MTA ANNUAL DISCLOSURE STATEMENT UPDATE
(2017 ADS Third Quarterly Update)
March 12, 2018
This Metropolitan Transportation Authority (“MTA”) Annual Disclosure
Statement Update (including Attachment A hereto, “Third Quarterly Update”) is dated
March 12, 2018, is the third quarterly update to the Annual Disclosure Statement (“ADS”)
of MTA, dated April 28, 2017, as supplemented June 22, 2017 and July 5, 2017, and as
further supplemented by the first quarterly update (the “First Quarterly Update”) dated
August 14, 2017 and the second quarterly update (the “Second Quarterly Update”) dated
November 17, 2017, and contains information only through its date. MTA expects to file
this Third Quarterly Update with the Municipal Securities Rulemaking Board on its
Electronic Municipal Market Access system and may incorporate such information herein
by specific cross-reference. Such information, together with the complete February Plan
hereinafter referred to, is also posted on the MTA website under “MTA Info – Financial
Information” at www.mta.info. No statement on MTA’s website or any other website is
included by specific cross-reference herein. All of the information in this Third Quarterly
Update is accurate as of its respective date. MTA retains the right to update and
supplement specific information contained herein as events warrant.
The factors affecting MTA’s financial condition are complex. This Third Quarterly
Update contains forecasts, projections, and estimates that are based on expectations and
assumptions, which existed at the time they were prepared, and contains statements
relating to future results and economic performance that are “forward-looking statements”
as defined in the Private Securities Litigation Reform Act of 1995. Such statements
generally are identifiable by the terminology used, such as “plan,” “expect,” “estimate,”
“budget,” “project,” “forecast,” “anticipate” or other similar words. The forward looking
statements contained herein are based on MTA’s expectations and are necessarily
dependent upon assumptions, estimates and data that it believes are reasonable as of the
date made but that may be incorrect, incomplete, imprecise or not reflective of future
actual results. Forecasts, projections and estimates are not intended as representations of
fact or guarantees of results. The achievement of certain results or other expectations
contained in such forward-looking statements involve known and unknown risks,
uncertainties and other factors that may cause actual results, performance or achievements
described to be materially different from any future results, performance or achievements
expressed or implied by such forward-looking statements. Except as set forth in the
preceding paragraph, MTA does not plan to issue any updates or revisions to those
forward-looking statements if or when its expectations change or events occur that change
the conditions or circumstances on which such statements are based. These forwardlooking statements speak only as of the date of this Third Quarterly Update.
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Introduction
This update, dated March 12, 2018 (the “Third Quarterly Update”), is the third quarterly
update to the Annual Disclosure Statement (“ADS”) of the Metropolitan Transportation
Authority (“MTA”), dated April 28, 2017, as supplemented June 22, 2017 and July 5, 2017, and
as further supplemented by the first quarterly update (the “First Quarterly Update”) dated
August 14, 2017 and the second quarterly update (the “Second Quarterly Update”) dated
November 17, 2017. This Third Quarterly Update contains information only through March 12,
2018, and should be read in its entirety, together with the ADS as so previously updated and
supplemented. Capitalized terms not otherwise defined herein have the meanings ascribed to
them in the ADS.
In this Third Quarterly Update, readers will find:
1.

A summary of recent events and changes to MTA’s 2018-2021 Financial Plan
released by MTA in February 2018, made since the date of the ADS, to reflect
provisions of the 2018 MTA February Financial Plan presented to, and approved
by, the MTA Board on February 22, 2018 (the “February Plan”). The complete
February Plan is posted on MTA’s website under “MTA Info – Financial
Information – Budget and Financial Statements” at www.mta.info. No statement
on MTA’s website or any other website is included by specific cross-reference
herein. The updated information reflected in the February Plan includes revised
projections for fiscal years 2017 through 2021.

2.

Attachment A to this Third Quarterly Update, which presents the MTA February
Plan in tabular form and includes Financial Plan tables that summarize MTA’s
February Plan for fiscal year 2016 (actual), final estimate for 2017 and projected
receipts and expenditures for fiscal years 2018 through 2021, in each case
prepared by MTA management.

