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Credit Profile

US$122.675 mil assess bnds ser 2016A due 07/01/2046
Long Term Rating AAA/Stable New

Massachusetts Bay Transp Auth, Massachusetts
Massachusetts
Massachusetts Bay Transp Auth (Massachusetts) assess bnds st revolv funds / pools
Long Term Rating AAA/Stable Affirmed

Rationale

S&P Global Ratings has assigned its 'AAA' rating to Massachusetts' assessment bonds series 2016A issued for the
Massachusetts Bay Transportation Authority (MBTA), and affirmed its 'AAA' rating on MBTA's outstanding

assessment bonds. The outlook is stable.
The 2016A bonds will be issued to refund a portion of the outstanding 2008A assessment bonds.

The ratings are based on our long-term municipal pool criteria as a pool of assessments from 175 member
communities and debt service reserve funds (DSRFs) that provide additional over-collateralization secure payment on
the bonds.

The 'AAA' ratings reflect our opinion of the following:

» A very strong enterprise risk profile, which includes the effects of the adjustment given for geographic
concentration;

* An extremely strong financial risk profile, reflecting its loss coverage score (LCS), operating performance, and
financial policies; and

» A one-notch positive adjustment due to both the ability of the cash flows to withstand a default rate much higher
than the one needed to support an extremely strong LCS and a pledged assessment payment mechanism that
generally ensures timely payments.

Because we view securitizations backed by pools of public-sector assets as highly sensitive to country risk, the rating
on the securitization is capped at two notches above the sovereign. However, no specific sovereign default stress is

applied, given the U.S. sovereign rating is '"AA+'.

The bonds are secured by assessments levied on 175 member towns, surplus revenues released after debt service is
paid on MBTA's sales tax bonds, and pledged reserve funds. Under the enabling act, neither assessments nor sales
taxes can be reduced or diverted, and neither is subject to annual appropriation. Total assessment bonds outstanding

were $720 million as of June 2016.
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We view the enterprise risk profile of the program as very strong, based on the combination of the low industry risk
profile for municipal pools and the program's market position, which we consider extremely strong. The MBTA was
created in 1964 as a political subdivision of the commonwealth. It finances and operates mass transportation facilities
within its territory and, to a limited extent, beyond. Debt service coverage (DSC) generated each year effectively
creates a large equity position, in our view, since each year the large amount of pledged revenues (assessments and
excess sales tax revenues after payment of debt service on MBTA's sales tax bonds) that are collected far exceed
annual debt service payments, and those excess payments remain with the authority to be used for operations or any
other authority purpose. In addition, explicit statutory language exists for state support of debt service, if needed,
through a local aid intercept mechanism. The local aid intercept is available in the event of nonpayment by a
community, although there are other competing programs that also have the ability to intercept state aid (e.g.,
Massachusetts Clean Water Trust and Massachusetts Water Resources Authority). The very strong enterprise risk
profile includes the effects of applying an adjustment for geographic concentration since the MBTA's service area

serves one metropolitan area.

We view the financial risk profile of the program as extremely strong, based on the combination of the extremely

strong LCS, extremely low default and delinquency rate, and adequate management policies.

Annual assessments are levied on municipalities in the MBTA service area, which are primarily used to pay debt
service on assessment bonds. The assessments were guaranteed to equal approximately $136 million annually since
fiscal year 2006, and, as per the enabling act, escalate annually at the lesser of the previous year's inflation rate or
2.5%. For fiscal 2016, the MBTA collected a total of $162.9 million in assessments; for fiscal 2017, it estimates the
assessment to be about $164 million. Coverage of maximum annual debt service (MADS) from the minimum statutory

amount of $136 million is 1.9x, while coverage of 2017 expected revenues to MADS will be 2.3x.

The presence of a debt service reserve (DSR) totaling about $28 million also helps support credit quality, in our view. A
DSR equal to 50% of the lesser of 10% of the original net proceeds from the sale of such series, 125% of average
annual debt service for such series, or MADS must be maintained. To the extent that the amount on deposit in the

DSREF is less than the DSRF requirement, the MBTA is required to restore the amount on deposit in that fund.

The level of over-collateralization resulting from assessments, excess sales tax revenues after payment of sales tax

bond debt service, and the DSRF is consistent with an extremely strong LCS.

