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A high-quality transportation system is important for our quality of life and the strength of our
economy.! Our state and federal governments work together to fund the construction and
maintenance of our roads, bridges, rails, and public transit systems. In the coming months
Congress is expected to debate proposals that could destabilize this partnership. This fact sheet
examines the extent to which the Massachusetts Department of Transportation (MassDOT) and
transit agencies across the state rely on federal sources of revenue for their operations and
capital investment. It describes the federal grants that are most vulnerable to near-term budget
cuts and how larger sums of federal transportation funding could face cuts after 2020.

In general, most federal transportation funding to Massachusetts is more vulnerable to budget
cuts in the longer term than the short term. Most immediately, federal cuts could eliminate or
curtail some programs that have awarded grants to Massachusetts in the past for transportation
improvements and expansions, especially for public transit and rail. Over the longer term, a
lack of sustainable revenue for the federal transportation trust fund imperils the larger federal
support provided for Massachusetts investment in highways, transit and other construction and
repair projects.

MassDOT: Modest Operating Support, Major Reliance on Capital Funds

The Massachusetts Department of Transportation (MassDOT) oversees 9,578 miles of roads,
over 5,000 bridges, 358 miles of rail track, as well as public transit, aeronautics, and
transportation licensing and registration across the Commonwealth.2 Like other states’
transportation departments, MassDOT maintains a separate “operating budget” for operating
expenses and a larger “capital budget” for capital expenses, such as reconstructing a highway
off ramp or new train signals.? Both budgets receive federal support, but far more on the capital
side.

MassDOT Operations

MassDOT’s operating budget received $82.5 million in federal transportation support in Fiscal
Year (FY) 2016, the most recent year for which an audited financial statement is currently
available.4 These funds comprised 7 percent of the department’s total operating budget
revenues. Most of this federal operating revenue ($47.2 million) is federal grants, with the
remainder comprised of federal reimbursements for MassDOT payroll costs from federally-
funded capital projects.>
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MassDOT State and Federal Revenue for Operations FY 2016
(Total = $1.183 Billion)

Federal grants
4%

“
Other federal sources

State funds 3%
93%

Source: MassDOT, Revenue and Expense Report, “Operating Revenue and Expense,” Budget Fiscal Year 20016.

Not all federal grants received by MassDOT appear in the state budget. Some recipients are
local, regional, or quasi-public entities. Other grants are received by the Massachusetts
Transportation Trust Fund, which is controlled by MassDOT but separate from the
Commonwealth’s budget.¢ For FY 2018, Governor Baker’s budget proposal anticipates $14.8
million in federal transportation grants, the largest of which is $6.4 million to address special
transportation needs for elderly and individuals with disabilities.” Looking back at the last
twenty years of state budgets proposals in Massachusetts, the peak year for anticipated federal
transportation grant funding in the budget was $112.3 million in FY 2013.8

MassDOT Capital Investment

Federal support for transportation in Massachusetts is especially important in the
Commonwealth’s investment in capital projects. Like other states, Massachusetts has a process
to prioritize and designate funds for the most needed durable transportation investments as
part of a capital plan. The Department of Transportation’s Capital Plan for Fiscal Year 2017 is
$2.016 billion dollars, almost twice the size of its projected operating budget.® According to
MassDOT, $669.6 million of capital budget revenues are from federal sources, approximately
one-third of the revenues that support the capital budget.

MassDOT Revenue Sources for MassDOT 5-Year Capital Plan
Capital Plan, FY 2017 Revenue Sources, FY 2017-2021

Federal
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Source: MassDOT and MBTA, 2017-2021 CIP, Governor’s Five Year Capital Investment Plan, Dept. of Transportation
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Some components of MassDOT’s Capital Plan are funded mostly with federal revenues, while
others are funded fully through state sources. Some of the largest federal funding components
of the FY 2017 Capital Plan are:

e $152.0 million to repair, rehabilitate and maintain bridges?©

e  $92.0 million for reconstruction of roadways, largely municipally owned facilities!!
e  $84.9 million for the MBTA’s Green Line Extension!2

e $65.2 million to improve pavement on Interstate highways!3

Looking ahead at MassDOT'’s five-year Capital Investment Plan from FY 2017 through FY 2021,
the Commonwealth relies even more heavily on federal funding. As of June 2016, MassDOT’s
five-year capital investment plan anticipated $4.195 billion in federal support.14 The vast
majority of these funds are anticipated from the Federal Highway Administration, with smaller
grants anticipated from the Federal Transit Administration and Federal Aviation
Administration.