The November Plan
The November Plan, which was approved by the Board in December 2017, projected
small cash balances through 2019, with deficits of $352 million in 2020 and $643 million in
2021. The November Plan reflected: $1.14 billion in lower real estate revenues since the 2017
adopted budget, an average annual decline of $229 million; proposed 4 percent fare/toll increases
in 2019 and 2021, consistent with previous plans; annual recurring cost savings targets
increasing from $214 million in 2018 to $418 million in 2021; the use of some reserves to offset
expenses; and a fully funded Subway Action Plan.

2

Changes to the November Plan
Consistent with the MTA budget process and, as presented in tabular form in
Attachment A, the July and November Plans are formatted to highlight for the Board (and other
stakeholders) certain policy actions and other adjustments. Until these items have been approved
by the Board, MTA excludes their financial impact from the “Statement of Operations” (see
Attachment A at page II-3, also referred to as “the baseline”). Instead, these items are captured
individually, and in total, on the “Plan Adjustments” page that follows the Statement of
Operations (see Attachment A at page II-4). These Plan Adjustments are also referred to as
being “below-the-baseline”. Analyzed together, the Statement of Operations and Plan
Adjustments tabular presentations in Attachment A produce the cash balance and gap
projections captured above.
With Board approval secured at the February meeting, certain of these Plan Adjustments
are now included within February Plan Agency and MTA-wide Statements of Operations (they
have been moved to within the baseline). These re-categorizations had no impact on the bottom
line and are explained below under “Additional Information” in this Third Quarterly Update.
The February Plan also captures baseline changes that were not included in the
November Plan:
New York State Subsidy – The Governor’s State Fiscal Year 2018 Executive Budget
released on January 16, 2018, as amended (the “Executive Budget”), would, if enacted by the
Legislature as proposed, increase State fiscal year-over-year operating support to MTA by $334
million, and includes $254 million to fulfill the Governor’s proposal to fund half the cost of the
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Subway Action Plan (as defined and described in the Second Quarterly Update). Overall funds
levels as proposed, however, are lower than MTA management assumptions included in the
November Plan and discussed in the Second Quarterly Update. The State appropriation to MTA
for Metropolitan Mass Transportation Operating Assistance (“MMTOA”) would be $19 million
higher than the previous State fiscal year, but in the November Plan MTA had assumed growth
of $80 million, resulting in a $61 million shortfall. The February Plan reflects the Executive
Budget MMTOA appropriation. MTA has also modified its MMTOA forecasts for 2019 through
2021 to reflect the latest projections provided by the State Division of Budget; this change
reduces projected MMTOA receipts from the November Plan by $133 million in 2019, $138
million in 2020 and $135 million in 2021. The Executive Budget also does not include the
restoration of $65 million of PMT Replacement funding that was assumed in the November Plan.
The State Division of Budget has, however, expressed the intention to provide $65 million in
additional capital funding in 2018, allowing MTA to re-program $65 million of projected MTA
pay-as-you-go (“PAYGO”) resources to operating needs. The State has made no commitment to
the restoration of funds beyond 2018. The February Plan assumes the full restoration of PMT
Replacement funding for 2019 through 2021. Other differences from MTA assumptions in the
November Plan include the appropriations for MTA Aid, which is $4 million lower, and the
appropriation for the Petroleum Business Tax, which is $8 million higher. The combined impact
of the Executive Budget, if enacted as proposed, and the MMTOA adjustments on MTA
operating budget and February Plan are detailed below:
Projected New York State Executive Budget Impacts to MTA
(in millions)
2018

2019

2020

2021

Metropolitan Mass Transportation Operating
Assistance (MMTOA)
Petroleum Business Tax
MTA Aid Trust Account Revenues

($61)
8
(4)

($133)
0
0

($138)
0
0

($135)
0
0

Total Impact

($57)

($133)

($138)

($135)

