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2 Broadway
New York, NY 10004
212 878-7000 Tel

w Metropolitan Transportation Authority

State of New York

July 26, 2017

Chairman and Members of the Board
Metropolitan Transportation Authority

I hereby submit the Comprehensive Annual Financial Report (“CAFR”) of the Metropolitan
Transportation Authority (“MTA,” the “Authority”) prepared by the Comptroller’s Office for the
year ended December 31, 2016. Responsibility for both the accuracy of the enclosed data and the
completeness and fairness of the presentation, including all disclosures, rests with the MTA. |
believe that the data as presented is accurate in all material respects and that the information is
presented in a manner designed to set forth fairly the financial position and results of operations of
the MTA in accordance with generally accepted accounting principles.

Operating Budget

The MTA employs a robust multi-year financial planning process. The plan for itself and its affiliates
and subsidiaries is updated throughout the year in order to enable all such entities to maintain their
respective operations on a self-sustaining basis. MTA Financial Plans provide a framework for
financial and debt management of the operating and capital budgets.

Budgetary Controls - The MTA maintains budgetary procedures in order to ensure compliance with
the annual operating budgets approved by the MTA Board. It is the responsibility of each office to
administer its operation in such a manner as to ensure that the use of funds is consistent with the
goals and programs authorized by the Board and that approved levels are not exceeded.

MTA budgeting is a rigorous and thorough process that begins in the spring and culminates with the
passage of the Budget in December. In the course of a year, MTA prepares a February, July and
November Financial Plan, and the Financial Plan Adoption Materials in December. In addition to
the existing year, each Plan requires Agencies to prepare four-year projections which include the
upcoming and three future calendar years.

The July Financial Plan presents actual results from the previous year, a revised forecast of the
current year’s finances, a preliminary presentation of the following year’s proposed budget, and a
three-year reforecast of out-year finances. This Plan may include a series of gap-closing proposals
necessary to maintain a balanced budget and actions requiring public hearings. The Mid-Year
Forecast is allocated over the period of 12 months and becomes the basis upon which monthly results
are compared for the remainder of the year. After stakeholders weigh in and the impact of new
developments and risks are quantified, a November Plan is prepared, which is an update to the July
Financial Plan. The November Plan includes actual results from the previous year, a revised current
year forecast, the finalization of the proposed budget for the upcoming year, and projections for the
three out-years. In December, the November Plan is updated to capture further developments, risks
and actions that are necessary to ensure budget balance, which is ultimately presented to the MTA
Board for review and approval. Finally, in the February Plan or Adopted Budget, the below-the-
line policy issues are moved into the baseline and technical adjustments are made. The current year

-4 -



Metropolitan Transportation Authority Comprehensive Annual Financial Report for the Years Ended December 31, 2016 and 2015

(Adopted Budget) is allocated over a period of 12 months and becomes the basis upon which
monthly results are compared until it is replaced by the 12-month allocation of the Mid-Year
Forecast.

The plans include detailed assumptions of revenues, expenditures and subsidies as well as utilization
of services on a consolidated basis and updates on the capital programs. The Financial Plan also
contains budget information for the subsidiaries and affiliates. Every Financial Plan also addresses
debt service and its key debt structuring elements, which are reviewed and approved by the Board.

To the best of my knowledge, all disclosures necessary to enable the reader to gain an understanding
of the MTA’s financial affairs have been included. Additional information is contained in the
Management’s Discussion and Analysis beginning on page 12.

Capital Budget

The MTA also employs a robust multi-year capital program planning process. The MTA is required
by statute to develop a five-year capital plan for review and approval by the Capital Program Review
Board (“CPRB”). Each five-year plan identifies the capital projects and funding sources. CPRB
Members are appointed by the Governor. Formal revisions to a capital plan may be submitted to
the CPRB as needed. The Triborough Bridge and Tunnel Authority (“TBTA”) is not required to
seek approval from CPRB for its Capital Program. The MTA (including TBTA) develops a five-
year capital plan informed by a strategic Twenty-Year Capital Needs Assessment which identifies
needs to achieve and then maintain a state of good repair and supports long-term service goals. As
a member of the New York Metropolitan Transportation Council, the MTA also participates in the
Regional Transportation Plan which sets the region’s transportation agenda for the next twenty-five
years. MTA and TBTA regularly report progress on the capital plans to the MTA Board.

Updates regarding operations, the operating budget and capital plans are presented to the MTA
Committees and Board monthly.

The Reporting Entity

The MTA is a public benefit corporation and the largest public transportation provider in the
Western Hemisphere. It was chartered by the New York State Legislature in 1968. Its agencies serve
15 million people spread over 5,000 square miles from New York City through Long Island,
southeastern New York State, and Connecticut. MTA agencies move more than 2.7 billion rail and
bus customers a year.

The MTA is governed by a Board consisting of a Chairman and 16 other voting Members, two non-
voting Members and four alternate non-voting Members, all of whom are appointed by the
Governor, with four recommended by New York City’s mayor and one each by the county
executives of Nassau, Suffolk, Westchester, Dutchess, Orange, Rockland, and Putnam counties.
(Members representing the last four counties cast one collective vote). The six non-voting seats are
held evenly by members of the Permanent Citizens Advisory Committee (“PCAC”), which serves
as a voice for users of MTA transit and commuter facilities, and by representatives of organized
labor. All voting and non-voting Members are confirmed by the New York State Senate.

The following table shows the legal and popular names of the MTA operating agencies:

Legal Name: Popular Name:
New York City Transit Authority MTA New York City Transit
Staten Island Rapid Transit Operating Authority MTA Staten Island Railway
The Long Island Rail Road Company MTA Long Island Rail Road
Metro-North Commuter Railroad Company MTA Metro-North Railroad
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Legal Name: Popular Name:
Triborough Bridge and Tunnel Authority MTA Bridges and Tunnels
MTA Capital Construction Company MTA Capital Construction
MTA Bus Company MTA Bus

For financial reporting purposes, the above agencies are combined with MTA Headquarters for the
consolidated financial statements because the oversight boards of each agency consist of the same
members.

Accounting

Management of the MTA is responsible for establishing and maintaining an internal control structure
to ensure that the assets of the MTA are protected from loss, theft, or misuse, and ensure that
adequate accounting data are compiled to allow for the preparation of financial statements in
conformity with generally accepted accounting principles. Because the cost of internal control
should not exceed anticipated benefits, the objective of the controls is to provide reasonable, rather
than absolute, assurance that the financial statements are free of any material misstatements.

Basis of Accounting - The MTA prepares its financial statements using the accrual basis of
accounting. The activities of the MTA are similar to those of proprietary funds of local jurisdictions
and are therefore reported in conformity with governmental accounting and financial reporting
principles issued by the Governmental Accounting Standards Board (“GASB”).

Independent Audit

The accounting firm of Deloitte & Touche LLP performed the annual audit of the Consolidated
Financial Statements of the MTA in accordance with auditing standards generally accepted in the
United States of America. The report of the independent auditors on the Consolidated Financial
Statements of the MTA is included in the Financial Section of this CAFR.

Awards

The Government Finance Officers Association (“GFOA”) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the MTA for its comprehensive annual report for the year ended
December 31, 2015. This was the 22nd consecutive year the MTA received this award. In order to
be awarded a Certificate of Achievement, a government or government agency must publish an
easily readable and efficiently organized comprehensive annual financial report. This report must
satisfy both generally accepted accounting principles and applicable legal requirements. A
Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.

Acknowledgments

The preparation of the comprehensive annual financial report on a timely basis was made possible
by the dedicated service of the entire staff of the Comptroller’s Office. Each member of the office
has our sincere appreciation for the contributions made in the preparation of this report.

Sincerely,

Robert E. Foran, Chief Financial Officer
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INDEPENDENT AUDITORS’ REPORT

To the Members of the Board of
Metropolitan Transportation Authority

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated statements of net position of the Metropolitan Transportation
Authority (the “MTA”), a component unit of the State of New York, as of December 31, 2016 and 2015, and the
related consolidated statements of revenues, expenses and changes in net position and consolidated cash flows for the
years then ended, and the related notes to the consolidated financial statements, which collectively comprise the
MTA’s consolidated financial statements as listed in the table of contents.

Management’ s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of the
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the MTA’s preparation and
fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purposes of expressing an opinion on the effectiveness of the MTA’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated net position of the MTA as of December 31, 2016 and 2015, and the respective changes in the
consolidated net position and consolidated cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.



