relies on the grant program being funded. Caffee noted that many of the current loan products available are at very significant interest rates, and that 0-percent interest rates are still a substantial consideration from lenders.
Representative Marsi asked whether this proposal is new, and he was startled to see it on paper and shared Senator Durant’s concerns. When someone has experienced a financially destructive event, taking on a loan that is passed on is really hard for them. Connecticut does not do this and goes the grant route. Darryl Caffee completely agrees and shared that the challenge from the feedback they received from homeowners is that there are currently no options available from servicers. This is not the top option but is there as an outlet if needed.
Phil Dearing clarified that option 2 is a forgivable loan program that would help unlock homes that currently cannot be sold. While it is not preferable to a loan program, it is a supercharged grant program.
Ross Seavey said that while he hears the concern about it being a slap in the face, homeowners are receiving a real benefit and there are many issues that arise in the life of owning a home that homeowners are expected to shoulder at smaller scales, e.g. roots taking over the sewer lines. A new foundation will increase the value of the home relative to one that did not experience pyrrhotite.
Michelle Loglisci contested that a foundation adds value to the house and said instead that it recovers value. She said that across the board the loan product is a non-starter for her. The only role she sees for the loan is as a supplemental loan program for costs above and beyond the grant cap and for other issues that have arisen on the property in the same time as a result of the pyrrhotite issue. If she is offered a loan, she would just sell the property. The supplemental loan program would be helpful but banks need to step up and do their part and not look to the state for money to fund it.
Jackie Horrigan asked for clarification that the group does not need to vote yes or no on each of the individual recommendations and would only be on the full package to present the legislature which all of their options. Phil Dearing said this was correct.
Updates from the prevention subgroup
Phil Dearing shared that the prevention subgroup has aligned on five core recommendations and drafted a more detailed document. These are the same recommendations shared in January (CE requirements on pyrrhotite, aggregate licensure in the state building code, concrete batch ticket retention, statewide public education campaign on pyrrhotite, and testing for remediation eligibility).
Representative Marsi shared that he has reached out to the Secretary of the Commonwealth on these topics and is waiting to hear back.
Next steps and timelines
By March 13th, Phil Dearing will share the opening section and prevention group language with the group for review. By March 20th he will send the lending and remediation language for review by the group. On March 23rd and 24th there will be final refinement and conversations as needed, and could involve another full public meeting to discuss. Dearing further shared that there is generally not a formal vote to adopt recommendations but rather a consensus-based process to approve the final report.
Michelle Loglisci clarified that core testing can still be important even without visual signs. She further wondered whether we should require core tests for home buyers. The companies that have posted as testing online on the DOT site right now mostly do commercial construction.
Craig Dauphinais noted that if any standards are added to the state building code we should be careful. The current license creates unnecessary requirements, and any move to add a requirement should be paired with streamlining existing requirements.
Chair Shupin thanked the commission for its work and entertained a motion to adjourn at 12:02, moved by Representative Marsi and seconded by Kevin Cuff. The motion was unanimous.
