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HOUSE OF REPRESENTATIVES, May 18, 1998

The committee on Ways and Means, to whom was referred the
Bill providing for an accelerated transportation development and
improvement program for the Commonwealth (House, No. 5432),
reports, in part, recommending that the accompanying bill (House,
No. 5529) ought to pass.

For the committee,

PAUL R. HALEY.
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QTtjc Commontoealtf) of itlassactiuscttsi

In the Year One Thousand Nine Hundred and Ninety-Eight

An Act relative to establishing the commonwealth’s financing

OBLIGATIONS TO THE MASSACHUSETTS BAY TRANSPORTATION
AUTHORITY ON A CONTEMPORANEOUS BASIS.

1 Whereas, The deferred operation of this act would tend to
2 defeat its purpose, which is to immediately provide for the con-
-3 temporaneous financing of the Massachusetts bay transportation
4 authority and to retire commonwealth obligations to said
5 authority, therefore it is hereby declared to be an emergency
6 law, necessary for the immediate preservation of the public
7 convenience.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. To provide for the financing of the common-
-2 wealth’s share of operating and contract assistance to the
3 Massachusetts bay transportation authority on a contemporaneous
4 basis, and to effectuate structural financing reforms needed to
5 make said authority self-sufficient, the sum set forth in section 2is
6 hereby made available for the purposes and subject to the condi-
-7 tions specified in this act, subject to the provisions of law regu-
-8 lating the disbursement of public funds and approval thereof.

EXECUTIVE OFFICE FOR TRANSPORTATION AND CONSTRUCTION.
6005-1986 For the purpose of establishing the commonwealth’s share of

financing for the Massachusetts bay transportation
authority on a contemporaneous basis, the state treasurer
is hereby authorized to make payments to said authority
from the amount authorized herein for amounts due
the authority for the net cost of service, as defined by sec-
tion lof chapter 161 A of the General Laws, and for com-
muter rail assistance, for fiscal year 1998 and for prior

1 SECTION 2.
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fiscal years; provided, that any amounts paid from this
item shall not exceed actual amounts due said authority
for the retirement of temporary notes of the authority and
its working capital needs, as certified by the state comp-
troller; and provided further, that said notes shall be
retired in fiscal year 1999 325,000,000

1 SECTION 3. Notwithstanding any general or special law to the
2 contrary, to establish the commonwealth’s share of Massachusetts
3 bay transportation authority financing on a contemporaneous
4 basis, and to remedy cash deficiencies incurred by the common-
-5 wealth from said authority’s reliance on treasurer cash advances
6 pursuant to section 13 of chapter 161 A of the General Laws, the
7 comptroller is hereby authorized and directed to transfer as of
8 June 30, 1999, from the Highway Capital Projects Fund to the
9 General Fund, an amount equivalent to the amounts so advanced

10 by the treasurer to the authority on behalf of the commonwealth
11 and the cities and towns; provided that amounts paid shall
12 not exceed actual amounts advanced as certified by the state
13 comptroller.

1 SECTION 4. To meet the expenditures necessary in carrying
2 out the provisions of sections 2 and 3 of this act, the state trea-
-3 surer shall, upon the request of the governor, issue and sell bonds
4 of the commonwealth in an amount to be specified by the
5 governor from time to time but not exceeding, in the aggregate,
6 the sum of $675,000,000. All bonds issued by the commonwealth
7 pursuant to this section shall be designated on their face as pur-
-8 suant to the MBTA Financing Act of 1998, and shall be issued for
9 a term, not exceeding 20 years, as the governor may recommend

10 to the General Court pursuant to Section 3 of Article LXII of the
11 amendments to the Constitution of the Commonwealth; provided
12 however, that all such bonds shall be payable not later than
13 June 30, 2024. Bonds issued pursuant to this section shall not be
14 included in the computation of outstanding direct bonds for
15 the purposes of the limit imposed by the second paragraph of sec-
-16 tion 60A of chapter 29 of the General Laws, nor the limit imposed
17 by section 608 of chapter 29. All interest and payments on
18 account of principal of such obligations shall be payable from the
19 Highway Fund and shall, notwithstanding any other provisions of
20 this act, be general obligations of the Commonwealth.
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21 Any bond issued for the purposes of said section 3 shall not
22 exceed at the time of issuance the amount needed to amortize the
23 then remaining liability of the commonwealth to the Highway
24 Capital Projects Fund resulting from the transfer authorized by
25 section 3 and as reflected on the amortization schedule then in
26 effect as required by section 7; provided further, that said sum of
27 $675,000,000 and the authorization to borrow up to said amount
28 shall be correspondingly reduced by the amount of any amortiza-
-29 tion payments previously made to said Highway Capital Projects
30 Fund at the time of said issuance and as reflected on said amorti-
-31 zation schedule.