Emphasis of Matters

As discussed in Note 1 to the consolidated financial statements, the MTA is a component unit of the State of New
York. The MTA requires significant subsidies from, and has material transactions with, the City of New York, the
State of New York, and the State of Connecticut, and depends on certain tax revenues that are economically sensitive.
Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion
and Analysis on pages 12 through 32, the Schedule of Changes in the MTA’s Net Pension Liability and Related Ratios
for the Single Employer Pension Plans on page 129, the Schedule of the MTA’s Proportionate Share of Net Pension
Liabilities of Cost-Sharing Multiple-Employer Pension Plans on page 130, the Schedule of the MTA’s Contributions
for All Pension Plans on pages 131-132, and the Schedule of Funding Progress for the MTA Postemployment Benefit
Plan on page 137 be presented to supplement the consolidated financial statements. Such information, although not a
part of the consolidated financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the consolidated financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the consolidated financial statements, and
other knowledge we obtained during our audits of the consolidated financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient evidence
to express an opinion or provide any assurance.

Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the MTA’s consolidated financial statements.
The Schedule of Consolidated Reconciliation Between Financial Plan and Financial Statements, Schedule of
Consolidated Subsidy Accrual Reconciliation Between Financial Plan and Financial Statements, Schedule of Financial
Plan to Financial Statements Reconciliation, Introductory Section and Statistical Section are presented for the purposes
of additional analysis and are not a required part of the consolidated financial statements.

The Schedule of Consolidated Reconciliation Between Financial Plan and Financial Statements, Schedule of
Consolidated Subsidy Accrual Reconciliation Between Financial Plan and Financial Statements, and Schedule of
Financial Plan to Financial Statements Reconciliation, are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the consolidated financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the consolidated financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the consolidated financial statements or to the consolidated
financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, such supplementary information is fairly stated, in all
material respects, in relation to the consolidated financial statements as a whole.

The Introductory Section and Statistical Section have not been subjected to the auditing procedures applied in the
audit of the consolidated financial statements, and accordingly, we do not express an opinion or provide any assurance
on them.

W t Touche LLP

June 30, 2017
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
AS OF AND FOR THE YEARS DECEMBER 31, 2016 AND 2015
($ In Millions, except as noted)

OVERVIEW OF THE CONSOLIDATED FINANCIAL STATEMENTS
Introduction

This report consists of five parts: Management’s Discussion and Analysis (“MD&A”), Consolidated Financial
Statements, Notes to the Consolidated Financial Statements, Required Supplementary Information, and
Supplementary Information.

Management’s Discussion and Analysis

This MD&A provides a narrative overview and analysis of the financial activities of the Metropolitan
Transportation Authority and its consolidated subsidiaries and affiliates (the “MTA” or “MTA Group”) as of
and for the years ended December 31, 2016 and 2015. For financial reporting purposes, the subsidiaries and
affiliates of the MTA are blended component units. This management discussion and analysis is intended to
serve as an introduction to the MTA Group’s consolidated financial statements. It provides an assessment of
how the MTA Group’s position has improved or deteriorated and identifies the factors that, in management’s
view, significantly affected the MTA Group’s overall financial position. It may contain opinions, assumptions,
or conclusions by the MTA Group’s management that must be read in conjunction with, and should not be
considered a replacement for, the consolidated financial statements.

The Consolidated Financial Statements

The Consolidated Statements of Net Position, which provide information about the nature and amounts of
resources with present service capacity that the MTA Group presently controls (assets), consumption of assets
by the MTA Group that is applicable to a future reporting period (deferred outflow of resources), present
obligations to sacrifice resources that the MTA Group has little or no discretion to avoid (liabilities), and
acquisition of assets by the MTA Group that is applicable to a future reporting period (deferred inflow of
resources) with the difference between assets/deferred outflow of resources and liabilities/deferred inflow of
resources being reported as net position.

The Consolidated Statements of Revenues, Expenses and Changes in Net Position, which provide information
about the MTA’s changes in net position for the period then ended and accounts for all of the period’s revenues
and expenses, measures the success of the MTA Group’s operations during the year and can be used to
determine how the MTA has funded its costs.

The Consolidated Statements of Cash Flows, which provide information about the MTA Group’s cash receipts,
cash payments and net changes in cash resulting from operations, noncapital financing, capital and related
financing, and investing activities.

Notes to the Consolidated Financial Statements

The notes provide information that is essential to understanding the consolidated financial statements, such as
the MTA Group’s accounting methods and policies, details of cash and investments, employee benefits, long-
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term debt, lease transactions, future commitments and contingencies of the MTA Group, and information about
other events or developing situations that could materially affect the MTA Group’s financial position.

Required Supplementary Information

The required supplementary information provides information about the changes in the net pension liability,
employer contributions, actuarial assumptions used to calculate the net pension liability, historical trends, and
other required supplementary information related to the MTA Group’s cost-sharing multiple-employer and
single-employer defined benefit pension plans as required by provisions for pensions under GASB Statement
No. 68.

The Schedule of Funding Progress provides information concerning the MTA Group’s progress in funding its
obligation to provide pension benefits and postemployment benefits to its employees.

Supplementary Information

The supplementary information provides a series of reconciliations between the MTA Group’s financial plan
and the consolidated statements of revenues, expenses and changes in net position.

FINANCIAL REPORTING ENTITY

The Metropolitan Transportation Authority (“MTA” or “MTA Group”) was established under the New York
Public Authorities Law and is a public benefit corporation and a component unit of the State of New York
whose mission is to continue, develop, and improve public transportation and to develop and implement a
unified public transportation policy in the New York metropolitan area. The financial reporting entity consists
of subsidiaries and affiliates, considered component units of the MTA, because the Board of the MTA serves
as the overall governing body of these related entities.

MTA Related Groups
The following entities, listed by their legal names, are subsidiaries (component units) of the MTA:

e Metropolitan Transportation Authority Headquarters (“MTAHQ”) provides support in budget, cash
management, finance, legal, real estate, treasury, risk and insurance management, and other services to
the related groups listed below.

e The Long Island Rail Road Company (“MTA Long Island Rail Road”) provides passenger
transportation between New York City (“NYC”) and Long Island.

e Metro-North Commuter Railroad Company (“MTA Metro-North Railroad”) provides passenger
transportation between NYC and the suburban communities in Westchester, Dutchess, Putham, Orange,
and Rockland counties in New York State (“NYS”) and New Haven and Fairfield counties in
Connecticut.

e Staten Island Rapid Transit Operating Authority (“MTA Staten Island Railway”) provides passenger
transportation on Staten Island.

e  First Mutual Transportation Assurance Company (“FMTAC”) provides primary insurance coverage for
certain losses, some of which are reinsured, and assumes reinsurance coverage for certain other losses.
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e MTA Capital Construction Company (“MTA Capital Construction”) provides oversight for the
planning, design and construction of current and future major MTA system-wide expansion projects.

e MTA Bus Company (“MTA Bus”) operates certain bus routes in areas previously served by private bus
operators pursuant to franchises granted by the City of New York.

e MTAHQ, MTA Long Island Rail Road, MTA Metro-North Railroad, MTA Staten Island Railway,
FMTAC, MTA Capital Construction, and MTA Bus, collectively are referred to herein as MTA. MTA
Long Island Rail Road and MTA Metro-North Railroad are referred to collectively as the Commuter
Railroads.

The following entities, listed by their legal names, are affiliates (component units) of the MTA:

e New York City Transit Authority (“MTA New York City Transit”) and its subsidiary, Manhattan and
Bronx Surface Transit Operating Authority (“MaBSTOA”), provide subway and public bus service
within the five boroughs of New York City.

e Triborough Bridge and Tunnel Authority (“MTA Bridges and Tunnels”) operates seven toll bridges,
two tunnels, and the Battery Parking Garage, all within the five boroughs of New York City.

CONDENSED CONSOLIDATED FINANCIAL INFORMATION AND CONDENSED
CONSOLIDATED FINANCIAL INFORMATION

The following sections discuss the significant changes in the MTA Group’s financial position as of and for the
years ended December 31, 2016 and 2015. An analysis of major economic factors and industry trends that have
contributed to these changes is provided. It should be noted that for purposes of the MD&A, the information
contained within the summaries of the consolidated financial statements and the various exhibits presented were
derived from the MTA Group’s consolidated financial statements.

Total Assets and Deferred Outflows of Resources, Distinguishing Between Capital Assets, Other Assets and
Deferred Outflows of Resources

Capital assets include, but are not limited to: bridges, structures, tunnels, construction of buildings and the
acquisition of buses, equipment, passenger cars, and locomotives.

Other assets include, but are not limited to: cash, restricted and unrestricted investments, State and regional
mass transit taxes receivables, and receivables from New York State.

Deferred outflows of resources reflect: changes in fair market values of hedging derivative instruments that are
determined to be effective, unamortized loss on refunding, and deferred outflows from pension activities.

