
 
 

 
 

MTA ANNUAL DISCLOSURE STATEMENT UPDATE 

(2017 Second Quarterly Update) 

November 17, 2017 

This Metropolitan Transportation Authority (“MTA”) Annual Disclosure 

Statement Update (including Attachment A hereto, “Second Quarterly Update”) is dated 

November 17, 2017, is the second 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 contains information only through its date. MTA expects to file 

this Second 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 November 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 Second 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 Second 

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 forward-

looking statements speak only as of the date of this Second Quarterly Update. 
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MTA ANNUAL DISCLOSURE STATEMENT UPDATE 

(2017 Second Quarterly Update) 

November 17, 2017 

Introduction 

This update, dated November 17, 2017 (the “Second Quarterly Update”), is the second 
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. This Second Quarterly Update contains information only through November 17, 2017, 
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 Second Quarterly Update, readers will find: 

1. A summary of recent events and changes to the MTA’s 2018-2021 Financial Plan 
released by MTA in July 2017 (the “July Plan”), made since the date of the ADS, 
to reflect provisions of the 2017 MTA November Financial Plan presented to the 
MTA Board on November 15, 2017 (the “November Plan”).  The complete 
November Plan is posted on the 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 November Plan includes revised 
July Plan projections for fiscal years 2017 through 2021. 

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

The November Plan, which includes the 2017 November Forecast, the 2018 Final 
Proposed Budget and a Financial Plan for the years 2018-2021, updates the July Plan.  Since 
2010, MTA financial plans have included MTA management initiatives to achieve operational 
efficiencies and recurring cost reductions to moderate the amount of revenues needed from 
biennial fare and toll increases and governmental subsidies and provide funding for the Capital 
Program and enhanced maintenance.  The plans also have added service when sustainable while 
also addressing long-term costs such as pensions, health care, paratransit, and debt service.  

The July Plan 

The July Plan was based on three key inter-related elements: (i) fare and toll price 
increases of 4% in 2019 and 2021; (ii) annually recurring cost reduction/cost containment targets 
that will increase the level of annual savings to $2.3 billion per year by 2021; and (iii) support 
for $100 million in additional funding needed for the amended Capital Program.  The July Plan 
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also funded important new investments over the 2017-2021 plan period, including $484 million 
for improved maintenance/operations and customer experience enhancements.  

The July Plan included certain MTA actions to address unfavorable changes from the 
February Plan, most notably a significant reduction in real estate transaction revenue, which 
remain in the November Plan assumptions:  

• Increased savings targets by $150 million per year, starting in 2018 with an incremental 
increase of $50 million per year thereafter, growing to $300 million in 2021;  

• Restoration of Payroll Mobility Tax replacement funds from New York State to $307 
million per year beginning in 2018, after a $65 million reduction in 2017; 

• Suspended contributions to the MTA Bridges and Tunnels Necessary Reconstruction 
Reserve Fund from 2018-2021 ($158 million); 

• Use of $135 million of the $155 million in MTA’s 2017 General Reserve; and 

• Suspended planned contributions to the GASB 45 OPEB reserves, set aside to fund 
OPEB (principally retiree healthcare costs) beginning in 2018 ($59 million). 

The July Plan was balanced through 2019 with projected funding gaps of $112 million in 
2020 and $493 million in 2021. 

Changes Since The July Plan 

Changes and re-estimates resulting in lower projected revenues over the plan period 
(2017-2021): 

• Lower farebox/toll revenue estimates ($281 million)  

• Lower real estate transaction revenue forecasts ($147 million) 

• Lower advertising revenue ($143 million) 

• Lower MMTOA receipts ($80 million) 

Changes and re-estimates yielding improved financial results over the plan period (2017-
2021): 

• Lower debt service costs ($189 million) 

In total, changes and re-estimates, including the above, are $309 million unfavorable for 
the plan period.  A reconciliation of changes from the July Plan to the November Plan is included 
in Attachment A to this Second Quarterly Update. 

