MEMORANDUM

TO:		Governor Patrick
FROM:	Secretary Davey 
DATE:	May 27, 2014
RE:		Green Line Extension – Full Funding Grant Agreement
____________________________________________________________

OVERVIEW

As I mentioned briefly at the last Cabinet meeting, the MBTA is on schedule to complete the Federal Transit Administration’s (FTA) New Starts program by executing a Full Funding Grant Agreement (FFGA) for the Green Line this calendar year. The FFGA establishes the final project budget for the Federal Transit Administration and commits the FTA to funding up to 50% of that budget. The construction budget that will be carried in the FFGA (exclusive of finance costs) is expected to be $1.992 billion. This is an extremely conservative estimate that was developed in consultation with the FTA. I and the project team are confident that the project can actually be delivered for significantly less. Our internal target budget is $1.665 billion, but that is higher than the budget we carried in last year’s Way Forward Plan for reasons discussed below.
 
BACKGROUND

The New Starts Program is a discretionary capital program under which the FTA funds up to 50% of the capital costs of selected projects. The program has specific criteria, rules, and regulations by which projects compete for available funding. The Green Line Extension has successfully navigated through this process, and by the end of the calendar year we will execute a Full Funding Grant Agreement establishing the project budget and schedule for federal oversight purposes and committing the FTA to funding the federal share of the project. 

The budget and schedule established for the FFGA are based on FTA requirements and are extremely conservative in assessing both cost and schedule risk. Based upon the FTA’s parameters, the MBTA has estimated the project’s maximum budget as $1.835 billion and the completion date as June 2020. The FTA, however, has established the FFGA budget as $1.992 billion and the completion date as June 2021. While this will be the official published cost of the project for federal funding purposes, we are confident that the project will ultimately be delivered for a cost of $1.665 billion or less and on or before June 2020.

In January 2013, the Way Forward estimated the cost of the Green Line Extension as $1.327 billion, based on 30% design plans, unadjusted for any delays in schedule. Our cost estimate has increased from $1.327 to $1.665 billion based primarily upon four reasons: additional scope items we purposefully added to the project after the 30% design; additional information gleaned through additional design; adjustments to the contract cost budget; and additional escalated costs to account for the new date for completion of the project. 

· The additional scope items include the construction of the Community Path and enhanced drainage improvements to account for 100 year storm events. Both of these changes provide important benefits to the project and the surrounding community and advance significant administration policies. Additional scope changes were added to anticipate future growth on the Green Line (e.g., building longer station platforms to accommodate four car trains in the future).

· The items added due to additional information discovered during design development include deeper foundations for the track viaduct in Cambridge and changes in structures required based upon more extensive borings, safety improvements related to catenary pole foundations, and additional utility relocations. 

· The contract cost budget adjustments include additional project administration costs to account for the phasing of the project and its increased duration, additional fringe benefit costs associated with the use of union labor, and additional indirect labor costs for the Construction Manager/General Contractor (CM/GC) team. The additional indirect labor rates are based upon other states experiences and are subject to final negotiation between the MBTA and the CM/GC team. 

· The MBTA’s updated cost estimate includes a 20% contingency factor consistent with standard MBTA practice for a project at this level of design. The FTA, however, has assigned a 30% contingency to the project based primarily on schedule and risk factors associated with working in an active right-of-way and the first-time use of the CM/GC process. The current range of $1.835 billion to $1.992 billion are very conservative costs, estimated based upon a theoretical 100% certainty. While the FFGA figure is important to set the upper limit for the project’s budget and federal reimbursement levels, we believe that ultimately we can deliver the project for much less and ahead of the FTA’s assumed completed date of June 2021. 

[bookmark: _GoBack]As noted earlier, our internal target budget is $1.665 billion and our target completed date is on or before June 2020. We estimate that we have a high probability of achieving this budget and schedule. In fact, we have already begun taking steps to mitigate defined risks to achieve this goal. As an example, we are going to provide for mid-day shutdown of commuter rail service during GLX construction to provide a consistent 6.5 hour productive work day, while the FTA assumes no shutdown and limits the productive workday to 4.5 hours.  In addition, we have requested, and expect to receive from FTA, the authority to perform early action work to allow us to take advantage of scheduled shutdowns of the Fitchburg Line associated with the Fitchburg Line Improvement Project. Receipt of this authority will reduce both cost and schedule risk and help us to deliver the project under the budget assumed in the FFGA.

OUTREACH

We have not yet done any external outreach on this issue. Once you are satisfied with the level of information we have provided, we will work with your office to begin the process of releasing this information in advance of the execution of the Full Funding Grant Agreement. We would propose briefing Somerville Mayor Joseph Curtatone and Congressman Michael Capuano first, followed by Senator Elizabeth Warren and Senator Edward Markey, and then the state delegation and the general public. 

In releasing the information, we propose to document the reasons for the cost increase, explain the conservative nature of the FFGA budget process, and commit to achieving the much lower amount of $1.665 billion.

RECOMMENDATION 

Authorize the development of a communication plan to release this information in June 2014.