December 31, Increase
(In'millions) 2016 2015 2014 2016 - 2015 2015 - 2014
Capital assets — net (see Note 6) $ 64518 $ 61,410 $ 59,060 $ 3,108 $ 2,350
Other assets 9,268 9,153 8,502 115 651
Deferred outflows of resources 3,832 2,185 1,066 1,647 1,119

Total assets and deferred outflows of resources $ 77618 § 72,748 % 68628 % 4870 $ 4,120
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Infrastructure

21%

Capital Assets,

December 31, 2016

Land 0%

Other 20%

Construction work-
in-progress 25%

Buildings and
structures 17%

Bridges and
Tunnels 4%
Buses
2%

Passenger cars and
locomotives 11%

Net

December 31, 2015

Land 0%
Other 20%

Construction work-
in-progress 24%

Infrastructure

Buildings and
21%

structures 18%

Bridges and
Tunnels 3%
Buses
2%

Passenger cars and
locomotives 12%

Correction of Prior Year Financial Statements - The discussions and financial information presented herein
for the year ended December 31, 2015 have been revised for the effects of the errors identified by MTA in its
previously reported Consolidated Financial Statements as of and for the year ended December 31, 2015. See
further information regarding the correction of these errors in Note 17 to the MTA’s Consolidated Financial
Statements included elsewhere herein.

Significant Changes in Assets and Deferred Outflows of Resources Include:

December 31, 2016 versus December 31, 2015

Net capital assets increased at December 31, 2016 by $3,108 or 5.1%. This increase is attributable to
net increases in other capital assets of $761, infrastructure for $655, construction work-in-progress of
$3,307, buildings and structures for $354, bridges and tunnels for $121, buses for $217, passenger cars
and locomotives for $99. The increases were offset by a net increase in accumulated depreciation of
$2,406. Some of the more significant projects contributing to the net increase included:

— Continued progress on the East Side Access, Second Avenue Subway and Number 7 Extension

Project.

— Infrastructure work including:

o Repairs and improvements of all MTA Bridge and Tunnels’ facilities.

o Improvements to MTA Long Island Railroad’s road-assets, replacement of signal power lines,
various right-of-way enhancements and upgrades of radio communications.

o Continued improvements to MTA Metro-North Railroad stations, tracks and structures, power

rehabilitation of substations, and security.
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o Subway and bus real-time customer information and communications systems.
o Continued structural rehabilitation and repairs of the ventilation system at various facilities.

— Continued improvements made to the East River Tunnel Fire and Life Safety project for 1 Avenue,
Long Island City and construction of three Montauk bridges.

— Continued passenger station rehabilitations for Penn Station and East Side Access Passenger
station.

— Ongoing work by MTA New York City Transit to make stations fully accessible and structurally
reconfigured in accordance with the Americans with Disability Act (“ADA”) standards.

e Other assets increased by $115 or 1.3%. This increase was mainly due from an increase in cash of $278
from net cash flow activities. Current and non-current receivables decreased by $43 primarily from a
reserve for uncollectible insurance recoveries of $100 offset by increases in receivables from Federal
and State grants for capital projects of $85 and other subsidies of $60. Investments decreased by $92
primarily from the termination of MTA Bridges and Tunnels sale-leaseback agreement of subway cars.
There was net decrease in various other assets of $28.

o Deferred outflows of resources increased by $1,647 or 75.4%. This increase was primarily due from
higher deferred outflows related to pensions of $1,392 due to changes in the actuarially determined
calculations for the pension plans related to changes in certain actuarial assumptions and the difference
between expected and actual earnings on plan investments. In addition, deferred outflows for
unamortized losses on refundings increased by $342, offset by a decrease in the fair value of derivative
instruments of $87.

December 31, 2015 versus December 31, 2014

o Net capital assets increased at December 31, 2015 by $2,350. This increase is attributable to net
increases in construction work-in-progress of $1,339, infrastructure for $999, buses for $492, buildings
and structures for $681, other capital assets for $872, passenger cars and locomotives for $155, bridges
and tunnels for $161, and land for $9. Those increases were offset by a net increase in accumulated
depreciation of $2,431 and an adjustment of a prior year account balance recorded to beginning net
position in 2015 of $73 (see Note 17 to the consolidated financial statements). Accordingly, all
discussions and financial information presented affected by these corrections have been restated in the
2015 consolidated financial statements. Some of the more significant projects contributing to the net
increase included:

— Continued progress on the East Side Access, Second Avenue Subway and Number 7 Extension
Project.

— Infrastructure work including:

o Repairs and improvements continued at three facilities, namely Robert F. Kennedy Bridge, the
Bronx-Whitestone Bridge, and the VVerrazano-Narrows Bridge;

o Subway customer information and station accessibility improvements; and

o Ventilation system upgraded and installed at various facilities.
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— Continued improvements made to the East River Tunnel Fire and Life Safety project for 1% Avenue,
Long Island City and construction of three Montauk bridges.

— Continued passenger station rehabilitations for Penn Station and East Side Access Passenger
station. Various signal and communication projects incurred by the MTA New York City Transit.
Rehabilitation of 70 stations, provision of full Americans with Disability Act (“ADA”)
accessibility at 23 stations, replacement of 20 escalators at various stations.

e Other assets increased by $651. The major items contributing to this change include:

— Anincrease in investments of $1,377 derived from:

O

An increase in restricted investments of $419, due primarily to higher debt service funds and
an increase in proceeds from the issuance of Dedicated Tax Fund Bond Anticipation Notes,
Series 2015A in September 2015, Transportation Revenue Bonds, Series 2015C in August
2015, Series 2015D and 2015E in September 2015, and Series 2015F in December 2015.

An increase in unrestricted investments of $949, due primarily to new funds.

An increase in capital lease related investments of $9 as per the capital lease debt service
schedule.

— Adecrease in current and non-current net receivables of $262 derived mainly from:

@)

O

O

A decrease in other various receivables of $151 mainly due to the receipt of reinsurance
recoveries related to Tropical Storm Sandy of $141.

A decrease in other State and local assistance of $107 mainly due to a decrease in New York
State service contracts of $70.

A decrease in Federal and State Governments for capital projects of $22.

An increase in due from State and regional mass transit taxes of $18.

— A decrease in other current and non-current assets of $464 derived from:

O

O

An increase in cash of $143 from net cash flow activities.

An increase in material and supplies of $63 due largely to increases at MTA New York City
Transit of $38 and MTA Metro-North Railroad of $24 for maintenance material requirements
for vehicles and facilities.

A decrease in prepaid expenses and other current assets of $21 due largely to a reduction in
insurance premium prepayments.

A decrease in advance to defined benefit pension trust of $636 as a result of adopting GASB
Statement No. 68, which requires advances to pension be reflected as a restatement to
beginning net position.

A decrease in various other non-current assets of $13.
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o Deferred outflows of resources increased by $1,119 due to an increase in deferred outflows of resources
related to pensions of $1,033 as a result of adopting GASB Statement No. 68, Accounting and Financial
Reporting for Pensions, and GASB Statement No. 71, Pension Transition for Contributions Made
Subsequent to Measurement Date. The MTA is reporting deferred outflows related to pension activities
at December 31, 2015. For more information regarding pensions, refer to Note 4 to the financial
statements. In addition, deferred outflows for unamortized losses on refundings increased by $91,
which includes an adjustment of prior year account balance recorded in 2015 of $45 (see Note 17 to
the consolidated financial statements). Accordingly, all discussions and financial information
presented affected by these corrections have been restated in the 2015 consolidated financial statements.
This was offset by a $5 decrease in a change in fair market value of derivative instruments.

[}

Total Liabilities and Deferred Inflows of Resources, Distinguishing Between Current Liabilities, Non-
Current Liabilities and Deferred Inflows of Resources.

Current liabilities include: accounts payable, accrued expenses, current portions of long-term debt, capital lease
obligations, pollution remediation liabilities, unredeemed fares and tolls, and other current liabilities.

Non-current liabilities include: long-term debt, capital lease obligations, claims for injuries to persons, post-
employment benefits and other non-current liabilities.

Deferred inflows of resources reflect unamortized gains on refunding and pension related deferred inflows.

December 31, Increase/(Decrease)
(In millions) 2016 2015 2014 2016 - 2015 2015 - 2014
Current liabilities $ 6,003 $ 6465 $ 52713  $ (462) $ 1,192
Non-current liabilities 65,684 59,980 50,038 5,704 9,942
Deferred inflows of resources 324 492 35 (168) 457
Total liabilities and deferred inflows
of resources $ 72011 $ 66937 % 55346  $ 5074 $ 11,591

Total Liabilities

December 31, 2016 December 31, 2015

Other long-term
liabilities 389

Accounts
payable/Accrued
expenses 5%

Other long-term Accounts
payable/Accrued

Expenses 5%

liabilities 3%

Obligations under
capital lease
(Note 9) 0%

Obligations under
capital lease
(Note 9) 1%

Long-term debt
(Note 8) 51%

Long-term debt
(Note 8) 56%
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Significant Changes in Liabilities and Deferred Inflows of Resources Include:

December 31, 2016 versus December 31, 2015

e Current liabilities decreased by $462 or 7.2%. The net decrease in current liabilities was mainly due to
a decrease in the current portion of long-term debt of $610 primarily from the refunding of Certificates
of Participation, refunding of other indebtedness and debt service payments made during 2016. This
was offset by an increase in accrued expenses of $74 mainly due to higher operating accruals and a net
increase in other various current liabilities of $74 primarily from accounts payable due to vendors.