1 SECTION 5. The state treasurer may borrow from time to time
2 on the credit of the commonwealth such sums as may be neces-
-3 sary for the purpose of meeting payments authorized in section 2
4 of this act and may issue and renew from time to time notes of the
5 commonwealth thereof bearing interest payable at such time and
6 at such rates as shall be fixed by the state treasurer. The notes
7 shall be issued and may be renewed one or more times for such
8 terms, not exceeding one year as the governor may recommend to
9 the General Court in accordance with Section 3of Article LXII of

10 the amendments to the Constitution of the Commonwealth. All
11 interest and payments on account of principal of such obligations
12 shall be payable from the Highway Fund.

1 SECTION 6. To the extent the commonwealth experiences
2 a cash deficiency due to the transfer authorized pursuant to sec-
-3 tion 3, the state treasurer may borrow from time to time, up to the
4 amount of the unamortized liability owed by the commonwealth
5 to the Highway Capital Projects Fund authorized by section 3, on
6 the credit of the commonwealth such sums as may be necessary to
7 ensure sufficient cash for operations of the commonwealth and
8 may issue and renew from time to time notes of the common-
-9 wealth thereof bearing interest payable at such time and at such

10 rates as shall be fixed by the state treasurer. The notes shall be
11 issued and may be renewed one or more times for such terms, not
12 exceeding one year as the governor may recommend to the
13 General Court in accordance with Section 3of Article LXII of the
14 amendments to the Constitution of the Commonwealth. All
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15 interest and payments on account of principal of such obligations
16 shall be payable from the Highway Fund.

1 SECTION 7. The comptroller is hereby authorized and directed
2 to establish not later than March 1, 1999 a ten year level-funded
3 schedule of payments that shall be projected to amortize the lia-
-4 bility in the Highway Capital Projects Fund that is created by the
5 transfer to the General Fund authorized pursuant to section 3. The
6 comptroller shall file an updated amortization schedule based on
7 the amount actually transferred not later than July 31, 1999; pro-
-8 vided, that said schedule and any updates thereof shall fully amor-
-9 tize said liability by July 1, 2009,

1 SECTION 8. For the purpose of establishing the common-
-2 wealth’s share of financing the Massachusetts bay transportation
3 authority on a contemporaneous basis, the treasurer, in consulta-
-4 tion with the secretary of administration and finance, the comp-
-5 troller and the general manager of the Massachusetts bay
6 transportation authority, shall take all steps necessary to retire,
7 defease or otherwise repay the temporary notes of said authority
8 used to finance the commonwealth’s obligations to said authority
9 commencing with the notes due in September, 1998, and con-

-10 eluding with the notes due in February, 1999. The treasurer shall
11 use the bond authorization in section 2or other financing mecha-
-12 nism that is consistent with said purpose to commence said repay-
-13 ment, after which said authority’s ability to issue notes shall be
14 limited to the provisions of section 12A of chapter 161 A of the
15 General Laws as added by section 14 of this act for the remainder
16 of fiscal year 1998,

1 SECTION 9. Section ICVi of Chapter 29 of the General Laws,
2 as appearing in the 1996 Official Edition, is hereby amended in
3 clause (C) by striking the words “forty percent” and inserting in
4 place thereof the words: — 32 percent.

1 SECTION 10. Said chapter 29 of the General Laws, as
2 appearing in the 1996 Official Edition, is hereby amended by
3 inserting after section 2QQ a new section:—
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4 Section 2RR. There is hereby set up on the books of the com-
-5 monwealth a separate fund to be known as the Massachusetts Bay
6 Transportation Authority State and Local Contribution Fund.
7 There shall be credited to the fund all moneys received by the
8 commonwealth equal to one per cent of the gross receipts of a sale
9 as defined by the provisions of chapter 64H and one per cent of

