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Good afternoon. First, | want to thank Secretary May for asking me to share some information with you today. Some of this
information is about facilities, and it is something that isa big part of my day, so | appreciate thistime. We have had some
discussionsin the Rules Committee/Administration meetings and some other venues about facilities and facilities planning,
and therehas been a lot of planning going on over the last year and a half, nat just recently, in addition to the current plans
underway. Part of the planning wasto revisit all of theinfor mation that we had on deferred maintenance, building-by-
building. We started thisover ayear and a half ago. What we thought, with all of our facilities staff, was that it would be
helpful to bring in some outside folks who had i nfor mation about other schoolsand usetheir template. They are the Sightlines
firm. Our expertson campus had already done most of the basic work, but Sightlines has a methodology to document, then
created a database. It isstack of printoutswith a profile for every building on campus. We have been using that, even though,
anecdotally, we know what is wrong with the buildings, but thisreally documentsit. | am going to share someinformation
about that with you, and also what they bring to thetable. It ishelpful to us, sinceit is the sameinformation from 150 schools
that they have worked with. They collected data and then helped consult on where we should go next in our asset
management. What | thought | would start with isjust an overview of what isgoing on now. Sometimes people have asked
questionslike, “why didn’t you take care of that in the $700 million?” and here was why, because here was what wasin the
$700 million. Thisisthework currently underway. A lot of planning went on for about five years to even get to this, the $710
million. Of that, you can see that only 10% was being anticipated to come fr om the state. Obviously, thisisthe samething we
have been saying over and over. The state capital planning program has not been helpful to us. Thisisnot new; thishad been
going on for yearsand years. So, asaresult, we had to take some action. We wer e borrowing $522 million, using $110 million
of our own money out of operating budgets and set-asides, and doing the work.

Thisisthesummary of the biggest buildings underway. Now, in some cases, the new buildings get rid of deferred
maintenance. The deferred maintenance on the heating plant ($118 million) was not that much. It wassmall. It wasactually
a museum, and if anyone wanted to see it before it came down, you could get atour, because it wasreally arelic. There was
coal fireand firemen still going underneath, with the little wheelbarrows getting the coal. That did not get rid of much
deferred maintenance, but it wasacost. You get a sense of big projects underway, the funded projects. | am separatingout
the $500 million, because this was the cost, the $70 million of the state money was going towar d these projects, and the rest of
it was from the campus’ general operations. Thisisthe competition for the next dollar out of the campus’ general fund. The
rest of it, about $201 million, were projects that we called self-funded. Housing was paying for it on their own. They have a
revenue stream. If anyone has not seen the Berkshire Dining Commonslately, you should go down. Anyone can pay for a
meal. It isstateof theart, and they are paying for it out of their operations. They run asauxiliaries. For thestadium turf, we
did aloan to the Athletic Department. They had a contract with us, and they already had a revenue stream each year over a
few yearsto pay the campus back. So all of these were funded, not in competition with the other projects nor with the next
group of projects. For thelntegrated Science Building, this wasthe next way of getting resear ch space, sincethefull three
teaching floors wer e being done and on the fourth floor, the shell was being constructed with campus general funds. We had
designsto fit out theresear ch labs, for about $7 million, and it was going towhoever could pay the amount of the debt to fit it
out who would be the resear chers who werein that space. So, this was a new concept, but it wasthe only way totry to stretch
adollar, because that competes with the next building that needs electricity updates. Just to point out, of the $700 million,
$200 million was coming fr om areasthat wer e self-funded. In the prior five years, we had $30 million from the state and we
spent $174 million.

In the Northeast we love our old buildings. Sightlinestalked about how, when they worked with campuses out in the Midwest
or the Southwest, they demolished buildingsand built new again. They did not hang on. They were not as old anyway to
begin with, so there was probably nothing to cherish as much aswe cherish our old facilities. Because of that, we still have
buildings we are using that were built in 1890, 1892, and 1912. The average age of our facilities is42years. That ispretty
significant, particularly since only one of our older buildings has been totally renovated. Of all the buildingsthat are 42 years
or older, theonly onethat has been totally renovated isthe Research Administration Building.

So what we did was work with Sightlines, and they added up what the total wasfor all thefacilitieson campus, and it came to
$1.3 billion. They looked around and said, “you know, some of these buildings are not worth fixing,” and they were correct. A
certain amount of the inventory we would designate as needing to be totally replaced. But still, whether you fixed it up or you
replaced it, it was $1.3 billion.