¢ Non-current liabilities increased by $5,704 or 9.5%. This increase was mainly due:

— An increase in the non-current portion of long-term debt of $2,404 primarily due to the 2016
issuances of Transportation Revenue Bonds, Transportation Revenue Bonds Bond Anticipation
Notes, Dedicated Tax Fund Bonds, DTF Bond Anticipation Notes, MTA Hudson Rail Yards Trust
Obligation and MTA Bridges and Tunnels General Revenue Bonds (See Note 8).

— An increase in postemployment benefits other than pension liability (“OPEB”) of $1,596 resulting
from actuarial calculations as required by GASB Statement No. 45 (See Note 5).

— An increase in pension liability of $1,279, resulting from actuarial calculations as required by
GASB Statement No. 68 (see Note 4).

— Anincrease in estimated liability arising from injuries to persons (Note 11) of $571 mainly due to
a revised actuarial calculation of the workers’ compensation reserve for MTA New York City
Transit.

— Anet decrease in other various non-current liabilities of $146, primarily due to changes in the fair
market value of derivative liabilities of $79 and the termination of MTA Bridges and Tunnels sale-
leaseback agreement of subway cars of $107, offset by a net increase in other various non-current
liabilities of $40.

o Deferred inflows of resources decreased by $168 or 34.2%, primarily due to lower deferred inflows
related to pensions due to changes in the actuarially determined calculations for the pension plans for
changes in certain actuarial assumptions, the difference between expected and actual earnings on plan
investments and differences between expected and actual experience.

December 31, 2015 versus December 31, 2014

Current liabilities increased by $1,192. The major items contributing to this change include:

e An increase in the current portion of long-term debt of $1,604, primarily due to Bond Anticipation
Notes issued on June 25, 2015, September 17, 2015 and December 10, 2015.

e Anincrease in unearned revenues of $49 due largely to increases in MTA New York City Transit for
school and elderly fare subsidies, unused fare cards sold, and advertising revenue.

e A decrease in accrued expenses of $428 due to:
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— A decrease in current portion of retirement and death benefits of $369, primarily due to the
classification of pension liability as long-term as a result of adopting GASB Statement No. 68.

— A decrease in other various accrued expenses of $59 including an adjustment of prior year account
balance related to the current portion of estimated liabilities arising from injuries to persons of $16
reclassified to non-current liabilities (see Note 17 to the consolidated financial statements).
Accordingly, all discussions and financial information presented affected by these corrections have been
restated in the 2015 consolidated financial statements.

A decrease in other various current liabilities of $33 primarily due to a decrease in accounts payable
due to vendors which includes an adjustment of prior year balance recorded to beginning net position in
2015 of $16 (see Note 17 to the consolidated financial statements). Accordingly, all discussions and financial
information presented affected by these corrections have been restated in the 2015 consolidated financial
statements.

Noncurrent liabilities increased by $9,942. The major items contributing to this increase include:

An increase in net pension liability of $7,704 as a result of adopting GASB Statement No. 68.

An increase in postemployment benefits other than pension liability (“OPEB”) of $1,494 as a result of
actuarial determined calculations as required by GASB Statement No. 45 (See Note 5).

An increase in estimated liability arising from injuries to persons of $359 based on recent actuarial
valuations for reserve requirements and an adjustment of prior year account balance of $16 reclassifying
the current portion of estimated liabilities arising from injuries to persons to non-current liabilities (see
Note 17 to the consolidated financial statements). Accordingly, all discussions and financial
information presented affected by these corrections have been restated in the 2015 consolidated
financial statements.

An increase in long-term debt of $381 due to the issuance of MTA Transportation Revenue Bonds,
Series 2015A to Series 2015F (See Note 8) and an adjustment of a prior year account balance recorded
to beginning net position in 2015 of $58 (see Note 17 to the consolidated financial statements). The
increase was offset by retirements and debt payments as of December 31, 2015. Accordingly, all
discussions and financial information presented affected by these corrections have been restated in the
2015 consolidated financial statements.

An increase in other various non-current liabilities of $4.

Deferred inflows of resources increased by $457 primarily as a result of adopting GASB Statement No. 68
which requires changes in net pension liability not included in pension expense to be reported as deferred
inflows of resources. At December 31, 2015, the MTA reported $460 of deferred inflows related to pension
activities.
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Total Net Position, Distinguishing Between Net Investment in Capital Assets, Restricted
Amounts, and Unrestricted Amounts

December 31, Increase/(Decrease)

(In millions) 2016 2015 2014 2016-2015  2015-2014

Net investment in capital assets $ 2576 $ 237%6 $ 294 $ 1960 $ 852
Restricted for debt service 352 487 434 (135) 53
Restricted for claims 178 142 167 36 (25)
Restricted for other purposes 935 1,051 1011 (116) 40
Unrestricted (21,614) (19,665) (12,274) (1,949) (8,391)
Total Net Position $ 5607 $ 5811 $§ 13282 $ (204) $ (747

Significant Changes in Net Position Include:

December 31, 2016 versus December 31, 2015

At December 31, 2016, total net position decreased by $204 or 3.6%, when compared with December 31, 2015.
This change is a result of net non-operating revenues of $5,258 and appropriations, grants and other receipts
externally restricted for capital projects of $2,168 offset by operating losses of $7,630.

The net investment in capital assets increased by $1,960 or 8.3% due to an increase of $3,109 in net capital
assets placed into service, which was offset by a net decrease of $1,149 of related debt and other capital
related offsets. Funds restricted for debt service, claims and other purposes decreased by $216 or 12.9% in the
aggregate, mainly due scheduled debt service payment. Unrestricted net position decreased by $1,948 or
9.9%.

December 31, 2015 versus December 31, 2014

At December 31, 2015, total net position decreased by $7,471 when compared with December 31, 2014. This
change is a result of net non-operating revenues of $5,311 and appropriations, grants and other receipts
externally restricted for capital projects of $1,980. This was offset by operating losses of $6,978, a decrease of
$7,819 for the restatement of beginning net position as a result of adopting GASB Statements No. 68 and No.
71 and an increase of $35 for the restatement of beginning net position for adjustment of prior year account
balances (see Note 17 to the consolidated financial statements). Accordingly, all discussions and financial
information presented affected by these corrections have been restated in the 2015 consolidated financial
statements.

The net investment in capital assets increased by $852. Funds restricted for debt service, claims and other
purposes increased by $68 in the aggregate, while unrestricted net position decreased by $8,391.
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Condensed Consolidated Statements of Revenues, Expenses and Changes in Net Position

December 31, December 31, December 31, Increase/(Decrease)
(In millions) 2016 2015 2014 2016 - 2015 2015 - 2014
Operating revenues
Passenger and tolls $ 7899 $ 7,764 $ 7,385 % 135 $ 379
Other 621 638 585 (17) 53
Total operating revenues 8,520 8,402 7,970 118 432
Non-operating revenues
Grants, appropriations and taxes 5,972 5,997 5,775 (25) 222
Other 756 718 789 38 (71)
Total non-operating revenues 6,728 6,715 6,564 13 151
Total revenues 15,248 15,117 14,534 131 583
Operating expenses
Salaries and wages 5,627 5,471 5,416 156 55
Retirement and other employee benefits 2,892 2,380 2,738 512 (358)
Postemployment benefits other than pensions 2,146 1,997 2,523 149 (526)
Depreciation and amortization 2,447 2,496 2,266 (49) 230
Other expenses 3,036 3,031 2,906 5 125
Operating expenses 16,148 15,375 15,849 773 (474)
Net expenses/ (recoverables) related to
asset impairment 2 ) @ (©) 6
Total operating expenses 16,150 15,380 15,848 770 (468)
Non-operating expenses
Interest on long-term debt 1,463 1,399 1,358 64 41
Other net non-operating expenses 7 5 5 2 -
Total non-operating expenses 1,470 1,404 1,363 66 41
Total expenses 17,620 16,784 17,211 836 (427)
Loss before appropriations, grants and other receipts
externally restricted for capital projects (2,372) (1,667) (2,677) (705) 1,010
Appropriations, grants and other receipts
externally restricted for capital projects 2,168 1,980 1,754 188 226
Change in net position (204) 313 (923) (517) 1,236
Net position, beginning of year 5,811 13,282 14,205 (7,471) (923)
Restatement of beginning net position
adoption of GASB No. 68 - (7,819) - 7,819 (7,819)
Restatement of beginning net position
correction to opening balance - 35 - (35) 35
Net position, end of year $ 5607 $ 5811 3 13,282 $ (204) $ (7,471)
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Revenues and Expenses, by Major Source:

Years ended December 31, 2016 versus 2015

e Total operating revenues increased by $118 or 1.4%. This increase was mainly due to an increase in
fare and toll revenue of $135 primarily due to higher subway ridership and an increase in vehicle
crossings for the year ended December 31, 2016, when compared to the year ended December 31, 2015.
This increase was offset by a decrease in other operating revenues of $17 due to lower advertising
revenues collected on behalf of all agencies.

e Total non-operating revenues increased by $13 or 0.2%.