Subway Action Plan – In December, the MTA Board-approved budget for 2018 assumed
the Subway Action Plan would be fully funded by both the State and the City of New York,
further stating, “Recommended changes to the scope of the Subway Action Plan in the February
Plan [will] be made to match available funding, as well as authorization to make corresponding
changes to the Budget.” As noted above, the Executive Budget proposes $254 million in funding
intended to cover half of the operating expenses and $174 million to cover half of the capital
funding of the original Subway Action Plan. In January, the MTA Board, in response to its
request for alternative reductions in other areas to advance a fully funded Subway Action Plan,
was presented with expense reallocations; those alternatives included extensive service cuts, for
which no Board support has been received. On February 1, 2018, the City of New York’s 2019
preliminary budget was released, and did not include funding for the Subway Action Plan.
Reflecting this shortfall in funding, MTA is recommending a phase-in of the Subway Action
Plan to match available funding from the State, prioritizing the elements most critical to reducing
delays and improving service reliability. The principal change from the original Subway Action
Plan is delaying the hiring of additional workers, relying on improved internal efficiencies.
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Debt Service Savings – Advance refundings of outstanding MTA bonds undertaken in
December 2017 resulted in net debt service savings of $161 million over the February Plan
period that are captured in the baseline financial plan. In addition, $1.7 billion of capital cash
balances will be drawn down in lieu of additional bonding in 2018, which will generate $252
million in debt service savings over the February Plan period. These savings are captured belowthe-baseline.
Other Technical Adjustments – The February Plan includes timing and other minor
technical adjustments impacting expenses and subsidies that have been incorporated into the
baseline, including the item highlighted below, as well as others that are detailed further in
individual Related Entity sections in the full February Plan.
Contracts have been settled for the vast majority of represented employees at MTA New
York City Transit, MTA Bus, MTA Staten Island Railway and the commuter railroads with
terms that include a commutation pass benefit. As a result, and as reflected in Related Entity
reconciliation tables included in the February Plan, the cross-agency billing between MTA New
York City Transit and the commuter railroads, for the estimated value of these passes, has been
discontinued. This change will have no impact on MTA consolidated bottom line financial plan.
February Plan Summary
The purpose of the February Plan is to incorporate Board-approved MTA adjustments on
a consolidated basis in the November Plan into the Related Entities’ financial plan baseline
budgets and forecasts. It also establishes a 12-month allocation of the 2018 adopted budget for
financials, utilization and positions, which will be compared with actual results. Unlike the July
Plan and the November Plan, the February Plan does not include any new proposals or
programs.
The February Plan reflects a phase-in of the Subway Action Plan to match available
funding. It also captures subsidy forecasts that are lower than those projected in the November
Plan. On the positive side, the February Plan captures favorable 2017 results at MTA Bridges
and Tunnels as well as projected debt service savings from advance refunding transactions
undertaken in December 2017 and the draw-down of capital cash balances in lieu of additional
bonding. The February Plan also captures minor timing and other technical adjustments to MTA
and Related Entity forecasts.
The February Plan includes funding for a phased-in Subway Action Plan and funds all of
the other programs that were included in the November Plan. Year-ending cash positions have
changed from the November Plan. The February Plan is projecting year-end cash balances of
$118 million in 2017, $9 million in 2018 and $4 million in 2019, with projected cash deficits of
$403 million in 2020 and $602 million in 2021. The February Plan notes that, new sources of
operating or acceleration of State/City capital funding will be necessary to reduce these out-year
deficits.
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The following February Plan Adjustments remain below-the-baseline and therefore are
not captured within Related Entity baseline forecasts in the financial plan:
Fare and Toll Increase in March 2019 – A $321 million annualized consolidated farebox
and toll increase is assumed for implementation in March 2019, and is estimated to yield 4%, for
an additional $274 million in 2019 and $323 million in both 2020 and 2021. Factoring in MTA
Bus, MTA Staten Island Railway and MTA Bridges and Tunnels adjustments included in
“Subsidy Impacts of the 2019 Fare/Toll Increase” (see Attachment A at page II-4), the net
increase to MTA is $263 million in 2019, $313 million in 2020, and $314 million in 2021, which
is unchanged from the estimate in the November Plan.
Fare and Toll Increase in March 2021 – A $336 million annualized consolidated farebox
and toll increase is assumed for implementation in March 2021, and is estimated to yield 4%, for
an additional $286 million in 2021. Factoring in the MTA Bus, MTA Staten Island Railway and
MTA Bridges and Tunnels adjustments included in “Subsidy Impacts of the 2019 Fare/Toll
Increase” (see Attachment A at page II-4), the net increase to MTA is $276 million in 2021,
which is unchanged from the estimate in the November Plan.
MTA Efficiencies – To Be Implemented – MTA is committed to continuing its program of
identifying efficiencies that result in overall recurring savings for the organization. In the 2017
July Plan, MTA successfully identified and captured savings of $89 million in 2017 and 2018,
$97 million in 2019, $110 million in 2020 and $124 million in 2021. Accordingly, MTA
increased savings targets last July by $150 million in 2018 with incremental $50 million per year
increases in the savings target thereafter, growing to $300 million in 2021. In the November
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Plan, MTA identified additional savings of $27 million in 2017, $14 million per year for 2018
through 2020, and $15 million in 2021. Unidentified savings targets remaining are $214 million
in 2018, $309 million in 2019, $388 million in 2020 and $418 million in 2021. MTA efficiencies
that remain below-the-line are intended to reduce future deficits and will be incorporated into
Related Entity baseline financial plans as they are developed. While these targets will be harder
to achieve, MTA management remains committed to meeting them and is in the process of
identifying savings to meet its 2018 target. When combined with savings programs that have
already been implemented, meeting these targets would increase the level of annual savings to
$2.3 billion per year by 2021.
Policy Actions
State Capital Funding Reprogrammed for Operating Needs – The State Division of
Budget has expressed the intention to provide $65 million in additional capital funding this year,
allowing MTA to re-program $65 million of PAYGO for operating needs.
Restoration of PMT Replacement Funds – The $65 million restoration of PMT
Replacement funding assumed in the July Plan and November Plan was not included in the
Executive Budget. The State Division of Budget has given no commitment to the restoration of
funds beyond 2018. MTA will continue to negotiate with the State for the full restoration of the
PMT Replacement funding and the February Plan assumes its full restoration for 2019 through
2021.
GASB 45 OPEB Fund Reserves - Suspend Planned Contributions – Planned
contributions to the GASB 45 OPEB reserves have been suspended (providing financial plan
benefit of $100 million over the February Plan period).
MTA Bridges and Tunnels Necessary Reconstruction - Suspend Planned Contributions –
Planned contributions to the MTA Bridges and Tunnels Necessary Reconstruction Reserve Fund
have been suspended (providing financial plan benefit of $213 million over the February Plan
period).
Phased-In Subway Action Plan:
•