10 the sales price of a purchase as defined by the provisions of chap-
-11 ters 641 from that portion of the tax imposed under the provisions
12 of said chapters 64H and 641 as excises upon the sale and use at
13 retail of tangible property or of services, and upon the storage, use
14 or other consumption of tangible property or services, including
15 interest thereon or penalties. Annual receipts into said fund on
16 account of any fiscal year shall be deemed to meet the full obliga-
-17 tion of the commonwealth to said authority for such year.
18 Amounts in the fund shall be held by the state treasurer or his
19 designee as trustee and not on account of the commonwealth, and
20 the state treasurer is hereby authorized and directed to disburse
21 amounts in the fund to the Massachusetts Bay Transportation
22 Authority, without further appropriation, upon the request, from
23 time to time, of the general manager of said authority. The
24 authority shall first set aside sufficient amounts to meet debt ser-
-25 vice payments or other payments due under financing obligations,
26 including, without limitation, leases, reimbursement obligations or
27 interest exchange agreements, for which the commonwealth has
28 pledged its credit or contract assistance or is otherwise liable. Any
29 remaining amount shall be available for expenditure by the
30 authority for any lawful purpose, including without limitation
31 payment of debt service on debt obligations issued by the
32 authority. The authority may pledge said remaining amounts as
33 security for debt of the authority.
34 In order to increase the marketability of any bonds or notes of
35 said authority which may be secured by or payable from amounts
36 held in said fund, the sums to be credited to said fund as aforesaid
37 are hereby impressed with a trust for the benefit of said authority
38 and the holders from time to time of any such bonds or notes, and,
39 in consideration of the acceptance of payment for any such bonds
40 or notes, the commonwealth covenants with the purchasers and all
41 subsequent holders and transferees of any such bonds or notes that
42 while any such bond or note shall remain outstanding, and so long
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43 as the principal of or interest on any such bond or note shall
44 remain unpaid, the sums to be credited to said fund as aforesaid
45 shall not be diverted from the purposes identified herein and, so
46 long as such sums are necessary, as determined by the authority in
47 accordance with any applicable trust agreement, bond resolution
48 or credit enhancement agreement, for the purposes for which they
49 have been pledged, the rates of the excises imposed by said chap-
-50 ters 64H and 641 shall not be reduced below one per cent of the
51 gross receipts of a sale as defined in said chapter 64H or below
52 one per cent of the sales price of a purchase as defined by said
53 chapter 641.

1 SECTION 11. Section lof chapter 161 A of the General Laws,
2 as appearing in the 1996 Official Edition, is hereby amended by
3 adding after the word “rentals” in line 22 thereof the following
4 words;—

, required deposits to reserves held under trust agree-
-5 ments or resolutions securing bonds, notes or credit enhancement
6 obligations of the authority.

1 SECTION 12. Section 12 of chapter 161 A of the General Laws,
2 as appearing in the 1996 Official Edition, is hereby amended by
3 striking the third paragraph.

1 SECTION 13. Said chapter 161 Aof the General Laws, as
2 amended by section 11 of this act, is hereby further amended by
3 striking said section 12.

1 SECTION 14. Said chapter 161A, as so appearing, is hereby
2 amended by striking section 12A and inserting in place thereof the
3 following words;—
4 Section 12A. (a) The authority may issue temporary notes
5 under this section (i) to fund temporary cash deficiencies, or (ii) in
6 anticipation of future revenues. The authority shall consult with
7 the finance advisory board established by section 97 of chapter 6
8 prior to the sale of any such notes as to the timing and terms
9 thereof.
10 (b) The notes issued under this section shall be payable on or
11 before December 31 of the year following their issue. Such notes
12 shall be general obligations of the authority.
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13 (c) Notes issued under this section shall be secured by a trust
14 agreement by and between the authority and a corporate trustee,
15 which may be any trust company or bank having the powers of a
16 trust company within the commonwealth. Such trust agreement
17 may contain such provisions for protecting and enforcing the
18 rights and remedies of the noteholders as may be reasonable and
19 proper and not in violation of law, including covenants and nega-
-20 tive covenants in relation to the financial operations of the
21 authority and to the custody, safeguarding and application of all
22 moneys received by or for the account of the authority. It shall be
23 lawful for any bank or trust company incorporated under the laws
24 of the commonwealth to act as depository of note proceeds or
25 other funds under such trust agreement and to furnish such indem-
-26 nifying bonds or to pledge such securities as may be required by
27 the authority. Such trust agreement may set forth the rights and
28 remedies of the noteholders and the trustee and may restrict the
29 individual right of action by noteholders. In addition to the fore-
-30 going, such trust agreement may contain such other provisions as
31 the authority may deem reasonable and proper for the security of
32 the noteholders. All expenses incurred in carrying out the
33 provisions of such trust agreement may be treated as current
34 expenses of the authority and shall not be subject to clause (i) of
35 section five.

1 SECTION 15. Said chapter 161 A of the General Laws, as so
2 appearing, is hereby amended by striking section 13.

1 SECTION 16. Section 23 of said chapter 161 A of the General
2 Laws, as appearing in the 1996 Official Edition, is hereby
3 amended by inserting, in line 58, before the first sentence of the
4 sixth paragraph, the following two sentences:— Bonds issued by
5 the authority may be general obligations of the authority or may
6 be secured by a pledge of any revenues, receipts or other assets or
7 funds of the authority, or any combination of the foregoing, all as
8 may be determined by the authority. In connection with the
9 issuance of bonds, the authority may enter into additional security,

10 insurance or other forms of credit enhancement which may be
11 secured on a parity or subordinate basis with the bonds.
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1 SECTION 17. Chapter 205 of the acts of 1996 is hereby
2 amended by striking sections 2K, 21 and 22 in their entirety.