- Total grants, appropriations, and taxes decreased by $25 for the year ended December 31, 2016.
This was primarily due to a decrease in tax supported subsidies from New York City and local
service areas of $178 mainly from Urban Tax. This was offset by an increase in tax supported
subsidies from New York State of $156 mainly from Operating Assistance, and a decrease in other
subsidies of $3.

- Other non-operating revenues increased by $38. This increase was primarily from increases in
subsidies from New York City of $62 for MTA Bus and MTA Staten Island Railway and from the
Connecticut Department of Transportation for the MTA Metro-North Railroad of $18. This
increase was offset by a decrease in various other non-operating revenue of $42.

e Labor costs increased by $817 or 8.3%. The major changes within this category are:

— Retirement and employee benefits increased by $512 primarily due to higher pension expenses of
$326 from GASB Statement No. 68 contributions and amortization of deferred outflows of
resources. Increase in health and welfare and other fringe benefits of $186 due to increased rates
for health and welfare plans.

— Salaries, wages and overtime increased by $156 due largely to increases in MTA New York City
Transit.

— Postemployment benefits other than pensions increased by $149 based on changes in the actuarial
estimates.

e Non-labor operating costs decreased by $47 or 0.9%. The variance was primarily due to:

— An increase in claims arising from injuries to persons of $133 based on the most recent actuarial
valuations.

— Anincrease in maintenance and other contracts of $43 mainly due to additional repairs and facility
maintenance.

— An increase in material and supplies by $42, mainly due to ongoing maintenance and repairs for
transit and commuter systems.

— Adecrease in depreciation of $49 primarily due to the correction of the capitalization date of assets

placed in service in prior years and the identification of certain capital projects that reached
substantial completion in prior years and classified as depreciable assets.
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A decrease in electric power of $67 and fuel of $37 due to lower prices in 2016.
A decrease in insurance of $78 due to the recording of earned premium by FMTAC from OCIP
Workers Compensation and General Liability Deductible Reimbursement policy in 2016.

A net decrease in other various expenses of $34 mainly due to lower operating expenses.

e Total net non-operating expenses increased by $66 primarily due to interest on long-term debt.

e Appropriations, grants and other receipts externally restricted for capital projects increased by $188 or
9.5%, mainly due to timing in the availability of Federal and State grants for capital projects.

Years ended December 31, 2015 versus 2014

e Total operating revenues increased by $432.

Fare and toll revenue increased by $379 for the year ended December 31, 2015, when compared to
the year ended December 31, 2014, primarily due to an increase in vehicle crossings and a fare
increase in March 2015.

Other operating revenues increased by $53. The increase was due primarily to an increase in
paratransit reimbursement of expenses from New York City and from advertising revenues
collected on behalf of all agencies.

e Total non-operating revenue increased by $151.

Total grants, appropriations, and taxes were higher by $222 for the year ended December 31, 2015.

o Tax supported subsidies from New York City and from MTA service areas increased by $242;
this increase was from Urban Tax for $175 and Mortgage Recording Tax for $67.

o Tax supported subsidies from New York State decreased by $16 due to decreases from the
Mass Transportation Trust Fund by $49 and MTA aid trust account by $3, while Payroll
Mobility Tax increased by $36.

o Other subsidies decreased by $4 due to a decrease in New York State service contract subsidy.

Other non-operating revenues decreased by $71. There was a decrease in subsidies from New York
City of $36 for MTA Bus and MTA Staten Island Railway. In addition, there were decreases from
the Connecticut Department of Transportation for the MTA Metro-North Railroad of $11, Station
Maintenance and Use assessments of $4, and lower reimbursement from the Federal Transit
Administration (“FTA”) and the Federal Emergency Management Agency (“FEMA”) relating to
Tropical Storm Sandy of $18. Other non-operating expenses decreased by $2.

e Labor costs decreased by $829. The major changes within this category are:

Postemployment benefits other than pensions decreased by $526, based on the most recent
valuation, primarily from a reduction in pharmacy claims due to the introduction of an employee
group waiver plan.

Retirement and employee benefits decreased by $358 primarily due to lower pension expenses as
a result of adopting GASB Statement No. 68.
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— Salaries and wages increased by $55 due largely to an increase in MTA New York City Transit
overtime, due mostly to adverse weather, maintenance, unscheduled service and vacancy/absentee
coverage requirements.

o Non-labor operating costs increased by $361. The variance was due to:

— Increase in depreciation of $230 due largely to MTA New York City Transit placing additional
facilities, trackwork and new buses and subway cars into service.

— Increase in professional service contracts by $104 due largely to additional IT consultants, higher
technical services requirement and an increase in Workers” Compensation Board reserve
requirements based on the current actuarial valuation.

— Increase in claims arising from injuries to persons of $69 based on most recent actuarial valuations
which reflected an increase in major claims.

— Increase in maintenance and other contracts by $33 and paratransit service contracts by $13.
— Increase in other business expenses of $16 primarily due to higher operating expenses.
— Increase in insurance by $21 due to higher property and liability premiums.

— Increase in material and supplies by $17, mainly due to ongoing maintenance and repairs for transit
and commuter systems.

— Increase in asset impairment expenses of $6, primarily related to the MTA Metro-North Railroad
Harlem Line train accident on a highway-rail grade crossing between Valhalla and Hawthorne
stations and costs associated with Tropical Storm Sandy for repairs and clean-up expenses related
to MTA Bridges and Tunnels.

— Decrease in electric power and fuel by $148 due to lower prices in the current year.
e Total net non-operating expenses increased by $41 due to:
— Interest on long-term debt increased by $41.

e Appropriations, grants and other receipts externally restricted for capital projects increased by $226,
mainly due to an increase in the availability of Federal grants for capital projects.

OVERALL FINANCIAL POSITION AND RESULTS OF OPERATIONS AND
IMPORTANT ECONOMIC CONDITIONS

Economic Conditions

Metropolitan New York is the most transit-intensive region in the United States, and a financially sound and
reliable transportation system is critical to the region’s economic well-being. The MTA consists of urban
subway and bus systems, suburban rail systems, and bridge and tunnel facilities, all of which are affected by
many different economic forces. In order to achieve maximum efficiency and success in its operations, the
MTA must identify economic trends and continually implement strategies to adapt to changing economic
conditions.
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Preliminary MTA system-wide utilization through the fourth quarter of 2016 decreased relative to 2015, with
ridership down by 15.7 million trips (0.6%). Subway ridership declined by 5.8 million, while New York City
Transit Bus ridership declined by 12.3 million trips; increases took place at all other MTA Agencies. The
reduction in ridership reflects year-over-year declines since the first quarter; gains during the first quarter, which
totaled 17.3 million trips (2.7%), were the result of winter weather conditions that adversely affected 2015
ridership to a greater degree than 2016 ridership was affected. The second quarter was down by 7.5 million trips
(1.1%), and the third quarter was lower by 5.7 million trips (0.9%). For the fourth quarter of 2016 compared
with 2015, MTA system-wide ridership was down 19.7 million trips (2.8%), reflecting 5.8 million (0.3%) fewer
trips on Subway and 12.3 million (1.9%) fewer trips on New York City Transit buses. Metro-North Railroad
ridership was marginally lower, down 0.2 million (0.9%) while Long Island Rail Road improved by 0.1 million
(0.5%) and MTA Bus ridership was unfavorable by 0.8 million (2.6%). Vehicle traffic at MTA Bridges and
Tunnels facilities increased by 9.4 million crossings (3.1%) through the fourth quarter, reflecting both growth
in the regional economy and the continuation of low gasoline prices, although prices have increased over the
course of the year.

Seasonally adjusted non-agricultural employment in New York City for the fourth quarter was higher in 2016
than in 2015 by 71.6 thousand jobs (1.7%). On a quarter-to-quarter basis, New York City employment has
increased in each of the last twenty-five quarters — the last decline occurred in the third quarter of 2010 — and
is higher than at any time since 1950, when non-agricultural employment levels for New York City were first
recorded by the Bureau of Labor Statistics.

