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MBTA Capital Program 
 
The MBTA’s capital program is primarily funded from three sources:  
revenue bonds that the MBTA issues, Federal Transit Administration 
funding and Commonwealth funds that are passed through MassDOT to 
the MBTA.  The source of those Commonwealth funds is the 2014 
transportation bond bill, which authorized the issuance of $6.7 billion of 
Commonwealth debt as either general obligation bonds or special 
obligation bonds to finance a set of Rail Enhancement Projects that 
include: 
 
• Green Line Extension 
• South Coast Rail 
• Orange and Red Line vehicles and related infrastructure improvements 
• Knowledge Corridor 
• Fairmount Line 
• South Station 

 
Thanks to our colleagues in the Legislature, dedicated revenues in the 
Commonwealth Transportation Fund can therefore be pledged to secure 
Transit Special Obligation Bonds.  These pledged funds consist primarily of 
motor fuels taxes and Registry fees. This source of capital provides a 
critical and substantial contribution to the MBTA’s FY16 capital investment 
program and will continue to play an important role as a revenue source for 
the five year CIP for FY17 through 21. 
 
I must, however, emphasize that as is often the case with bond 
authorizations, the actual amount to be bonded will not be the full 
authorized amount. There are important limitations on the capacity of the 
program that need to be understood. 
 



First, the pledged funds in the Commonwealth Transportation Fund are 
also the basis for part of the funding for the Accelerated Bridge Program, 
which uses both bonds and Grant Anticipation Notes.  In addition, the CTF 
is the primary source of operating support for MassDOT and has, for the 
past three fiscal years, been a significant source of support for the MBTA’s 
operating deficit.  Also, in order to maintain a triple-A bond rating for transit 
special obligation bonds issued based on pledged funds in the CTF, the 
Commonwealth has been advised by its investment bankers, financial 
advisors and professional staff that it needs to maintain a “coverage ratio” 
of no less than five times the maximum annual debt service.  Finally, the 
legislation authorizing these bonds does not exempt them from the 
statutory debt limit (as is the case for the Accelerated Bridge Program 
bonds) and that statutory debt limit is projected to constrain the issuance of 
transit special obligation bonds in the five-year capital plan period. 
 
What this means is that there are limits to the amount of special obligation 
bonds that can be issued to support the MBTA’s capital program over the 
next five years.  The Commonwealth recently offered the first $450 million 
in transit special obligation bonds; that deal is expected to close today.  In 
the accompanying disclosure statement, the Commonwealth addressed the 
issue of future issuance of special obligation transit bonds and its 
relationship to maintaining debt service coverage. Consistent with the 
Commonwealth’s five-year capital plan, that document stated that the 
Commonwealth intends to issue an additional $1.4 billion in such bonds 
through the end of fiscal year 2020, for a total of $1.9 billion in special 
obligation transit bonds that the MBTA will be able to use to fund its capital 
program from FY15 through FY20. 
 
This $1.9 billion represents a major new investment in the MBTA’s capital 
program for which we are grateful, but it is important to understand that the 
planned issuance of these bonds over the next five years cannot support all 
of the $6.7 billion in projects authorized in the 2014 transportation bond bill.  
Between FY15 and FY21, the MBTA plans to spend approximately $195 
million of that sum for design, permitting and early actions on South Coast 
Rail, approximately $475 million on procurement of new Red and Orange 
Line vehicles and $63 million on the Silver Line Gateway bus rapid transit 
project.  An additional $247 million was spent through FY15 on a range of 
capital projects.  This leaves less than $1 billion in remaining special transit 
obligation bond capacity to support the remainder of the MBTA’s capital 
program over the next five years. 



And that brings me to the Green Line extension. 
 
As you know, the Green Line extension to Somerville and Medford was 
believed to be a $1.997 billion project when the Commonwealth signed a 
Full Funding Grant Agreement with the Federal Transit Administration in 
January of this year.  That Agreement caps the federal contribution to the 
project at $996 million. The Green Line extension is being procured and 
delivered using a method called Construction Manager/General Contractor 
or CMGC pursuant to 2012 legislation. Unfortunately, this summer the 
MBTA initiated the process of awarding a major contract for what was 
projected to be $391 million in work to construct the Lechmere viaduct and 
new Lechmere Station, Union Square station and spur, Washington Street 
Bridge and Washington Street station.  The CMGC bid submission priced 
this work at $889 million, more than twice the budgeted amount. The MBTA 
has therefore hit the pause button on that procurement and initiated a 
thorough re-analysis of the Green Line extension. 
 
On December 9 at a joint meeting of the MBTA Fiscal Management and 
Control Board and the MassDOT Board, staff will present a “go forward” 
strategy for the Green Line extension; as I have said repeatedly, the option 
of halting the project remains on the table until and unless we can develop 
a fiscally responsible approach to completing the project.  If the project is to 
continue, I must emphasize that the Commonwealth’s contribution may well 
need to increase beyond the $1.2 billion authorized in the 2014 
transportation bond bill and so we would be seeking additional bond 
authorization from the Legislature. The Green Line extension is an 
important investment with real economic, transportation and environmental 
benefits not just for Cambridge, Somerville, and Medford but for the 
Commonwealth.  But if the Commonwealth’s contribution is to increase, we 
need to know that there is agreement that such an increased contribution is 
supported not just by the MBTA but by the Legislature.  Without such 
legislative participation, the MBTA will not be in a position to renegotiate 
the finance plan that underlies the Full Funding Grant Agreement and 
unlocks nearly $1 billion in essential federal funding for this project. 
 