Transit Agencies: Strong Reliance on Federal Capital Support and Other
Programs

Federal transportation support to the Massachusetts Bay Transportation Authority (MBTA) is
overwhelmingly for investment in capital programs. As a transit provider in a large-population
urban area, the MBTA is not permitted to use most federal transit grants for operations. The
MassDOT figures cited above do not include the MBTA’s separate Capital Investment Plan
during this period.’> These future plans strongly rely on the Federal Transit Administration.
Anticipated federal sources total $3.614 billion from FY 2017 through FY 2021 -- more than half
the $6.811 billion in capital investment planned for the period.16

MBTA Revenue Sources for Five-Year Capital Plan

State
47% Federal

53%

Source: MassDOT and MBTA, 2017-2021 Capital Investment Plan

The Federal Transit Administration (FTA) provides funding to other agencies besides the MBTA.
Most of this funding is restricted for capital investments, although there are exceptions, such as for
certain kinds of preventative maintenance and for compliance with the Americans with Disabilities
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Act. The FTA annually pays grants to Regional Transit Authorities as well as the Department of
Public Utilities as part of a rail safety program. Several of the small grants MassDOT lists in its
operations budget are also funded by the FTA. In total, FTA apportionments to entities within
Massachusetts were $511.5 million in federal Fiscal Year 2016.17

Most Transportation Funding is More Vulnerable in the Long Term than
Short Term

In the short term, federal support for transportation is less vulnerable than many other budget
areas. The budget authority for most federal transportation funding was created under a multi-
year transportation law and is considered user fees dedicated for transportation. The budget
authority for federal transportation funding to states is considered “mandatory”?8 and the
Highway Trust Fund allocates most federal transportation funds by formula.’® The most recent
multi-year transportation act authorizing these funds and prescribing how they will be
allocated expires in 2020.20 Spending from the Highway Trust Fund is also exempt from
“sequestration” spending limits in the federal Budget Control Act which began in 2013.2

Over the longer term, the funding of federal transportation has been strained by Congressional
reluctance to increase the federal gas tax rate or raise other new transportation revenues.
Congressional Budget Office analysis found that federal infrastructure investment declined
from a peak of 1.03 percent of Gross Domestic Product in 1980 to 0.55 percent in 2014, the most
recent year of the study.22 Congress has not increased the main source of federal transportation
revenue, the 18.4 cent-per-gallon gas tax, since 1993. The value of this tax continues to erode
each year, already losing over 40 percent of its value from inflation. Gas tax revenues have been
further diminished by automobile fuel-efficiency improvements and a long-term slowdown in
the growth of driving miles. Congress has averted cuts to big federal transportation programs
only through a series of temporary and one-time infusions since 2008, mostly from the federal
General Fund.? The current five-year federal transportation act, which authorizes $305 billion
in federal spending,? relies on $70 billion of General Funds to make up for shortfalls in the gas
tax. These revenues are not transportation user fees and are more vulnerable to federal cuts.?

In the meantime, the federal funding most vulnerable to cuts will be “discretionary” grant
programs, which are subject to annual Congressional approval. President Trump proposed to
cut these appropriations from $18.6 billion to $16.2 billion, a 12.7 percent decline in his budget
outline.?¢ The proposes cuts to Amtrak and to cut the Transportation Investment Generating
Economic Recovery (TIGER) program, which has made $154.4 million in awards to
Massachusetts since 2009.2” The President’s proposes also to approve no new grants for the
Capital Investment Grants programs for expanding and improving public transit capacity.2
Massachusetts has received grants from these competitive programs in the past and the lack of
this funding source would make it more difficult to launch large new transit expansion and
improvement projects in the future.
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October 2016.
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