Remove Subway Action Plan from MTA New York City Transit Baseline Financial
Plan: The February Plan includes all of the projected costs and funding assumptions
of the phased-in Subway Action Plan. Since the projected operating expenses
associated with the Subway Action Plan are also included in the MTA New York City
Transit baseline financial plan, this entry is necessary to eliminate a double-count.

•

Subway Action Plan – Operating Costs: The February Plan captures the projected
operating expenses associated with implementing the phased-in Subway Action Plan.

•

Pre-Funding of 2017 Capital Expenses: The operating budget temporarily funded
2017 capital costs that are expected to be paid back from the Capital Program in
2018.

7

•

Additional State Funding for Subway Action Plan: The February Plan captures the
value of Subway Action Plan funding included in the Executive Budget and includes
the reimbursement for MTA’s advance funding in 2017 and early 2018.

•

Drawdown/Redeposit GASB 45 OPEB Reserves: Reserves were required to provide
advance cash-flow funding of the Subway Action Plan in 2017. Funds are assumed to
be restored in 2018 upon the reimbursement from the State.

MTA Re-Estimates
Favorable 2017 MTA Bridges and Tunnels Results - Operating results (audited) were $28
million better than projected in the November Plan, reflecting higher toll revenue and lower
operating expenses.
Drawdown on Cash Balances in Lieu of Issuing Bonds – As mentioned above under subheading “Debt Service Savings”, $1.7 billion of capital cash balances will be drawn down in lieu
of additional bonding in 2018, which will generate $252 million in debt service savings over the
February Plan period.
Additional Information
The following February Plan adjustments derived from the July Plan and the November
Plan have been incorporated into the baseline forecast of the February Plan:
Policy Actions from the July 2017 Plan – To address unfavorable changes, most notably
the reduction in real estate transaction tax revenue, the July Plan included the following
adjustment:
•

Drawdown of 2017 MTA General Reserve – Draw down $135 million of the $155
million in MTA’s 2017 general reserve.

Policy Actions from the November 2017 Plan – In addition to the July Plan policy action
noted above, the November Plan included the following actions:
•

Drawdown of GASB 45 OPEB Reserves – The $149 million GASB 45 OPEB
Reserve is being used to fund 2017 and early 2018 portions of the Subway Action
Plan until reimbursement is received from the State or other stakeholders, and then is
projected to be used to offset operating expenses in 2018.