Sothey worked with us to identify, of the 150 institutions, the ones that wer e closest to us. We chosealist of stateresearch
institutions. The University of Vermont was probably the smallest on thelist, but because it wasin the Northeast, it was good
for comparisons. Compared to the other institutions, with usat $1.3 billion, you couldsee that the closest institution might be
$600 million in terms of deferred maintenance. We needed to normalize for size, and so we took that $1.3 billion divided by
the gross square feet to come up with a measure: $142 per square foot. That was the average deferred maintenance on this
campus. A couple of the newer buildings wereterrific, and then we had some that wer e $700 per squarefoot to renovate. It
was a hugerange, but when you did this, then you couldcompar eto the other institutions, and we were number one. Probably
not asurprise for many of you who arein some of that academic space.

We wer e doing thisto explain to the Trustees how much we are doing on our own. We really need mor e assistance from the
state, and to show the limitations of what we can do on our own, we turn it into something called debt burden. Right now, this
campushas 3.9% of debt per expenses on campus, and when we finish borrowi ng for the current plan, we will be up to 6%.
That meansthat 6% of our budget will go to pay off debt. If we wereto tryto fix the current problem, take care of all the
deferred maintenance and borrow that amount, it would be a debt payment of $116 million a year, and that would be 16%
debt burden. Thiswas helpful when explaining to the Trustees on the Administration and Finance Committee, who had seen
financial indicators and they had felt pretty comfortable with them. 3.9% looked pretty healthy; you still had room to borrow
more money. But to take care of the deferred maintenance would be another 16%. So how didwe compareto the other
institutions? We found thefinancial statements, shared them with Sightlines, and they converted it into a comparison. You
can seeit would take us another 16%. Theother institutions have the capacity, it appears, toreally take care of their deferred
maintenanceif they choseto do that. Groupslike Standard and Poor’s external finance assessor swould say that an institution
should not leverage more than 10% of its expenses.

Someone could say, “ you have got $700 million underway. You are doing all thiswork. Isthis deferred maintenance not
going to go away somehow?” Well, the $1.3 billion did not include what we called theinfrastructure, the horizontal work --
the roadways, the steamlines, the electrical -- because Sightlines did not capturethat data for the other institutions. To really
solve the problem, you have to add that back in. Then, only approximately $200 million of the deferred maintenance problem
would have been taken care of. The example with the heating plant, the $118 million expenditure didnot get rid of $118
million of deferred maintenance.

Thisisasummary of how many net squar e feet (referring to the chart). Remaining deferred maintenance of $1.3 billion, and
the dollars per squar e foot went down $136 on average. It isjust a way to track our improvements aswe do more work. One
of thethingsthis enables usto do, now that we have lots of building-by-building data, isto do thiscalculation for every
building, and we can also do it by type of building. You can seethat thefacilitiesin the best shape, at $79 per square foot of
deferred maintenance, are housing and dining. Some people say, “well, why are they better?” They charge a fee for dining
and they chargerent. They have a commitment out of those feesto set money aside every year. They still have a lot to do, but
they ar e in much better shape than the lab resear ch buildings and academic instructional buildings. Those buildings were
built by the state, and wehave not been ableto borrow to fix those because the Building Authority, up until recently, would
not even let usborrow money to fix state-built buildings. So, unlessthe state came up with the money, you can see why, in
those categories, we are in wor se shape than housing and dining.

Thisisreally part of areview of all of our facilities, and thisisthe data that has helped and is needed in order to do the
planning. Thegoal isto have a building-by-building plan. We arenot just going to react when the roof startsto leak. We
will have a thorough gan for every building. It does not mean that we have the money, but in some cases, some buildings will
belabeled “ do not keep.” Some will be labeled” do not resuscitate.” They are good aslong astheroof isfirm, it isnot leaking,
aslong asthe electricity isworking and people can breathe. One of the reasonsisthat arecent regulation determines when
building codes kick in: fire, safety, and ADA. Now, when we work on aroof, and the cost of the roof exceeds $300,000, the
wholefirst floor of the building had to be ADA upgraded. Soyou can imagine that, with some of our older buildings, thefirst
timethat roof failed, it would be a question that we wouldhave to answer, becauseit isnot just the cost of theroof, it isthe
cost of alot of other collateral work. Some people are veryfond of the “legacy buildings’ and some people are lessfond of
some of them. Becausethey arethe oldest and they have the most deferred maintenance for the smallest amount of square
feet, some of them wer e $500-600 per squar e foot to fix, we must have a plan or a recommendation on the future of those
buildings. Some of those would be recommended to keep. Asthingshappen, try to fix them. Others, wearegoingto
recommend “ do not keep,” and, in fact, as soon as the next thing goes, we ar e going to have to closethem.