1 SECTION 18. To the extent that funds paid to the Massa-
-2 chusetts bay transportation authority pursuant to section 2RR of
3 chapter 29 of the General Laws, as added by section 10 of this act,
4 are insufficient in any year to meet the debt service or other pay-
-5 ment obligations of the authority in connection with debt or other
6 financing obligations of the authority, including, without limita-
7 tion, leases, reimbursement obligations or interest exchange
8 agreements, issued or entered into prior to July 1, 1999 in respect
9 of which the commonwealth has pledged its credit or is otherwise

10 liable, the commonwealth shall remain liable for the payment of
11 such obligations to the same extent as before the enactment of
12 this act.

1 SECTION 19. Notwithstanding the provisions of any general or
2 special law to the contrary, the debt of the Massachusetts bay
3 transportation authority issued after July 1, 1999 shall receive no
4 guaranty, pledge, or support from the commonwealth other than
5 that specified in the above sections.

1 SECTION 20, Notwithstanding the provisions of chapter 161 A
2 of the General Laws relative to the assessment of cities and towns
3 for the net cost of service of the Massachusetts bay transportation
4 authority, the commonwealth shall assess the cities and towns so
5 assessed on account of the calendar year 1997 net cost of service
6 at a rate of 102.5% of the previous year’s assessment for each
7 such city and town and deposit the moneys collected from said
8 assessment into the Massachusetts Bay Transportation Authority
9 State and Local Contribution Fund for disbursement to the

10 authority at the request of its general manager. All assessments
11 made under this section shall be made as provided in section 20 of
12 chapter 59.

1 SECTION 21. During fiscal year 1999, the Massachusetts
2 bay transportation authority shall not incur an operating defi-
-3 ciency greater than $727,216,548 as projected in the fiscal
4 year 1999 budget approved by the authority’s advisory board on
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5 April 15, 1998; provided, that said amount shall not include
6 the costs of collective bargaining agreements entered into after
7 May 1, 1998 for fiscal year 1998 and fiscal year 1999.

1 SECTION 22. During fiscal year 1999, the Massachusetts bay
2 transportation authority shall not issue more than $400,000,000
3 in long term debt backed by the full faith and credit of the
4 commonwealth.

1 SECTION 23. During fiscal year 1999, the Massachusetts bay
2 transportation authority shall not expend more than $225,000,000
3 in total bond or debt-financed capital projects.

1 SECTION 24. There is hereby established a task force on for-
-2 ward funding the Massachusetts bay transportation authority
3 which shall develop a detailed plan for establishing common-
-4 wealth financing obligations to said authority on a contempora-
-5 neous basis and ensuring the ability of said authority to manage its
6 operations and capital program on a self-financing basis. Said task
7 force shall consist of the secretary of administration and finance,
8 the chairmen of the house and senate committees on ways and
9 means, and the house and senate chairmen of the joint committee
10 on transportation.
11 Said task force shall consider and make recommendations
12 relative to, but not limited to, the following matters:
13 (a) the capacity of dedicated sales tax revenues and other
14 revenues available to said authority to finance the ongoing oper-
-15 ating and capital requirements of said authority, including the
16 costs of debt service owed by the commonwealth on behalf of said
17 authority and debt service owed by said authority on its own
18 behalf;
19 (b) measures necessary to maximize the self-source revenues of
20 the authority;
21 (c) the identification of substantive and technical amendments
22 to the enabling act of the authority, bond authorization acts and
23 other laws and regulations needed to promote the self-sufficiency
24 of said authority;
25 (d) the funding level and structure of financial reserves the
26 authority shall maintain as a self-sufficient entity;
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27 (e) identification of all outstanding financial obligations of the
28 commonwealth to the authority, including but not limited to debt
29 service and leases; and
30 (f) the development of a revised assessment structure that shall
31 be fair and equitable to the communities serviced by the authority
32 which shall commence no later than fiscal year 2000 and control
33 the total level of assessments to not more than their fiscal
34 year 1999 levels, adjusted for inflation.
35 Said task force shall file a report of its recommendations, with
36 accompanying legislation, no later than December 1, 1998, with
37 the governor, the president of the senate, the speaker of the house
38 of representatives, the general manager of said authority and the
39 clerks of the house of representatives and the senate. Said legisla-
-40 tion shall be presented in a comprehensive and technically per-
-41 fected form that shall promote its passage by June 30, 1999.
42 The comptroller, the treasurer-receiver general of the common-
-43 wealth, the state auditor, the secretary of the executive office of
44 transportation and construction, and the general manager of said
45 MBTA are hereby authorized and directed to provide technical
46 assistance to said task force as needed and requested.

1 SECTION 25. Sections 12 and 14 of this act shall be effective
2 October 1, 1998. Sections 9, 10, 11, 13, 15, and 16 of this act shall
3 be effective July 1, 1999. The remaining sections shall be effec-
-4 tive upon its passage.
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