•

Drawdown Remaining 2017 General Reserve – The remaining $20 million from the
2017 MTA general reserve will also be used in advance of reimbursement for the
Subway Action Plan, and then is projected to be applied to offset 2018 operating
expenses.

Challenges Going Forward
Challenges and risks facing MTA in implementing the February Plan goals include:
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Secure new sustainable funding for operations and capital. The February Plan assumes
projected fare and toll increases of 4% in each of 2019 and 2021 and aggressive cost cutting, yet
still projects deficits of $403 million in 2020 and $602 million in 2021. Without additional
recurring revenue or substituting MTA capital funding with accelerated State and City of New
York capital funding, the revenue shortfall in the February Plan will impact MTA’s ability to
service additional debt. The February Plan includes MTA funded capital expenditures of
approximately $9.6 billion, reflecting the projected use of non-bond proceeds of $1.7 billion in
2018 with another $7.9 billion of new Transportation Revenue Bonds over the remaining
February Plan period. The new debt is projected to increase debt service in 2019 by nearly $90
million growing to $250 million in 2020, $400 million by 2021 and approximately $470 million
by 2022. For the February Plan years 2020 and 2021, new debt service represents nearly 65% of
the total projected February Plan deficit.
Secure full funding for the Subway Action Plan. The full implementation of the Subway
Action Plan will provide critical and measurable improvements to the performance of the
subway system and in the quality of service provided to MTA New York City Transit customers.
MTA has received a commitment from Governor Cuomo for the State of New York to fund half
of the Subway Action Plan’s cost. As noted above, in the absence of an additional funding
commitment to fully fund the Subway Action Plan, the February Plan was adjusted
commensurate with available funding.
Biennial fare and toll increases. While MTA management will continue to work to
control costs, combined fares and tolls only cover approximately half of operating costs and a
little more than a third of total costs, including capital costs. Moreover, many costs are
dependent on pricing factors beyond MTA’s direct control (e.g., energy, health and welfare and
pensions). If projected fare and toll increases are not implemented, MTA’s financial situation
will quickly deteriorate as revenue will not keep pace with inflation and other cost growth.
Achieve cost reduction targets. Efforts to reduce costs will continue, but it becomes
increasingly challenging as many of the previously identified opportunities to achieve cost
savings have been realized. Unidentified savings targets are $214 million in 2018, $309 million
in 2019, $388 million in 2020, and $418 million in 2021.
Increased investments in maintenance/operations and customer experience
enhancements. MTA management’s challenge is to continue maintaining and improving
operations, even as ridership growth has put more demands on aging infrastructure, including
MTA New York City Transit’s 113-year old subway system.
General economic conditions. The finances of MTA are highly influenced by economic
factors. Passenger and toll revenues, dedicated taxes and subsidies (including real estate
transaction tax revenue), debt service, pensions and energy costs are all impacted by the health of
the national and regional economies. If the economic assumptions reflected in the February Plan
are not realized, the February Plan projected results could be adversely affected.
Potential impact of changes in federal law. MTA’s finances are also influenced by
federal public transportation funding levels and provisions and by federal tax law. The
Presidential administration and Congress are currently considering budgetary and programmatic
changes in law relating to federal public transportation and infrastructure finance. Enacted
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federal tax reform includes changes in personal and corporate tax rates and deductions, which
adversely impact MTA’s opportunities for federal tax exempt financing, particularly the
prohibition of advance refundings for debt service savings effective in 2018. The limitation of
itemized deductions for state and local income and property taxes to $10,000, may also adversely
impact the New York region’s real estate market and levels of MTA real estate related tax
subsidies. Although MTA management is monitoring federal legislative activity, at this time it is
not possible to assess the financial or programmatic impacts upon MTA’s finances of current
federal proposals and enacted tax law changes.
Potentially higher interest rates than forecast. Since 2008, MTA has benefitted from
historically low interest rates. In December 2015, the Federal Open Markets Committee