We believe the MBTA's financial policies and practices are adequate. Assessments are paid monthly, and the local aid
intercept can be used any time that assessments are not paid in full to the authority. The authority has a five-year
capital improvement plan (CIP) that management updates annually. The authority has its own investment policy, and

management reviews investment reports no less than monthly.

Management has also indicated that there have been no assessment defaults or delinquent payments.

Program and assessment bond characteristics
MBTA is the oldest and fifth-largest transit system in the country, operating subway, bus, and commuter rail service
throughout eastern Massachusetts. Created in 1964, the MBTA is a political subdivision of the commonwealth. A

board of five directors is appointed by the governor and manages the MBTA. Directors are appointed to four-year
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terms. The board appoints a general manager and other officers. An advisory board consists of a representative of each

of the cities and towns paying assessments.

The MBTA is responsible for an estimated 1.3 million passenger trips every business day and operates over 421 miles
of rapid-transit rail routes. It owns more than 1,000 buses, which cover routes totaling 763 miles. Commuter rail
service runs between Boston and 134 outlying rail stations. In addition, the MBTA provides a broad range of other
passenger services, including commuter boats. The territorial area of the MBTA includes 175 cities and towns directly
or indirectly receiving service. The service area is primarily the greater Boston MSA, extending north to the New
Hampshire border, west to Worcester, and south into Providence, R.I. The MBTA currently employs approximately

5,200 full-time and about 600 part-time employees, most of whom are represented by one of 29 labor unions.

The five largest assessments are as follows: Boston (51% of assessments), Cambridge (6%), Newton (3%), Brookline
(3%), and Somerville (3%).

Under both the assessment bond and sales tax bond trust agreements, surplus revenues released from either the
assessment bond or sales tax bond flow of funds are available to fund shortfalls in either trust agreement prior to
remittance to the MBTA. Additionally, under the enabling act, neither revenue stream can be reduced or diverted and
neither is subject to annual appropriation. As mentioned above, a local aid intercept is available in the event of
nonpayment by a community, although there are other competing programs that also have the ability to intercept state
aid (e.g., Massachusetts Clean Water Trust and Massachusetts Water Resources Authority), and the priority of the

intercept has never been legally determined.

Management has indicated that it has no current plans to issue additional assessment bonds within the timeframe of
the MBTA's 2017-2021 $6.8 billion CIP. An additional bonds test requires that the assessment floor amount of $136
million must equal at least 1.2x MADS, and the sum of the assessment floor amount plus the residual sales tax must be
at least 1.5x MADS.

Outlook

The stable outlook reflects our expectation that assessments, excess sales tax collections, and reserve funds will

continue to provide over-collateralization consistent with the rating level.

Downside scenario

Barring any significant deterioration in assessment collections or additional unforeseen and large debt plans secured
by assessments, we do not foresee the rating or outlook changing within the two-year outlook horizon, especially given
the importance of the MBTA's functions and the large equity positions created from excess revenues that are pledged
to bondholders, namely assessments and excess sales tax revenues, after debt service is paid on the authority's sales

tax bonds.
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Related Criteria And Research

Related Criteria

» USPF Criteria: U.S. Public Finance Long-Term Municipal Pools, March 19, 2012

» USPF Criteria: Methodology: Definitions And Related Analytic Practices For Covenant And Payment Provisions In
U.S. Public Finance Revenue Obligations, Nov. 29, 2011

 Criteria: Use of CreditWatch And Outlooks, Sept. 14, 2009

» Methodology And Assumptions For Ratings Above The Sovereign--Single-Jurisdiction Structured Finance, May 29,
2015

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such criteria.
Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings information is
available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings affected by this rating action can
be found on the S&P Global Ratings public website at www.standardandpoors.com. Use the Ratings search box

located in the left column.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JULY 8, 2016 5

1671443 | 300001294



Copyright © 2016 by Standard & Poor's Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval
system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for
the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitalig.com
(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.standardandpoors.com/usratingsfees.

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JULY 8, 2016 6

1671443 | 300001294



	Research:
	Rationale
	Program and assessment bond characteristics

	Outlook
	Downside scenario

	Related Criteria And Research
	Related Criteria