Revenue projections for farebox/toll and real estate transactions were reduced in July, 
and actual collections have fallen short of those lower projections; the November Plan, therefore, 
projects a further reduction of those revenues.  Lower subway and bus ridership at MTA New 
York City Transit are driving the reduction in passenger revenue while the reduction in MTA 
Bridges and Tunnels toll revenue is the result of greater E-ZPass usage, which has lowered the 
average paid toll.  Urban tax collections have been affected by a continuing slowdown in 
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commercial real estate activity in New York City.  The 2018 forecast for MMTOA receipts was 
also reduced based on slower projected economic growth in the MTA region. 

Finally, the November Plan forecasts lower advertising revenue, reflecting the repayment 
to the vendor for funding the replacement of existing non-digital mediums with a state-of-the-art 
digital platform.  Once completed, the digital screen advertising network will provide 
opportunities for dynamic messaging that will enable MTA to quickly disseminate customer and 
emergency information, target specific customer markets and integrate messaging on mobile 
devices.  An additional benefit of the new advertising contract is that future advertising revenue 
(beyond the 2017-2021 plan period) is expected to substantially increase once the vendor’s 
capital investments are repaid from the revenue streams.  

Serving as a partial offset to the lower revenue forecasts are projected debt service 
savings that reflect: interest rate savings from refunding transactions, the impact of projected 
favorable interest rates on existing variable rate debt, the accelerated use of PAYGO and other 
cash previously programmed for capital purposes, and reducing near-term debt issuance.  

Highlights of the November Plan 

The November Plan continues to follow the approach reflected in earlier plans and 
contains many noteworthy items: 

Subway Action Plan.  The MTA management developed a subway action plan (“Subway 
Action Plan” or “SAP”) announced by Chairman Lhota on July 25, 2017, in part in response to 
Governor Cuomo’s June 29, 2017 declaration of a State of Emergency relating to the MTA New 
York City Transit system.  This proposed $1.5 billion investment over the 2017-2021 plan period 
targets the key causes of 79 percent of the major incidents that result in service delays, including 
signals, track and power issues.  It also addresses water-related damage and corrosion, track 
fires, car breakdowns, police activity and station issues.  The investment funds the following 
core areas:  track/infrastructure, signals, power, fleet, stations and communications.  The 
following chart details the projected cost of the program through the plan period. 
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Using existing reserves and available cash, MTA will provide the initial operating and 
capital cash-flow funding of this work with the expectation of full reimbursement in 2018.  
Governor Cuomo has committed to securing New York State funding for one half of the costs of 
the Subway Action Plan.  If new funding commitments for the remaining cost of the program are 
not forthcoming, the Subway Action Plan will be scaled back to a sustainable level and the 
February Plan to be presented to the MTA Board in February 2018 will be adjusted accordingly.  
The following chart details Subway Action Plan funding assumptions: 
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The 2018 operating costs are reflected in the proposed 2018 budget.  All capital costs will 
be presented in a proposed amendment to the 2015-2019 Capital Plan.  The proposed 2018 
budget and 2015-2019 Capital Program amendment are expected to be presented to the MTA 
Board for approval in December 2017. 

Hold projected fare/toll increases to 4% in 2019 and 2021.  The November Plan 
continues to project 4% biennial fare/toll increases (the equivalent of 2% per year) which is 
lower than the projected two-year inflation rates of 5.5% and 5.3% in 2019 and 2021, 
respectively.  Consistent with recent plans, a March 1st implementation is assumed for both the 
2019 and 2021 increases.  The annualized yield of these increases is projected to be $321 million 
and $336 million, respectively. 

