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MBTA bond issuance met by strong investor demand.  Transaction was first on the 

Subordinated Sales Tax credit and included first-ever Sustainability Bonds. 

Bond Issuance 

• Sustainability bond produced a lower 

borrowing cost than the traditional bonds.  

• Authority raised $576 million via competitive offering on 

September 26th.  Funds will be received on October 12th. 

 

• Transaction set important precedents for both the MBTA 

and the municipal marketplace. 

• First MBTA Subordinated Sales Tax issuance 

• First tax-exempt sustainability bond in the United 

States 
 

• $301 million of Bond Anticipate Notes priced at 1.37% 

TIC*. 
 

• $275 million of longer term bonds (Sustainability and 

traditional) priced at an average of 3.61% TIC. 
 

• Sustainability Bonds met the strongest investor demand. 

• 9 banks participated in the sustainable offering 

• 8 banks participated in the traditional offering 

• Of the 8 banks that participated in both offerings, 6 

offered stronger bids on the sustainable series than 

the traditional series. 

*Note: “TIC” or Total Interest Cost is the full cost of issuance, including all ancillary fees and costs along with factors related to the time value of money. 
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• MBTA sold 5% coupon bonds with a par amount of $230 million. 

• Under then-current market conditions, investors paid $275 million for these bonds. 

• The difference between the sale price and par amount is the premium; MBTA does not pay the 
premium back to investors. 

• When accounting for the coupon payments and premium, the yield of the transaction is 3.6%. 

Traditional and Sustainability Bonds were issued with a 5% coupon rate and sold at a 

premium to par value. 

Bond Issuance 

2017 A1 / A2 Bond Sale 
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Winthrop Routes 712/713: 

New contract with Paul Revere Transportation began on July 1st 

• New operations and maintenance contract with Paul 
Revere Transportation began on July 1, 2017 

• Highlights: 

› On-Time Performance (OTP) for July and August 
averaged 82% 

› 0 mechanical failures reported thus far 

› Cost per revenue hour (ops. + maintenance) 
for July and August was $99/hr 

‒ FY17 MBTA system-wide cost was $174/hr 
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MBTA contracting with private bus 
company to run Winthrop routes 712/713  

• Winthrop service has been contracted 
out by MBTA since 1991  

• Private contractor (Paul Revere) has 
traditionally run service using own fleet 

New Contract: 

Massachusetts Regional Transit Authority (RTA) Model 

New model mirrors national best practices  
for contracted bus service 

• MBTA has provided 6 New Flyer buses to 
Paul Revere to operate and maintain 

• Service Level Agreements govern performance and maintenance 

• Paul Revere employees operate and maintain buses 

• Contract runs for 4 years with up to 2 option years  

• Fixed price contract caps costs at 2% annual growth over contract period  

Consistent with the L589 12/19 agreement, the MBTA can utilize this model for 
all expansion bus service in the future  

• Contract terms provide cost stability 

• Assets are owned by MBTA while operated and maintained by private company 

MBTA has provided 6 New Flyer Xcelsior XDE40 FT buses 
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Maintenance Requirements: 

Paul Revere Uses Daily/Weekly/Monthly Checklists Specified By OEM 

WEEKLY CHECKLIST 

DAILY CHECKLIST 

MBTA-approved mileage inspection audit 
(July 2017) 
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Market Pricing: 

Maintenance cost per revenue hour for maintaining MBTA buses 

PRIVATE 
CONTRACTOR 

INTERNALLY PROVISIONED 

*L264 Garages include all MBTA bus garages with presence of L264 members (excludes N. Cambridge Carhouse and Admin. costs) 
Note: MBTA FY16 costs include present value of fully funded pension and retiree health costs, include Everett Bus Shop, and exclude Non-
Revenue Shops and fuel; MBTA internal costs only includes a portion of total bus G&A expense and reflect pure cost only (no profit margin) 
Source: MBTA Internal Data 
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Service Performance: 

On-Time Performance (OTP) 

Monthly Average 

MBTA (All) 68% 

MBTA (Key) 76% 

Paul Revere 82% 

Note: If a bus is supposed to come every 15 minutes or less, reliability is measured as a bus departing no more than 3 minutes later the 
expected interval between buses; For buses scheduled less frequently than every 15 minutes, a bus must depart no more than 1 minute 
earlier nor 6 minutes later than the scheduled time of day.  

Avg. Weekday 
Ridership 
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Service Performance – Winthrop Routes 

Mechanical Failures in Service 

0 failures in 
service reported 

thus far 

Note: MMBF includes all MBTA bus fleet types and classes, excluding electronic trolley bus fleet at North Cambridge 
Source: MBTA Internal Data 
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Bending the Cost Curve: 

First full turnkey bus operations and maintenance contract  

Note: MBTA FY17 costs include present value of fully funded pension and retiree health costs, include Everett Bus Shop, and exclude Non-
Revenue Shops; MBTA internal costs only includes a portion of total bus G&A expense and reflect pure cost only (no profit margin) 
Source: MBTA Internal Data 

TEAMSTERS (L25) IAM (L264) ATU (L589) 