National economic growth, as measured by Real Gross Domestic Product (“RGDP”), expanded at an annualized
rate of 1.9% in the fourth quarter of 2016, according to the most recent advance estimate released by the Bureau
of Economic Analysis. The increase in RGDP reflected positive contributions from personal consumption
expenditures, private inventory investment, residential and nonresidential fixed investment, and state and local
government spending that were partly offset by negative contributions from exports and federal government
spending; imports, which are a subtraction to Gross Domestic Product (“GDP”), increased. The deceleration in
RGDP growth, over the third quarter’s revised 3.5% growth rate, reflected downturns in exports and in federal
government spending, an acceleration in imports, and a deceleration in personal consumption expenditures.
These were partly offset by upturns in residential fixed investment and in state and local government spending,
and acceleration in private inventory investment and in nonresidential fixed investment.

The New York City metropolitan area’s price inflation, as measured by the Consumer Price Index for All Urban
Consumers (“CPI-U”), was lower than the national average in the fourth quarter of 2016, with the metropolitan
area index increasing 1.6% while the national index increased 1.8%, when compared with the fourth quarter of
2015. A 3.8% increase in the regional price of energy products, along with a 2.2% national increase, had little
impact on overall inflation. In the metropolitan area, the CPI-U exclusive of energy products increased by 1.5%;
nationally, inflation exclusive of energy prices increased 1.8%. Consistent with the rise in overall energy prices,
the spot price for New York Harbor conventional gasoline rose by 14.0% from an average price of $1.35 per
gallon to an average price of $1.54 per gallon between the fourth quarters of 2015 and 2016.

In December 2015, citing evidence that economic activity had been expanding at a moderate rate, the Federal
Open Market Committee (“FOMC”) raised its target for the Federal Funds rate to the range of 0.25% to 0.50%,
the first increase in the Federal Funds rate since the target was lowered to a range of 0% to 0.25% in late 2008
when the financial and housing crises deepened. Since that increase, the FOMC had maintained the target range
for the Federal Funds rate at 0.25% to 0.50%, maintaining an accommodative monetary policy stance, and
thereby supporting further improvement in labor market conditions and a return to 2% inflation.

This December, the FOMC announced another increase, raising the target range for the Federal Funds rate to
0.5% to 0.75%. The FOMC, in its December 14, 2016 policy release, noted the labor market has continued to
strengthen and economic activity has been expanding at a moderate pace since mid-2016. Job gains have been
solid and the unemployment rate has declined; but while household spending has been rising moderately,
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business fixed investment has remained soft. Inflation has increased since the early part of 2016, but is still
below the FOMC'’s 2% longer-run objective. Market-based measures of inflation compensation have moved up
but remain low, and most survey-based measures of longer-term inflation expectations have hardly changed in
recent months. Consistent with its statutory mandate, the FOMC seeks to foster maximum employment and
price stability. The FOMC expects that economic conditions will evolve in a manner that will warrant only
gradual increases in the Federal Funds rate, and that the Federal Funds rate is likely to remain, for some time,
below levels that are expected to prevail in the longer run.

The influence of the Federal Reserve monetary policy on the mortgage market is a matter of interest to the
MTA, since variability of mortgage rates can affect the number of real estate transactions and can thereby
impact receipts from the Mortgage Recording Tax (“MRT”) and Urban Tax, two important sources of MTA
revenue. After the steady fall in revenues in the wake of the financial and real estate crisis, MTA’s monthly
MTA and Urban Tax receipts remained virtually flat for three years beginning in the first quarter of 2009. A
discernible upward trend in MRT and Urban Tax receipts began during the first quarter of 2012 and continued
through the third quarter of 2015; since then, receipts have been fairly consistent from quarter to quarter.
Mortgage Recording Tax collections for the fourth quarter of 2016 were higher than the fourth quarter of 2015
by $4.7 million (4.1%); receipts in the fourth quarter of 2016 were $5.6 million (5.0%) higher than third quarter
receipts. Despite the gradual overall recovery of MRT receipts that has occurred since 2012, average monthly
receipts in 2016 remain $25.6 million (40.3%) worse than the monthly average for 2006, just prior to the steep
decline in Mortgage Recording Tax revenues. MTA’s Urban Tax receipts — which are based on commercial
real estate transaction and mortgage recording activity within New York City, and can vary significantly from
quarter to quarter based on the timing of exceptionally high-priced transactions — were $49.2 million (23.3%)
lower than receipts for the fourth quarter of 2015; receipts in the fourth quarter of 2016 were $31.0 million
(16.1%) lower than third quarter receipts. Average monthly receipts in 2016 were $6.1 million (8.2%) lower
than the monthly average for 2007, just prior to the steep decline in Urban Tax revenues.

Results of Operations

MTA Bridges and Tunnels - Total paid traffic reached 307.3 million crossings in 2016, which was 9.4 million,
or 3.1% above the 2015 level. Traffic in 2016 set a new record, surpassing the previous high of 304.4 million
crossings in 2007 by 1.0%. Continued low gas prices appear to be the major driver behind the increased volume.
Gas prices averaged $2.22 (whole dollars) per gallon in 2016, compared to an average of $2.50 (whole dollars)
per gallon in 2015. In addition, overall winter weather was relatively less severe in 2016. Snow accumulations
hit 39.2 inches in 2016 while snowfall in 2015 totaled 48.0 inches. Toll revenue was $1,870.0 in 2016, which
was $61.1, or 3.4% above the 2015 level of $1,808.9. The additional revenue was a result of the higher traffic
volume in 2016 and a full year's impact of the toll increase implemented on March 22, 2015.

The E-ZPass electronic toll collection system continued to facilitate management of high traffic volumes and
experienced year-to-year increases. Total average market share as of December 31, 2016 was 85.9% compared
to 85.1% as of December 31, 2015. The average weekday market shares were 87.5% and 86.8% for 2016 and
2015, respectively.

MTA New York City Transit - Total revenue from fares were $4,415 for the year ended December 31, 2016, an
increase of $44 or 1.0% compared to the year ended December 31, 2015. This increase was due mostly to the
annualization of the March 2015 fare increase in 2016.

MTA Long Island Rail Road — Total operating revenues increased by $18.4 or 2.5% for the year ended
December 31, 2016 compared to the 2015 as a result of strong growth in ridership, finishing the year with 89.4
million passengers, which was 1.9% above the 2015 ridership. This marks the highest ridership in 67 years,
since the post war record of 91.8 million set in 1949 and broke the previous modern record set last year of 87.6
million.
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MTA Metro-North Railroad — For the year ended December 31, 2016, operating revenues increased by $14.7
or 2.0% compared to 2015. Passenger fares accounted for 91.9% and 91.6% of operating revenues in 2016 and
2015, respectively. The remaining revenue represents collection of rental income from stores in and around
passenger stations, and revenue generated from advertising and the sale of food and beverages on platforms.

MTA Metro-North (East of Hudson) passenger revenue increased in 2016 by $12,000 or 1.8%, and ridership
increased by 274 thousand or 0.3%. The revenue increase is primarily a reflection of two Connecticut fare
increases. A 1.0% increase was implemented on January 1, 2016 and a 6.0% increase was implemented on
December 1, 2016.

MTA Metro-North (East of Hudson) passenger revenue increased in 2015 by $27,796 or 4.3%, and ridership
increased by 1.297 million or 1.6%. The revenue increase is primarily a reflection of a 1.0% Connecticut fare
increase implemented on January 1, 2015 and a 4.0% New York fare increase implemented on March 22, 2015.

The MTA receives the equivalent of four quarters of Metropolitan Mass Transportation Operating Assistance
(“MMTOA”) receipts each year, with the state advancing the first quarter of each succeeding calendar year’s
receipts in the fourth quarter of the current year. This results in little or no Metropolitan Mass Transportation
Operating Assistance receipts being received during the first quarter of each calendar year. The MTA has made
other provisions to provide for cash liquidity during this period. During March 2016, the State appropriated
$1.6 billion in MMTOA funds. There has been no change in the timing of the State’s payment of, or MTA’s
receipt of, Dedicated Mass Transportation Trust Fund (“MTTF”) receipts, which MTA anticipates will be
sufficient to make monthly principal and interest deposits into the Debt Service Fund for the Dedicated Tax
Fund Bonds. The total MRT as of December 31, 2015 increased by 18% compared to December 31, 2014, from
$366.6 to $434.1. However, the total MRT at December 31, 2016 increased by 6% compared to December 31,
2015, from $434.1 to $460.1.