Increase annually recurring savings targets.  The November Plan maintains the annual 
savings targets proposed in February and July ($200 million in 2018, $250 million in 2019, $300 
million in 2020 and $350 million in 2021).  While these savings targets will be harder to achieve, 
MTA remains committed to meeting them.  As shown on the bar chart below, $593 million in 
savings have been implemented or identified in the July and November Plans.  The July Plan 
captured savings in areas including: health & welfare, headcount efficiencies, Enterprise Asset 
Management program, paratransit, maintenance, and Information Technology.  The November 
Plan identifies $84 million in additional savings including reduced prescription benefit costs at 
MTA New York City Transit and operational efficiencies at MTA Bridges and Tunnels. 
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The chart below identifies MTA’s cost reduction/cost containment targets for the current 
and prior Financial Plans.  As indicated on the chart, we have increased our targets each year and 
have consistently achieved our goals.  Since 2010, MTA has implemented initiatives with 
annualized savings of $1.9 billion.  These programs, when combined with the additional targets 
from February and July are projected to result in annual savings of $2.3 billion by 2021. 
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Other MTA Actions.  As previously described, the July Plan was balanced in part by 
using $135 million from MTA’s $155 million 2017 General Reserve and by suspending planned 
funding to certain reserve accounts.  In addition, the July Plan assumed the restoration of Payroll 
Mobility Tax replacement funds from New York State of $307 million per year beginning in 
2018, after a $65 million reduction in 2017.  The November Plan retains all of those 
assumptions.  In addition, it assumes that the $149 million GASB 45 OPEB Reserve and the 
remaining $20 million from MTA’s 2017 General Reserve used to advance the funding of the 
Subway Action Plan in 2017 and early 2018, will be reimbursed by New York State and other 
funding sponsors and then used to offset operating expenses in 2018.    

In summary, the above noted changes, and re-estimates and recommendations are 
projected to result in a net worsening to MTA’s financial forecast over the plan period.  As 
detailed in the following chart, the November Plan is balanced through 2019; however, projected 
gaps for 2020 and 2021 of $112 million and $362 million are projected to increase to $352 
million and $643 million, respectively.  
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Challenges Going Forward 

Challenges and risks facing MTA in implementing the November Plan goals include:  

Secure full funding for the Subway Action Plan. The 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. 
As previously mentioned, MTA has received a commitment from Governor Cuomo for the State 
of New York to fund half of the Subway Action Plan’s cost.  If an additional funding 
commitment to fully fund the plan is not forthcoming, the Subway Action Plan and the 2018 
February Plan will be adjusted commensurate with available funding.   

Secure new sustainable funding for operations and capital.  The November Plan assumes 
aggressive cost-cutting, yet is still projecting significant out-year deficits.  In order to sustain 
operations and protect investments made to date and/or planned, MTA will almost certainly 
require a new source of future funding for both its operating and capital budgets. 

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 
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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 November 
Plan are not realized, the November 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 current 
Presidential administration and Congress are currently considering budgetary and programmatic 
changes in law relating to federal public transportation and infrastructure finance, and 
comprehensive federal tax reform.  Current proposals for federal tax reform include potential 
changes in personal and corporate tax rates and deductions, and may adversely impact MTA’s 
opportunities for federal tax exempt financing, including certain refunding for debt service 
savings.  Proposed elimination or reduction of mortgage interest deductibility and other changes, 
could, if enacted, 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. 

Potentially higher interest rates higher 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 and June 2017, with the target range now at 1.00% to 
1.25%.  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 over the medium term.  While the November 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 November Plan. 

MTA Award of New Fare Program System Contract 

On October 25, 2017, the MTA Board approved the award of a competitively negotiated 
contract for a New Fare Payment System to Cubic Transportation Systems, Inc. (“Cubic”) to: 
(i) design/build, furnish, install, test, integrate and implement a New Fare Payment System 
(“NFPS”) for MTA New York City Transit, MTA Bus, MTA Metro-North Railroad and MTA 
Long Island Rail Road in the total amount of $539,513,665 for a term of 69 months to substantial 
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completion followed by seven years of base contract support services; (ii) to exercise 
$14,314,174 in contract options for award with the base contract; and (iii) to exercise, if needed, 
$19,659,279 in contract options for bus equipment.  The total contract amount approved by the 
MTA Board was $573,487,118.  The contract includes additional options subject to future MTA 
Board approval and, which, if fully exercised by MTA, would raise the overall cost of the NFPS 
project to over $880 million in accordance with the Cubic bid.   