(“FOMC”) increased the federal funds rate for the first time since late 2008, by a quarter point to
a target range of 0.25% to 0.50%. This increase has been followed by additional quarter point
increases in December 2016, March 2017, June 2017 and finally to 1.50% in December 2017.
The FOMC continues to expect that, with gradual adjustments in the stance of monetary policy,
economic activity and labor market conditions will lead inflation to stabilize around the FOMC’s
2 percent objective. While the February Plan includes interest rate assumptions in line with the
FOMC’s recent actions and policy statements on future actions, a sudden and unexpected
increase in economic activity may result in inflationary growth beyond the FOMC’s inflation
target, which in turn could lead to a further increasing of the federal funds rate. Such an increase
could lead to an increase in interest rates for MTA capital borrowing which are higher than
projected in the February Plan.
Management Changes
Andrew Byford assumed the position of President of MTA New York City Transit in
January, 2018. He formerly served as Chief Executive Officer of the Toronto Transit
Commission.
Helene Fromm was appointed Chief of Staff of MTA. Previously, Ms. Fromm served as
Acting General Counsel to MTA.
Thomas J. Quigley, Esq., previously a lawyer in private practice, was appointed General
Counsel to MTA.
Finally, Catherine Rinaldi was named President of MTA Metro-North Railroad. Ms.
Rinaldi has over fifteen years of experience with MTA and most recently served as Acting
President of MTA Metro-North Railroad.
Recent Litigation
A putative class action lawsuit was filed in the Southern District of New York on
February 16, 2018 (Farina v. MTA, TBTA, Transworld Systems, Inc. and Conduent)(“Farina”).
MTA Bridges and Tunnels and MTA were served on February 21, 2018.
The representative plaintiff in Farina alleges that the $100.00 violation fee allegedly
imposed for each toll violation at MTA’s bridges and tunnels is excessive and defendants’ fee
policies, practices and collection methods are illegal and unconstitutional because they allegedly
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violate the Eighth Amendment; the Procedural and Substantive Due Process clauses of the
United States Constitution; Section I, Article 5 and the Equal Protection clause of the New York
State Constitution; and the Fair Debt Collection Practices Act. Defendants are also alleged to
have committed deceptive business practices in violation of New York General Business Law
§§349-350, unjust enrichment and tortious interference with E-ZPass agreements.
The representative plaintiff on behalf of a putative class of persons and entities who have
E-ZPass accounts or received a Tolls by Mail bill and have been assessed a fee (with certain
limited exceptions) seeks declaratory and injunctive relief invalidating the fees and defendants’
policies, practices and collection methods and payment of restitution to the class; disgorgement
of ill-gotten gains; punitive, treble, statutory and exemplary damages; and attorneys’ fees.
Putative class action lawsuits were also filed in the Southern District of New York on
February 20, 2018 (Gardner v. MTA, TBTA, Port Authority of New York and New Jersey,
Allianceone Receivables Management, Inc. and Conduent) (“Gardner”) and on March 5, 2018
(Troiano v. MTA, TBTA, Port Authority of New York and New Jersey, New York State Thruway
Authority, Transworld Systems, Inc., Allianceone Receivables Management, Inc. and Conduent)
(“Troiano”). MTA and MTA Bridges and Tunnels were served in Gardner on March 6, 2018,
but have not yet been served in Troiano.
The allegations regarding MTA and MTA Bridges and Tunnels are substantially the same
in all three actions, except that Gardner and Troiano also allege that the $50.00 administrative
fee for misuse of an E-ZPass tag is excessive and improper. MTA Bridges and Tunnels and
MTA are vigorously defending all three actions.
Rating Action
On March 12, 2018, S&P Global Ratings downgraded MTA's Transportation Revenue
Bonds from “AA-” to “A+”, under its Mass Transit Enterprise Ratings criteria.
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Attachment A to MTA Annual Disclosure Statement
Third Quarterly Update
March 12, 2018
MTA February Plan
This Attachment A to the 2017 ADS Third Quarterly Update sets forth MTA February Plan
in tabular form and includes Financial Plan tables that summarize MTA’s February Plan for fiscal
year 2016 (Actual), Final Estimate for 2017 and projected receipts and disbursements for fiscal years
2018 (Final Proposed Budget) through 2021, in each case prepared by MTA management. The
complete February Plan is posted on MTA’s website under “MTA Info – Financial Information –
Budget and Financial Statements” at www.mta.info. No statement on MTA’s website or any other
website is included by specific cross-reference herein.