Capital Programs

At December 31, 2016, $4,565 had been committed and $818 had been expended for the combined 2015-2019
MTA Capital Programs and the 2015-2019 MTA Bridges and Tunnels Capital Program, and $25,128 had been
committed and $17,128 had been expended for the combined 2010-2014 MTA Capital Programs and the 2010-
2014 MTA Bridges and Tunnels Capital Program, and $24,015 had been committed and $23,310 had been
expended for the combined 2005-2009 MTA Capital Programs and the 2005-2009 MTA Bridges and Tunnels
Capital Program.

The MTA Group has ongoing capital programs, which except for MTA Bridges and Tunnels are subject to the
approval of the Metropolitan Transportation Authority Capital Program Review Board (“CPRB”), and are
designed to improve public transportation in the New York Metropolitan area.

2015-2019 Capital Program — Capital programs covering the years 2015-2019 for: (1) the commuter railroad
operations of the MTA conducted by MTA Long Island Rail Road and MTA Metro-North Railroad (the “2015—
2019 Commuter Capital Program”), (2) the transit system operated by MTA New York City Transit and its
subsidiary, MaBSTOA, the MTA Bus Company, and the rail system operated by MTA Staten Island Railway
(the “2015-2019 Transit Capital Program”) were originally approved by the MTA Board in September 2014.
The capital programs were subsequently submitted to the Capital Program Review Board (CPRB) in October
2014. This plan was disapproved by the CPRB, without prejudice, in October 2014. The capital program for
the toll bridges and tunnels operated by MTA Bridges and Tunnels (the “2015-2019 MTA Bridges and Tunnels
Capital Program”) was approved by the MTA Board in September 2014 and was not subject to CPRB approval.

On April 20, 2016, the MTA Board approved revised capital programs for the years covering 2015-2019.The

revised capital programs provided for $29,456 in capital expenditures, of which $15,820 relates to ongoing
repairs of, and replacements to, the transit system operated by MTA New York City Transit and MaBSTOA
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and the rail system operated by MTA Staten Island Railway; $5,140 relates to ongoing repairs of, and
replacements to, the commuter system operated by MTA Long Island Rail Road and MTA Metro-North
Railroad; $4,949 relates to the expansion of existing rail networks for both the transit and commuter systems to
be managed by MTA Capital Construction; $321 relates to Planning and Customer Service; $376 relates to
MTA Bus Company initiatives; and $2,850 relates to the ongoing repairs of, and replacements to, MTA Bridges
and Tunnels facilities. On May 23, 2016, the CPRB deemed approved the revised 2015-2019 Capital Programs
for the Transit and Commuter systems as submitted. The revised 2015-2019 MTA Bridges and Tunnels Capital
Program, was approved by the MTA Board on April 20, 2016.

The combined funding sources for the revised 2015-2019 MTA Capital Programs and the 2015-2019 MTA
Bridges and Tunnels Capital Program, include $5,889 in MTA Bonds, $2,856 in MTA Bridges and Tunnels
dedicated funds, $8,336 in funding from the State of New York, $6,875 in Federal Funds, $2,492 from City
Capital Funds, $1,846 in pay-as-you-go (PAYGO) capital, $600 from asset sale/leases, and $562 from Other
Sources.

At December 31, 2016, $4,565 had been committed and $818 had been expended for the combined 2015-2019
MTA Capital Programs and the 2015-2019 MTA Bridges and Tunnels Capital Program.

2010-2014 Capital Program — Capital programs covering the years 2010-2014 for: (1) the commuter railroad
operations of the MTA conducted by MTA Long Island Rail Road and MTA Metro-North Railroad (the “2010—
2014 Commuter Capital Program”), (2) the transit system operated by MTA New York City Transit and its
subsidiary, MaBSTOA, the MTA Bus Company, and the rail system operated by MTA Staten Island Railway
(the “2010-2014 Transit Capital Program”) were originally approved by the MTA Board in September 20009.
The capital programs were subsequently submitted to the CPRB in October 2009. This plan was disapproved
by the CPRB, without prejudice, in December 2009 allowing the State Legislature to review funding issues in
their 2010 session. The capital program for the toll bridges and tunnels operated by MTA Bridges and Tunnels
(the “2010-2014 MTA Bridges and Tunnels Capital Program”) was approved by the MTA Board in September
2009 and was not subject to CPRB approval. The MTA Board approved the revised plan for the Transit and
Commuter systems on April 28, 2010 and CPRB approval of the five-year program of projects was obtained on
June 1, 2010. The approved CPRB program fully funded only the first two years (2010 and 2011) of the plan,
with a commitment to come back to CPRB with a funding proposal for the last three years for the Transit and
Commuter Programs. On December 21, 2011, the MTA Board approved an amendment to the 2010-2014
Capital Program for the Transit, Commuter and Bridges and Tunnels systems that fund the last three years of
the program through a combination of self-help (efficiency improvements and real estate initiatives),
participation by our funding partners, and innovative and pragmatic financing arrangements. On March 27,
2012, the CPRB deemed approved the amended 2010-2014 Capital Programs for the Transit and Commuter
systems as submitted.

On December 19, 2012, the MTA Board approved an amendment to the 2010-2014 Capital Programs for the
Transit, Commuter and Bridges and Tunnels systems to add projects for the repair/restoration of MTA agency
assets damaged as a result of Superstorm Sandy, which struck the region on October 29, 2012. On January 22,
2013, the CPRB deemed approved the amended 2010-2014 Capital Programs for the Transit and Commuter
systems as submitted. On July 22, 2013, the MTA Board approved a further amendment to the 2010-2014
Capital Programs for the Transit, Commuter and Bridges and Tunnels systems to include specific revisions to
planned projects and to include new resilience/mitigation initiatives in response to Superstorm Sandy. On
August 27, 2013, the CPRB deemed approved those amended 2010-2014 Capital Programs for the Transit and
Commuter systems as submitted. On July 28, 2014, the MTA Board approved an amendment to select elements
of the Disaster Recovery (Sandy) and MTA NEW YORK CITY TRANSIT portions of the 2010-2014 Capital
Programs, and a change in the funding plan. On September 3, 2014, the CPRB deemed approved the amended
2010-2014 Capital Programs for the Transit and Commuter systems as submitted.
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As last amended by the MTA Board in 2014, the 2010-2014 MTA Capital Programs and the 2010-2014 MTA
Bridges and Tunnels Capital Program provided for $34,801 in capital expenditures. By December 31, 2016,
the 2010-2014 MTA Capital Programs budget increased by $91 primarily due to additional work scope funded
through additional grants. Of the $34,892 now provided in capital expenditures, $11,640 relates to ongoing
repairs of, and replacements to, the transit system operated by MTA New York City Transit and MaBSTOA
and the rail system operated by MTA Staten Island Railway; $3,898 relates to ongoing repairs of, and
replacements to, the commuter system operated by MTA Long Island Rail Road and MTA Metro-North
Railroad; $5,865 relates to the expansion of existing rail networks for both the transit and commuter systems to
be managed by MTA Capital Construction; $338 relates to a multi-faceted security program including MTA
Police Department; $223 relates to MTA Interagency; $297 relates to MTA Bus Company initiatives; $2,108
relates to the ongoing repairs of, and replacements to, MTA Bridges and Tunnels facilities; and $10,524 relates
to Superstorm Sandy recovery/mitigation capital expenditures.

The combined funding sources for the CPRB-approved 2010-2014 MTA Capital Programs and 2010-2014
MTA Bridges and Tunnels Capital Program include $12,703 in MTA Bonds, $2,111 in MTA Bridges and
Tunnels dedicated funds, $6,340 in Federal Funds, $132 in MTA Bus Federal and City Match, $774 from City
Capital Funds, and $1,538 from other sources. Also included is $770 in State Assistance funds added to re-
establish a traditional funding partnership. The funding strategy for Superstorm Sandy repair and restoration
assumes the receipt of $9,376 in insurance and federal reimbursement proceeds (including borrowing by MTA
to cover delays in the receipt of such proceeds), $160 in pay-as-you-go capital, supplemented, to the extent
necessary, by external borrowing of up to $988 in additional MTA and MTA Bridges and Tunnels bonds.

At December 31, 2016, $25,128 had been committed and $17,128 had been expended for the combined 2010-
2014 MTA Capital Programs and the 2010-2014 MTA Bridges and Tunnels Capital Program.