This design/build project is expected to provide MTA with a state-of-the-art, integrated, 
reliable and convenient fare payment system and improve the customer experience by replacing 
disparate fare media systems currently in use by MTA with an integrated next-generation system.  
The NFPS will be an account-based, open-payment system based on proven payment industry 
standards and open architecture principles, allowing customers to pay fares using diverse 
options, including mobile apps, digital wallets, contactless bank cards and MTA-issued 
contactless transit cards.  The NFPS will provide customers with multiple 24/7 self-service 
options for managing their accounts and options to purchase and reload fare media online and at 
local retailers. 

The base contract includes the following design and implementation phases: 

• Phase 1:  Development of core backend NFPS and initial launch of acceptance of 
contactless open payments using customer-furnished media (contactless bank cards 
and mobile phones with digital wallets) in some subway stations and buses (18 
months). 

• Phase 2:  Completion of the roll-out of contactless acceptance to all subway stations 
and buses (35 months). 

• Phase 3:  Creation of retail sales and reload network for MTA-issued contactless 
transit cards and introduction of new NFPS all-agency mobile payment and ticketing 
app that has current commuter railroad eTix app functionality (39 months). 

• Phase 4:  Implementation of new vending machines for MTA New York City Transit 
and the commuter railroads, and new commuter railroad ticket office machines (52 
months). 

• Phase 5:  Completion of system implementation and full revenue system acceptance 
testing of the entire NFPS (56 months). 

This project is funded by MTA and will be managed by MTA’s office of Fare Payment 
Programs.  The total contract amount of $573.5 million approved by the MTA Board is funded as 
follows: $480.8 million in capital and $92.7 million in operating funding.  Funding for the capital 
project is available through both the 2010-2014 and 2015-2019 Capital Programs.  The base 
contract, $539.5 million, is funded as follows: $457.5 million in capital funding and $82.0 
million in operating funding.  The options, $34.0 million, are funded as follows: $23.3 million in 
capital funding and $10.7 million in operating funding.  A portion of in-house support costs will 
be funded in the next Capital Program. 



 

12 
 

Status of MTA Bridges and Tunnels Open Road Tolling Initiative 

In October 2016, Governor Cuomo announced the New York Crossings Project. This 
project included a one-year schedule for all MTA Bridges and Tunnels crossings to change from 
cash and gated E-ZPass toll plazas to cashless Open-Road Tolling (“ORT”). ORT eliminates 
traditional toll plazas by allowing tolls to be collected in a free-flow environment through E-
ZPass sensors and license-plate cameras mounted on overhead gantries. Drivers without E-ZPass 
receive a “Tolls by Mail” invoice mailed to the vehicle’s registered owner.  The project and 
related enforcement modalities are further described in the ADS in PART 5 under “RIDERSHIP 
AND FACILITIES USE – MTA Bridges and Tunnels – Cashless Open Road Tolling”. 

Implementation of ORT is now complete at all nine MTA Bridges and Tunnels crossings.  
Capital costs of approximately $501.7 million have been incurred by MTA Bridges and Tunnels 
for the overall New York Crossings Project, the bulk of which is for ORT.  Additional operating 
expenses for ORT are mainly for the contracted back-office costs of administering the Tolls by 
Mail program, which run approximately $50 million per year, net of headcount savings achieved 
through attrition. 

 



 

 
 

Attachment A to MTA Annual Disclosure Statement 

Second Quarterly Update 

November 17, 2017 

MTA November Plan 

This Attachment A to the 2017 Second Quarterly Update sets forth MTA November Plan in 
tabular form and includes Financial Plan tables that summarize the MTA’s November Plan for fiscal 
year 2017 and projected receipts and disbursements for fiscal years 2018 through 2021, in each case 
prepared by MTA management. The complete November 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. 

 
