2005-2009 Capital Program — Capital programs covering the years 2005-2009 for: (1) the commuter railroad
operations of the MTA conducted by MTA Long Island Rail Road and MTA Metro-North Railroad (the “2005—
2009 Commuter Capital Program™), (2) the transit system operated by MTA New York City Transit and its
subsidiary, MaBSTOA, the MTA Bus Company, and the rail system operated by MTA Staten Island Railway
(the “2005-2009 Transit Capital Program”) were originally approved by the MTA Board in April 2005 and
subsequently by the CPRB in July 2005. The capital program for the toll bridges and tunnels operated by MTA
Bridges and Tunnels (the “2005-2009 MTA Bridges and Tunnels Capital Program”) was approved by the MTA
Board in April 2005 and was not subject to CPRB approval. The 2005-2009 amended Commuter Capital
Program and the 2005-2009 Transit Capital program (collectively, the “2005-2009 MTA Capital Programs”)
were last amended by the MTA Board in July 2008. This latest 2005-2009 MTA Capital Program amendment
was resubmitted to the CPRB for approval in July 2008, and was approved in August 2009.

As last amended by the MTA Board, the 2005-2009 MTA Capital Programs and the 2005-2009 MTA Bridges
and Tunnels Capital Program, provided for $23,717 in capital expenditures. By December 31, 2016, the 2005-
2009 MTA Capital Programs budget increased by $787 primarily due to the receipt of new American Recovery
and Reinvestment Act (“ARRA”) funds and additional New York City Capital funds for MTA Capital
Construction work still underway. Of the $24,504 now provided in capital expenditures, $11,604 relates to
ongoing repairs of, and replacements to the transit system operated by MTA New York City Transit and
MaBSTOA and the rail system operated by MTA Staten Island Railway; $3,758 relates to ongoing repairs of,
and replacements to, the commuter system operated by MTA Long Island Rail Road and MTA Metro-North
Railroad; $168 relates to certain interagency projects; $7,695 relates generally to the expansion of existing rail
networks for both the transit and commuter systems to be managed by the MTA Capital Construction Company
(including the East Side Access, Second Avenue Subway and No. 7 subway line); $1,127 relates to the ongoing
repairs of, and replacements to, bridge and tunnel facilities operated by MTA Bridges and Tunnels; and $152
relates to capital projects for the MTA Bus.
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The combined funding sources for the MTA Board-approved 2005-2009 MTA Capital Programs and 2005-
2009 MTA Bridges and Tunnels Capital Program include $9,816 in MTA and MTA Bridges and Tunnels Bonds
(including funds for LaGuardia Airport initiative), $1,450 in New York State general obligation bonds approved
by the voters in the November 2005 election, $9,093 in Federal Funds, $2,826 in City Capital Funds, and $1,319
from other sources.

At December 31, 2016, $24,015 had been committed and $23,310 had been expended for the combined 2005-
2009 MTA Capital Programs and the 2005-2009 MTA Bridges and Tunnels Capital Program.

CURRENTLY KNOWN FACTS, DECISIONS, OR CONDITIONS
The November Financial Plan (the “November Plan”)

The November Financial Plan (Plan) was presented for information purposes to the Board on November 16 and
approved by the Board at its December 14 meeting. The November Plan captures the major assumptions that
were first identified in the July Plan and also reflects favorable re-estimates of $507 million over the plan period.
The net favorable change is from lower projected costs for debt service, electricity and health& welfare.
Projected revenue from passengers, tolls, PMT and MTA Aid are also favorable; but they are partially offset
by lower real estate transaction tax receipts.

The Plan assumes fare and toll increases of 4% in 2017 and 2019. The 2017 increase is being changed from a
4% vyield to a 4% price increase, saving customers $94 million over the plan period. Some $229 million of the
$756 million unspecified expense reduction target in the July Plan have been identified in November. The
November Plan retains $566 million in debt service savings to support the capital program. The Plan accelerates
an additional $80 million in Committed to Capital Contribution by four years, saving $20 million in debt service
over the plan period. The 2016 General Reserve of $145 million will be used to reduce the unfunded liability
of the LIRR Additional Pension Plan, saving $16 million per year starting in 2018. The November Plan provides
for an additional $395 million over the plan period for maintenance and operations ($163 million),
improvements to the customer experience ($160 million, mainly $149 million for Open Road Tolling), and
service and service support ($72 million). All together, these changes, re-estimates and recommendations result
in a net improvement to MTA’s financial forecast over the plan period and a reduction in the 2020 deficit. More
specifically, the Plan projects ending cash balances of $260 million in 2016, $23 million in 2017, $76 million
in 2018, and $32 million in 2019 with a projected cash deficit of $319 million in 2020.

Tropical Storm Sandy Update

The total allocation of emergency relief funding from the FTA to MTA in connection with Superstorm Sandy
to date is $5.83 billion, including $1.599 billion allocated on September 22, 2014, through a competitive
resiliency program. FTA Emergency Relief Grants totaling $2.97 billion have been executed, including five
grants in the amounts of $194, $886, $684.5, $344 and $787.6 respectively for repair/local priority resiliency;
and three grants for competitive resiliency totaling $77.9. As of December 31, 2016, MTA has drawn down a
total of $1.29 billion in grant reimbursement for eligible operating and capital expenses. The balance of funds
to be drawn down from all eight grants is available to MTA for reimbursement of eligible expenses as
requisitions are submitted by MTA and approved by FTA. Additional requisitions are in process. MTA will
submit grant requests for the remaining $2.85 billion of FTA allocated and appropriated emergency relief
funding in Federal Fiscal Year 2017.

Labor Update

Subsequent to the presentation of the February Plan to the MTA Board, certain of the unions representing
employees at various MTA agencies reached agreement.
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Metro-North Railroad Labor Agreements — No changes since February Plan.

MTA Headquarters — To date, all expired bargaining agreements at MTA Headquarters have been settled. A
60-month agreement expiring December 31, 2019 was reached with the Transportation Communications Union
Local 982 representing information technology workers from various agencies that were recently consolidated
as an MTA Headquarters department. The agreement is consistent with other HQ bargaining unit agreements.
The Transport Workers Union, Local 100 has also recently won the right to represent former non-represented
MaBSTOA employees who were part of the IT Consolidation. Negotiations on an agreement for that bargaining
unit have not yet begun. Pursuant to the Taylor Law, until a collective bargaining agreement is reached, terms
and conditions of employment remain status quo. Finally, MTA HQ is in discussions with the TCU over titles
affected by a newly forming consolidated Procurement Department that will handle non-core procurements for
all MTA agencies.

MTA New York City Transit Authority/Manhattan and Bronx Surface Transit Operating Authority — The
Transport Workers Union, Local 100 has recently won the right to represent non-represented MaBSTOA
employees in certain computer titles. Negotiations on an agreement for that bargaining unit have not yet begun.
Pursuant to the Taylor Law, until a collective bargaining agreement is reached, terms and conditions of
employment remain status quo. MTA New York City Transit and the Doctors’ Council signed an agreement
on June 8, 2016. It runs from November 1, 2010 through May 31, 2018. The agreement is consistent with the
bargaining pattern. The Doctor’s Council represents 17 physicians and Deputy Medical Directors. The contract
is pending Board approval.

Staten Island Rapid Transit Operating Authority — No changes since February Plan.
MTA Bus Company — A 60 month agreement was reached with TWU, Local 100 for the period from January
16, 2012 through January 15, 2017 consistent with pattern. The parties have agreed to refer the outstanding

issue of pension enhancement to arbitration.

Bridges and Tunnels — Bridges and Tunnels continues to negotiate with its maintenance workers (DC 37 1931),
Bridge & Tunnel Officers (BTOBA) and Superior Officers (SOBA).

*kkkkkikik
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

CONSOLIDATED STATEMENTS OF NET POSITION
AS OF DECEMBER 31, 2016 and 2015
($ In millions)

December 31, December 31,
2016 2015
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
CURRENT ASSETS:
Cash (Note 3) $ 732 $ 454
Unrestricted investments (Note 3) 3,995 3,928
Restricted investments (Note 3) 1,425 1,519
Restricted investments held under capital lease obligations (Notes 3 and 9) 93 3
Receivables:
Station maintenance, operation, and use assessments 120 121
State and regional mass transit taxes 150 153
Mortgage Recording Tax receivable 45 40
State and local operating assistance 11 13
Other receivable from New York City and New York State 309 249
Due from Build America Bonds 1 1
Capital project receivable from federal and state government 222 137
Other 605 241
Less allowance for doubtful accounts (130) (24)
Total receivables — net 1,333 931
Materials and supplies 566 582
Prepaid expenses and other current assets (Note 2) 151 173
Total current assets 8,295 7,590
NON-CURRENT ASSETS:
Capital assets (Notes 6):
Land and construction work-in-progress (Note 17) 16,459 13,157
Other capital assets (net of accumulated depreciation) (Note 17) 48,059 48,253
Unrestricted investments (Note 3) 28 57
Restricted investments (Note 3) 418 357
Restricted investments held under capital lease obligations (Notes 3 and 9) 273 460
Other non-current receivables 124 496
Receivable from New York State 114 187
Other non-current assets 16 6
Total non-current assets _ 65,491 _ 62,973